
 

 

TRANSFORMING INDIA INTO ‘A PRODUCT NATION’ - ECONOMY 
US punitive tariffs on select Indian exports have intensified calls across academia and industry for 

India to transition from a service-driven economy to a product nation. 
Concept of a Product Nation 

A Product Nation is a country that prioritizes designing, manufacturing, and exporting innovation-
driven products to capture higher value in global markets, enhance strategic leverage, and strengthen 
economic resilience. 
Objective - Move beyond being a service-led or low-value goods exporter to become a global hub for 
IP-driven, high-value products. 

Historical Context - India’s Structural Growth Shift 

Services Sector - The Persistent Growth Driver 
Rising Share in GVA - The services sector’s share in Gross Value Added (GVA) increased from 50.6% in FY 
2013–14 to 55.3% in FY 2024–25. 
Growth Rate - Between FY 2022–25, the sector maintained an average growth rate of 8.3%, sustaining 
pre-pandemic levels. 
Resilience -Despite global trade slowdowns (post-COVID, 2023 geopolitical shocks), services continued 
to drive GDP growth. 
Key Sub-sectors -  IT, fintech, health services, and tourism contributed significantly to this sustained 
performance. 

Manufacturing Sector: Stagnation Amid Structural Ambitions 
Share in GDP -  Manufacturing’s contribution stagnated around 16.7% in FY 2013–14 to ~17% in FY 2023–24, 
despite initiatives like Make in India. 
Employment - Provides jobs to over 6 crore workers, mainly in MSMEs and informal units. 
Challenges - Faces competitiveness issues, supply chain dependencies, and substitution risks, 
especially in labour-intensive exports like textiles and electronics. 
Need for Transition to a Product Nation 
Strategic Leverage - Countries that produce critical high-value products (e.g., Taiwan: semiconductors; 
South Korea: electronics; China: rare earths; Germany/Japan: precision machinery) gain global 
bargaining power. 
Current Gap -  India’s exports (garments, generic drugs, electronics, cellphones) are largely 
substitutable, limiting geopolitical and economic influence. 
Economic Rationale - Strengthening domestic manufacturing enhances resilience against global 
shocks, improves competitiveness, and ensures higher value addition. 
PLI Scheme Impact - Production-Linked Incentive (PLI) schemes in sectors like electronics and mobile 
manufacturing have boosted exports; e.g., mobile exports crossed ₹1.2 lakh crore in FY24. 

Significance of Building a Product Nation 
Economic Resilience -  Reduces vulnerability to global economic shocks and trade disruptions. 
Global Competitiveness -  Produces high-value, IP-driven products, enhancing India’s position in 
international markets. 
Strategic Leverage - Minimizes dependency on external markets, mitigating risks from punitive trade 
measures. 

Challenges Faced by India’s Manufacturing Sector 



 

 

Low Productivity & Value Addition -  Per capita manufacturing value-added is $0.32K, far below the $2K 
global average. 
Semiconductor Design - India has ~20% of global chip design engineers, but <10% of global design 
facilities; most work is for foreign specifications. 
R&D Investment - Only 0.7% of GDP is spent on R&D, compared to 2–4% in industrial economies. 
Skill Gaps -  Only 48.7% of the workforce is employable, with limited exposure to Industry 4.0 
technologies. 
Import Dependence -  Heavy reliance on semiconductors, electronics, and EV batteries, contributing to 
trade deficits. 
Infrastructure Bottlenecks - Delays in industrial park development, high logistics costs, and lack of 
plug-and-play facilities hinder manufacturing growth. 

Government Initiatives to Make India a Product Nation 
Production-Linked Incentive (PLI) Scheme - Covers 14 sectors, aiming for $500 billion in additional 
manufacturing output. 
PM Kaushal Vikas Yojana (PMKVY) - Focuses on advanced manufacturing skill development aligned 
with global standards. 
Design Linked Incentive (DLI) Scheme - Supports semiconductor design infrastructure, including ICs, 
chipsets, IP cores, and end-to-end R&D. 
Other Innovation Missions - Include National Quantum Mission, Atal Innovation Mission, IndiaAI Mission, 
promoting cutting-edge technology development. 
Mega Investment Textiles Parks (MITRA) -  Plans seven world-class textile parks to foster global 
champions through economies of scale. 
Make in India (2014) - Promotes domestic manufacturing across 25 sectors, establishing India as a 
global manufacturing hub. 

Way Forward to Build a Product Nation 
Investment in R&D - Increase to at least 2% of GDP, establishing mission-driven hubs for advanced 
manufacturing technologies. Example: China’s 2.5% R&D spend helped build EV and electronics 
champions like BYD and Huawei. 
Investment in Human Capital - Focus on practical training, product design, and prototyping. Example: 
Germany’s Dual Vocational Training system integrates apprenticeships with classroom learning. 
Industrial Cluster Development - Develop industrial clusters and SEZs in underdeveloped regions to 
spur regional economic growth. Example: Shenzhen, China transformed from a fishing town into a tech 
hub through SEZs. 
Infrastructure Investment - Allocate 1% of GDP for plug-and-play industrial parks, logistics networks, 
and certification labs. Example: Japan’s Kaizen model improved logistics and manufacturing efficiency. 
MSME Support - Lower capital thresholds under PLI and provide financial/technical assistance to 
integrate MSMEs into global supply chains. Example: Pune and Chennai’s auto-component MSMEs 
supply to global automakers. 
Indigenous Design & Product Ownership - Focus on IP-driven innovation to retain value. Example: ISRO’s 
Chandrayaan-3 and Bharat Biotech’s Covaxin demonstrate mission-driven indigenous innovation. 

Conclusion 



 

 

Transforming India into a Product Nation is critical to move up the global value chain, capture 
high-value segments, and enhance economic and strategic resilience. By prioritizing innovation-led, IP-
driven manufacturing, India can reduce dependency on low-margin exports, gain geopolitical leverage, 
and emerge as a globally competitive, innovation-driven manufacturing hub. 
Source: https://www.outlookbusiness.com/start-up/india-has-missed-the-bus-to-scale-upi-globally-
ispirts-sharad-sharma 
https://indianexpress.com/article/business/academia-industry-calls-for-india-transform-into-
product-us-tariff-10208281/ 
 

https://www.outlookbusiness.com/start-up/india-has-missed-the-bus-to-scale-upi-globally-ispirts-sharad-sharma
https://www.outlookbusiness.com/start-up/india-has-missed-the-bus-to-scale-upi-globally-ispirts-sharad-sharma
https://indianexpress.com/article/business/academia-industry-calls-for-india-transform-into-product-us-tariff-10208281/
https://indianexpress.com/article/business/academia-industry-calls-for-india-transform-into-product-us-tariff-10208281/

