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Imagine a vast canvas, painted
with the hopes of a billion people.
On it, the Production-Linked
Incentive (PLI) scheme is a bold
stroke—a vision to propel India from

a manufacturing afterthought to a
global powerhouse. With a hefty
1.97 lakh crore outlay, the PLI
scheme promised transformation:
to weave India into the global value
chain, reduce reliance on imports,
and create manufacturing titans
thatrival the best.

But halfway through the
symphony, the music falters. Out of
14 sectors, only four have met their
targets. Two are limping, achieving
half of what they set out to do,
while others are lost in the
wilderness. Was the dream too

ambitious, or is the strategy too
flawed?
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A GAME OF
STRATEGY OR A
ROLL OF DICE?

The PLI scheme rests on a simple
premise: incentivize production to
spark industrial growth. But why
these sectors? Why now? The sectors
under PLI were meant to be strategic, £
sunrise industries, or import-heavy “'*
areas. Yet, the logic unravels upon e
scrutiny:

Only two sectors, like
semiconductors and defense, are
undeniably strategic.

A few, such as electric vehicles,
can claim to be sunrise industries.

Most, including electronics and
medical devices, appear chosen to
cut import dependency, particularly
on China. e
This approach begs deeper
questions: Why is India so reliant on
these imports? Why can't we produce
these goods competitively? These are
the questions the PLI scheme
sidesteps, but they hold the key to
unlocking India's manufacturing
potential.
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THE PROBLEM
BENEATH THE
PROBLEM

The PLI scheme's grand ambition of self-reliance faces a sobering reality:
production-linked incentives cannot solve the structural issues plaguing
India's industries. For example:

1. Electronics and Telecom Equipment: These sectors suffer from a lack
of technology know-how, weak supplier ecosystems, and poor
infrastructure. Incentivizing production without addressing these gaps is
akin to building castles on quicksand.

2.Food Processing: Here, the challenge isn't production but the
fragmentation of small players, poor quality standards, and weak market
linkages. Production incentives alone cannot organize an unorganized
sector.

3.Pharmaceuticals: India is already a global leader in pharma, but the
Achilles' heel lies in quality control. Without a world-class regulatory

framework, India risks losing its competitive edge.

These examples reveal a deeper truth: The PLI scheme attacks the
symptoms, not the disease.
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LESSONS FROM

THE WORLD

THE ART OF GETTING
IT RIGHT

INDIA ISN'T THE FIRST TO
ATTEMPT LARGE-SCALE
INDUSTRIAL POLICY. NATIONS
LIKE SINGAPORE, THAILAND, AND

VIETNAM HAVE NAVIGATED s
SIMILAR WATERS, LEAVING 3
BEHIND BLUEPRINTS OF WHAT -
WORKS

1. Singapore's Pharma Masterstroke: Singapore transformed its pharmaceutical
industry by investing in regulatory excellence, quality assurance, and R&D
incentives. India, already a pharma giant, can borrow this playbook to enhance its
global competitiveness.

2. Thailand's Food Innovation Clusters: Thailand took a fragmented food
processing sector and turned it into an organized powerhouse by creating food
innovation hubs and integrating small producers into global supply chains.

3. Vietnam's FDI Magic: Vietham attracted foreign direct investment (FDI) to anchor
itself in global value chains (GVCs). India's PLI sectors, especially electronics,
desperately need a similar influx of foreign capital and expertise.

These countries succeeded not by focusing on production alone but by addressing

quality, innovation, and ecosystem development—areas where India's PLI scheme
falters.
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RETHINKING
THE PLAYBOO
WHAT MUST
CHANGE

The PLI scheme’s potential remains immense,
but its design needs a dramatic rethink.
Here’s how:
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1. Don't Just Produce; Innovate

Production incentives alone cannot build global champions. India must invest in R&ED ecosystems, modeled
on initiatives like DARPA in the US. Public procurement guarantees for innovative products can catalyze
breakthroughs and drive private-sector innovation.

2.Integrate into Global Value Chains

Sectors like electronics need policies that emphasize technology acquisition, supplier development, and
GVC integration. Aligning with trade blocs like IPEF and ASEAN could unlock new markets and
opportunities.

3. Cluster-Based Approaches for Traditional Sectors

In industries like food processing, organizing small producers into clusters and linking them to global
supply chains can drive productivity and quality. Thailand's success shows that clusters, not cash, hold
the key to transformation.

L. Attract Strategic FDI
FDl is a shortcut to plugging India into global value chains. Simplifying land acquisition, easing regulatory
burdens, and offering targeted incentives could make India the go-to destination for global manufacturers.

5. Build for Quality, Not Quantity

Whether it's pharmaceuticals or electronics, India must position itself as a hub of quality excellence.
Strengthening regulatory frameworks and investing in quality infrastructure is critical to earning global
trust.
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A VISION WORTH
FIGHTING FOR

The PLI scheme is more than a policy—it's a statement of intent. It signals
India's desire to shed its reliance on imports and emerge as a
manufacturing leader. But bold visions require bold actions. The scheme's
patchy success so far is a reminder that ambitions without alignment
lead to mediocrity.

To truly succeed, India must reimagine its approach:

- Shift from output to outcomes, where success is measured not just by
what we produce but by how well we compete globally.

Move from a scattershot strategy to a laser-focused execution, tailored
to the unique challenges of each sector.

Build ecosystems that empower industries to thrive, not merely survive.
The PLI scheme is a spark, but it is not yet a flame. To ignite the fire of
industrial transformation, India needs more than money—it needs vision,
perseverance, and a relentless pursuit of excellence. Only then can we
fulfill the promise of this grand experiment and carve a place for India on
the world's industrial stage.

The canvas is there, waiting. The colors are vibrant, ready to be unleashed.

The question is: Will India paint a masterpiece, or will it remain a work
in progress?
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Disclaimer: This report has been prepared by the research department of Invasset, is for information purposes only. This report is
not construed as an offer to sell or the solicitation of an offer to buy or sell any security in any jurisdiction where such an offer or
solicitation would be illegal. Invasset have exercised due diligence in checking the correctness and authenticity of the information
contained herein, so far as it relates to current and historical information, but do not guarantee its accuracy or completeness. This
Document may contain confidential and/or privileged material and is not for any type of circulation and any review, retransmission,
orany other useis strictly prohibited. This Document is subject to changes without prior notice.

The opinions expressed are our current opinions as of the date appearing in the material and may be subject to change from time to
time. Prospective investors are cautioned that any forward looking statement are not predictions and are subject to change without
prior notice. Recipients of this material should rely on their own investigations and take their own professional advice. Invasset or
any of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any
inadvertent error in the information contained in this report. Invasset. or any of its affiliates or employees do not provide, at any
time, any express or implied warranty of any kind, regarding any matter pertaining to this report, including without limitation the
implied warranties of merchantability, fitness for a particular purpose, and non-infringement. The recipients of this report should
rely on their own investigations.

Invasset and/or its affiliates and/or employees may have interests/ positions, financial or otherwise in the securities mentioned in
this report. Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavour to
update on a reasonable basis the information discussed in this material, there may be regulatory, compliance, or other reasons that
prevent us from doing so. This reportis not directed to or intended for display, downloading, printing, reproducing or for distribution
to or use by any person in any locality, state and country or other jurisdiction where such distribution, publication or use would be
contrary to the law or regulation or would subject to Invasset or any of its affiliates to any registration or licensing requirement
within such jurisdiction. Invasset may or may not hold any securities discussed in the article in its portfolios. Invasset may or may not
take decisions based on the information contained in the article while curating portfolios for its clients. Without limiting any of the
foregoing, in no event shall Invasset, any of its affiliates or any third party involved in, or related to, computing or compiling the
information have any liability for any damages of any kind.

This research has been done by the

Core Fundamental Research Team of InvAsset PMS Desk.
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MUMBAI
911 One Lodha Place,
Lower Parel, Mumbai 400013
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Haryana 122002

LUDHIANA
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