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Government schemes have focused on

incentivising firms to innovate, leaving

investor disinterest in R&D unaddressed.  
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Foreign portfolio investors (FPIs) have withdrawn

nearly Rs 2.7 lakh crore from India’s equity

market since January 2026. On the other hand,

the market capitalisation of countries like Taiwan

and South Korea has soared, surpassing India, to

become the world’s fifth and sixth largest equity

markets, respectively. This is indicative of the

waning global interest in Indian equities, and by

extension, Indian firms. 

One of the reasons for this, as stated by Ruchir

Sharma, Chairman of Rockefeller International, is

that India focuses too little on R&D.  Data from

the Centre for Technology, Innovation and

Economic Research (CTIER) shows that Indian

industry invests well below global sectoral

benchmarks on R&D. This is often framed as lack

of ambition within industry or a sign of their

short-term focus. While there is truth to this

framing, it is only one part of the story.. The

crucial missing part is the Indian investors’ lack

of interest in R&D.

Global markets reward firms that focus on R&D

and innovation. Investors from global investment

houses have been quoted as saying, “R&D is

absolutely crucial to the future of any

commercial organisation.” They use both

quantitative metrics like R&D intensity and

voluntary non-financial disclosures to better

predict the future earnings of a firm. They even

go further and demand more information around

the R&D activities from firms, like types of

projects undertaken and spending on new

projects as opposed to ongoing projects. 

Global firms on their part respond with more

voluntary R&D disclosures ranging from R&D

infrastructure to achievements from R&D

activities. They will actively highlight R&D as a

key driver of their growth and competitive

differentiation. For example, Sandvik AB, a global

industrial engineering firm, in its 2025 annual

report, explicitly highlights successful

innovations as a driver of its market leading

position, calls R&D a “part of our DNA”, and

provides the proportion of sales coming from

new products. Firms with such R&D disclosures

are rewarded by investors.

In the US, when firms announce increased R&D

expenditure, their market value goes up, even

for firms with declining earnings. In South Korea,

a study found that more than three quarters of

manufacturing firms disclose information around

R&D expenditure and R&D infrastructure in their

annual reports. These firms were rewarded with

a reduced cost of capital from banks and

investors. 

During the IPO process, US firms incur high costs

to calculate R&D tax credits and disclose this

information to investors, even when the tax

benefit of these credits is negligible. They do this

to show investors the quality of their R&D

investments and in turn investors provide them

with higher IPO-proceeds and post-IPO stock

returns. 

This is in stark contrast to the Indian scenario.

Most Indian firms do not even talk about R&D

activities during earnings calls. The ones that do

feel they will be penalised for their focus on

innovation. 

Here’s a telling statement from Kiran Mazumdar-

Shaw, Chairman of Biocon, “The biggest

problem is that investors do not want us to

spend on R&D.” 

There is a general perception among India’s

industry leaders that Indian investors do not

value R&D. We now have data that shows this is

not merely a perception. 

Our original research at CTIER looked at the red

herring prospectuses (RHPs) of firms that went

public between 2013 and 2024. The RHP is a

mandatory document filed by firms going public

and serves as a pitch book to investors,

informing them about the firm’s activities and

attracting them to participate in the IPO. If Indian

investors value R&D as an indicator of long-term

growth, then firms would include R&D

disclosures in the RHP in an attempt to draw

investor participation. 

We only looked at firms that were investing in

R&D in this time period and belonged to India’s

top 10 sectors by R&D expenditure. We found

that despite being active R&D spenders and

being in sectors that spend the most on R&D in

India, barely half of them disclosed any

information about their R&D centres or

employees. For context, a study found that more

than 90% of South Korean manufacturing firms

disclosed information around their R&D centres. 

Less than half of the 93 firms that we looked at

even described themselves as innovation or

R&D driven or an equivalent, something that

does not require disclosing any sensitive

information. The fact these active R&D spenders

would not talk about R&D in their RHP, a

document specifically designed to attract

investors, shows that investors have clearly

conveyed their disinterest in R&D to investor

relations specialists and therefore to firms. 

This is a structural problem holding back Indian

innovation. Without the external incentive to

innovate coming from investors, Indian firms are

unlikely to ramp up R&D efforts on their own.

Indian industry is largely domestic focused, with

the exception of the pharmaceuticals and

software sectors, and is shielded from

international competition. 

Without the threat of competition, the pressure

for firms to innovate is low. This can be seen in

the average R&D intensity (R&D expenditure as

share of sales) of Indian industry. Between 2015

and 2022, the average R&D intensity of the top

2,000 global R&D spenders grew from 4.1% to

4.9%. In contrast, the average R&D intensity of

top 100 Indian R&D spenders in the same time

period declined from 1.2% to 1%.

This decline also means that other economies

like Taiwan and South Korea are considered

more attractive investment destinations by

global investors than India. Both these

economies have significantly more firms in the

list of the top 2,000 global R&D spenders than

India. Domestic investors in these countries

value R&D and spur their firms to innovate,

making them and by extension these countries,

attractive destinations for international

investors. 

The Indian government, aiming to catalyse

industrial investment in R&D and innovation, has

recently started disbursing funds to firms under

the Research, Development, and Innovation (RDI)

fund, providing firms with capital for R&D at low

interest rates. But this policy, like previous

solutions to the problem of India’s R&D

underinvestment, has ignored the capital market

climate firms operate in. 

We need a parallel policy push aimed at

investors. Without this, we risk creating, at best,

a short-term increase in R&D activities of firms

which declines as soon as government

incentives disappear. For a sustained push

towards innovation, we need a capital market

that actively incentivises firms to innovate. 

This policy push must be driven by SEBI and

should include expanding the scope of R&D

disclosures beyond what is currently mandatory

to include granular information like sales

proportion from new products, investments in

emerging technologies, and R&D team

composition. This would mirror the review of

global accounting standards for R&D already

underway since April 2024. The process of

identifying such new R&D disclosure standards

needs to be collaborative, bringing investors to

the table. This will not only help in getting buy-in

from investors but can also serve as an

opportunity to educate investors of the value of

R&D. 

A SEBI-led push for increased R&D disclosures

will help policymakers, domestic investors, and

Indian industry. It will help policymakers make

the Indian market more attractive to foreign

investors in the short term and make India more

innovative in the long term. Domestic investors

will have a better understanding of industry’s

R&D activities and will be able to realise higher

long term returns for themselves. For industry, in

the short term, innovative firms will be able

attract more FPI investment while in the long

term firms will be spurred to innovate and

become more globally competitive.

There is a general perception
among India’s industry leaders that
Indian investors do not value R&D.
Data shows this is not merely a
perception.

●

Most Indian firms do not even talk
about R&D activities during
earnings calls. The ones that do
feel they will be penalised for their
focus on innovation.

●

Without incentives from investors,
Indian firms are unlikely to ramp up
R&D efforts on their own.

●

India needs a policy push aimed at
investors and a capital market that
actively incentivises firms to
innovate.

●
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