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China is India’s largest source of imports, nearly 15 percent of which are sourced from China. 
Many of India’s major imports—electrical machinery, electronic and semiconductor devices, 
fertilizers, antibiotics, iron and steel products, and vehicular parts—are extensively sourced 
from China. The outbreak of the COVID-19 pandemic highlighted the critical dependence 
of India’s pharmaceutical industry on China for active pharmaceutical ingredients (APIs). 
The dependence on China for both intermediate and finished products, has encouraged 
India to incentivize greater production at home through production-linked-incentives (PLIs) 
and to work with Japan and Australia on reorganizing regional supply chains. The paper 
examines the repositioning of supply chains in the strategic industry of pharmaceuticals. 
Efforts to reduce dependence on China assume great importance in this regard as India 
strives to become the leading supplier of affordable vaccines for tackling COVID-19.)

The decade of the 2020’s has begun with India embarking on the dedicated mission of 
reducing import dependence and increasing self-reliance. The COVID-19 pandemic has 
starkly exposed the frailties of supply chains relying heavily on China. For India, which relies 
extensively on China for several critical imports, no sector is more vulnerable to disruptions 
from over-dependence than its pharmaceuticals. India’s reputation as the “pharmacy of the 
world” drawn from its great proficiency in making affordable pharmaceutical formulations 
and vaccines, relies fundamentally on sourcing essential drug intermediates from China. 
As one of the leading actors in the world’s fight against COVID-19, India is wary of sourcing 
disruptions from China affecting its ability to contribute to expanding global health security. 

After focusing on the import dependence of India’s pharmaceutical industry on China, 
this paper analyzes the recent initiatives announced by India for increasing economic self-
reliance and reducing such dependence. It concludes by reflecting on the prospects of India 
decoupling from China in sourcing pharmaceutical ingredients.

Indian Pharmaceutical industry’s Import 
Dependency on China

With total bilateral trade constituting nearly $82 billion from April 2019 to March 2020, 
China was India’s second largest goods trade partner for the year after the U.S., with which 
India’s trade was $89 billion. Despite the totals with both differing by only a few billion, 
the character of the bilateral trade is markedly different. During 2019-20, India ran a trade 
surplus of $17.2 billion with the U.S., in stark contrast to its $48.6 billion trade deficit  
with China.1

India’s extensive trade with China is primarily driven by imports, a persistent concern for 
its policymakers for the past several years, since high import dependence constrains India’s 
ability to respond effectively to an assertive China. Rapid deterioration in geopolitical 
relations between the two countries last year, soon after the outbreak of COVID-19, 
heightened such fears, leading to comprehensive efforts by India to reduce import 
dependence on China.

China accounts for nearly 15 percent of India’s total imports, far more than the shares of 
the European Union (8.9 percent) and the U.S. (7.3 percent).2 China’s preeminence as a 
source for imports is notwithstanding the fact it is not a major exporter of crude oil or gold, 
which are India’s largest imports. Its prominence is striking in the leading non-oil, non-gold 
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imports by India, a look at which (Table 1) reveals that China’s share was at least one-
third of the total imports for all categories. In four of the top ten—diodes, transistors and 
semiconductor devices, heterocyclic compounds with nitrogen, antibiotics, and electric 
accumulators—China accounts for more than half of India’s total imports. Imports of 
antibiotics and heterocyclic compounds with nitrogen reflect China’s share of 76.3 percent 
and 69.0 percent, respectively, highlighting India’s high reliance on pharmaceutical imports 
from China.

Table 1. India’s Top Ten Imports and China’s Share

Import HS Code Share (%)

1 Electrical apparatus for line telephony/
telegraphy 

8517 42.8

2 Automatic data processing machines  
and units

8471 47.0

3 Electronic integrated circuits and  
micro-assembles

8542 32.0

4 Diodes, transistors, and  
semiconductor devices

8541 63.4

5 Minerals/chemical fertilizers 3105 45.3

6 Heterocyclic compounds with nitrogen 2933 69.0

7 Antibiotics 2941 76.3

8 Electric accumulators 8507 59.0

9 Reception apparatus 8528 43.2

10 Electrical transformers 8504 37.5

Note: The HS Codes for imports are at the 4-digit level of tariff classification. The data are for the year 2018-19.

Source: Export-Import Data Bank (Annual), Department of Commerce, Ministry of Commerce and Industry; 
Government of India.

Antibiotics & Heterocyclic Compounds

India is among the largest antibiotic importers of the world. During the last decade (2010-
2019), India’s antibiotic imports, as a proportion of total global antibiotic imports, increased 
from 6.6 percent to 10.8 percent.3 During 2017-2019, its annual antibiotic imports were 
more than $1 billion, making it the second largest antibiotic importer in the world, after 
Italy. India’s annual antibiotic imports are higher than those of the U.S., China, and several 
other major pharmaceutical exporting countries from Europe (e.g. Germany, France, 
Belgium, Switzerland).4 China is the most important source of India’s antibiotic imports.5

Heterocyclic compounds—India’s other major category of pharmaceutical import from 
China—also reflects a rising share of India in global imports. During the last decade (2010-
2019), India’s share in global imports increased from 0.9 percent to 2.3 percent.6 Unlike 
antibiotics, where India is among the world’s largest importers, it is not among the world’s 
top ten heterocyclic compound importers. While its imports were as much as $2 billion 
in 2019, they were much less than those of Germany, the U.S., China, and several other 
European countries.7 However, India’s reliance on China for heterocyclic compound imports 
too is striking.8 
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India’s high antibiotic and heterocyclic compound imports from China need to be looked at 
in the context of it emerging as a prominent global pharmaceutical exporter. India’s share in 
global pharmaceutical exports nearly doubled from 1.4 to 2.6 percent during 2010-2019.9 
It has been on the verge of breaking into the club of top ten pharmaceutical exporters with 
current exports of more than $16 billion.10 India is the only developing country, and Asian 
economy, to catch up with the world’s top pharmaceutical exporting nations comprising 
the U.S. and high-income OECD economies from Europe. India’s performance has been 
even more notable as a producer and exporter of vaccines. During the last decade, India 
rapidly expanded its share in total global vaccine exports from 0.8 to 3.9 percent. The near 
five-fold increase has resulted in India becoming the 7th largest exporter of vaccines.11

India’s rising significance as a global pharmaceutical exporter, along with concomitant 
increases in its antibiotic and heterocyclic compound imports, points to the importance of 
the latter in India’s pharmaceutical supply chain. Antibiotics and heterocyclic compounds are 
bulk drugs used as active pharmaceutical ingredients (APIs)12 for making final formulations 
sold as medicines—pills, capsules, or other final dosage forms—to consumers. The largest 
chunk of India’s pharma exports is finished dose drug formulations and biologicals (e.g. 
vaccines)13 meant for retail sale.14 

Heterocyclic nitrogen compounds include carbon and nitrogen in their molecular structures 
and have extensive therapeutic use, including applications in pharmaceutical research 
and drug discovery, antibiotic formulations, as well as in anti-cancer, anti-inflammatory, 
and anti-viral drugs. Nearly 70 percent of India’s imports of these pharmaceutical inputs 
are from China. For antibiotics, the reliance on China is even more with some specific 
antibiotics— penicillin and its salts, and 6-APA (a chemical compound, used as semi-
synthetic penicillin with anti-bacterial and pharmacological characteristics, including that 
of an allergen)—being imported from China by more than 90 percent, or even 100 percent, 
of their total imports.15

Medical Devices

In addition to bulk drugs, India’s import dependence on China extends to products that 
impact the prospects of its healthcare and overall pharmaceutical industry. Of particular 
importance in this regard are various medical devices. After the U.S., China is the second 
largest source of India’s imports of medical devices, personal protection equipment (PPE) 
used by healthcare staff in treating the infected, as well as some essential medical supplies. 
Demand has been high in these areas due to COVID-19. Among these critical products, items 
for which China is the largest source include humidifiers, flow-splitters, patient monitors 
and pulse oximeters, chlorine, medical masks, hand sanitizers, protective googles, aprons, 
medical headwear, and protective clothing.16

It is obvious that the Indian pharmaceutical and healthcare industry’s dependences on 
imports from China are broad-based, including those required by medicine producers as 
intermediates in the supply chain, as well as items meant for end-use by consumers and 
frontline healthcare professionals as final products. Overcoming such dependence is a 
formidable challenge. 
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Reorganizing the Supply Chain
The Indian pharmaceutical industry’s import dependence on China, and the vulnerabilities 
arising therefrom, were clearly visible during the disruptions experienced after COVID-19. 
As import supplies were interrupted due to a production lockdown and worker quarantine 
in Wuhan—the hub of bulk drug production in China—Indian pharmaceutical firms 
began to worry about their ability to supply medicines to consumers. With inventories of 
imported raw materials shrinking, the urgency of locating alternative sources of APIs and 
drug intermediates led to high proactivity on initiatives for reducing dependence on China. 
These subsequent efforts include domestic policies for encouraging higher local production 
of APIs, drug intermediates, and essential raw materials, and collaboration with other 
countries for building multi-country partnerships to reduce import dependencies on China. 

Domestic Initiatives

The Indian pharmaceutical industry is not alone in its dependence on China for obtaining 
APIs. China is the world’s largest producer of APIs, following the conscious decision of 
major pharmaceutical formulation producing countries to gradually offshore more and 
more production of drug intermediates and raw materials to cheaper locations. For more 
than two decades now, the global pharmaceutical industry, dominated by large pharma 
businesses from the U.S. and Europe, has been following lean manufacturing practices 
by reducing production of APIs and expanding capacities for making final formulations. 
They are largely sourcing APIs from China.17 Backed by a host of favorable factors, including 
access to cheap capital, low cost of raw materials, and ability to produce large volumes 
quickly, China has emerged as the undisputed global leader in production of APIs.

Similar to their counterpart firms in the U.S. and Europe, Indian pharma has found imports 
from China indispensable. India does not produce enough APIs locally. High production 
costs arising from poor infrastructure, the large burden of regulatory compliance, lengthy 
environmental clearances, and inadequate government support, disincentivize local 
production of APIs and drug intermediates.18 As a result, for Indian medicine makers, who 
have developed great proficiencies at the downstream end of the pharma supply chain in 
producing formulations and exporting to global markets, cheap API imports from China are 
essential. Intermediate imports from China, combined with home-grown ability in using 
these efficiently in formulations, have been the recipe for India’s rapid growth as a major 
global manufacturer of generic formulations. India is currently the world’s largest exporter 
of them, while being one of the foremost producers of formulations, both in volume and 
by value.19 

At a time when the world is looking forward to large supplies of vaccines, and other 
preventive medicines from India for fighting COVID-19, it is essential for India to ensure 
its domestic producers are not affected by supply disruptions. An important policy for 
minimizing such disruptions has been to incentivize local production of APIs. The policy, 
including the financial incentives for encouraging local production, has been spelled out in 
the production-linked-incentive (PLI) scheme announced for pharmaceuticals.20
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It must be noted, though, that incentives announced for encouraging local production 
of import substitutes are not limited to pharmaceuticals. The PLI package for pharma is 
among similar schemes announced for several manufacturing industries deemed strategic 
and essential for advancing India’s overall industrial prowess and reducing dependence on 
imports. Other than pharmaceuticals, industries being incentivized include automobiles, 
electronics, textiles, food processing, mobile phones and telecom equipment, solar phot-
voltaic, modules, chemical batteries, steel and “white goods” (e.g. air-conditioners).21 Most 
of these industries depend critically on imports from China, which is evident from India’s 
topmost imports from China (Table 1). Reducing import dependence on China has been the 
key driver behind India’s efforts to financially incentivize local production under the rubric 
of the overarching initiative of Atmanirbhar Bharat, i.e. an economically self-reliant India.

Self-Reliance and Economic Incentives

While the production lockdown in China after COVID-19 disturbed supply chains almost 
all across the world, for India, the worries were not just confined to economic anxieties. 
Concerns begun mounting over the economic dependence on China leading to loss of 
strategic options in responding to Chinese military aggression on its borders. Alongside the 
spread of COVID-19, India’s relations with China dipped to their lowest in several decades 
with their militaries clashing on the disputed border in the high Himalayas, leading to 
the loss of several lives in June 2020.22 The combination of economic dependence and 
geopolitical friction produced the call for self-reliance from a government searching 
for solutions to push back China. COVID-19 and concomitant supply chain disruptions  
provided an unexpectedly conductive context for encouraging domestic production of 
import substitutes.

Championed by none other than Prime Minister Narendra Modi,23 Atmanirbhar Bharat 
expands and accelerates the Modi government’s flagship initiative of “Make in India” by 
providing state support for financing import-substitution. While erecting tariff barriers for 
“encouraging” domestic production, the policy actively encourages private and foreign 
investments for creating new production capacities by offering financial incentives through 
PLIs for strategic industries. 

Connecting firmly to the self-reliance agenda, Finance Minister Nirmala Sitharaman 
described the goal of PLIs to “create manufacturing global champions for an Atmanirbhar 
Bharat” in her latest budget speech delivered on February 1, 2021.24 The goal is being 
implemented through aggregate financial support of INR 2 trillion ($275 billion), for 13 
strategic manufacturing industries including pharmaceuticals, for a period of 5 years 
beginning from 2021-22. The allocation is supported by the announcement of bold economic 
reforms for attracting new investments. The reforms include changing outdated labor 
legislation, freeing up agriculture markets from government control, and implementing an 
aggressive strategy for privatizing state-owned enterprises, including government-owned 
banks and insurance companies. 

The PLIs and investor-friendly reforms, packed together in the vision of an economically 
self-reliant India, reflect unusual energy and commitment to attract new investments for 
increasing domestic production and reducing dependence on imports. Major manufacturing 
investments from the U.S., Japan, Korea, and France are being targeted.25 Initial responses 
from global manufacturers such as Apple and Samsung are encouraging,26 as are the 
ecommerce giant Amazon’s plans to manufacture television streaming devices in India.27
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Most foreign investments, so far, appear to be moving into the electronics and semi-
conductor industries. This is unsurprising as, like China, India holds comparative advantages 
in the more labor-intensive segments of the electronics supply chain, i.e. in assembling, 
configuration, and testing.28 Global firms in these industries that are looking to shift the 
assembling segments of their supply chains out of mainland China would certainly look at 
India and Vietnam as prospective alternatives. India’s announcement of PLIs encourages 
these shifts. Whether such shifts would take place in pharmaceuticals too is still unknown. 

Localizing Production through New Investments

The PLI scheme for pharmaceuticals notes its goal is to “attain self-reliance and reduce 
import dependence in critical APIs.”29 By attracting new investments for producing 
APIs and drug intermediates, the scheme hopes to reduce India’s current reliance on  
imported intermediates. The specific focus is on expanding production of 53 heavily 
import-dependent APIs (see Annex).30 The import-dependency, needless to say, is heaviest 
on China. 

Financial support for the producers of the identified items would be provided on the basis 
of sales for up to six years. The total support for the scheme is INR 694 billion ($9.6 billion 
approximately). The financial support will differ according to the nature of the technology 
employed in production. Items produced through a fermentation-based process are being 
incentivized for 20 percent of sales for the first four years, followed by 15 percent and 
5 percent in the next two years. For chemical synthesis-based products, the incentive is 
at a uniform rate of 10 percent of sales for all six years. The difference in the proposed 
payout is arguably for supporting investors of fermentation-based processes, for the longer 
time taken by their capacities to begin production, and generate revenues.31 Capacities in 
fermentation-based processes are essential for reducing dependence on China. Industry 
reports indicate that for several critical antibiotics, India’s high import dependence on 
China is due to large capacities of Chinese producers in fermentation boilers, enabling bulk 
production of these items.32

The PLI scheme has attracted investors. Five investment proposals worth INR 376 billion 
($5.2 billion) have been approved. These include proposals for producing fermentation-
based APIs such as Penicillin G and Erythromycin, for which India relies entirely on sourcing 
from China.33 The proposals, however, are all from domestic investors. Whether foreign 
investors would be keen on funding fresh pharmaceutical ingredient-making capacities will 
be revealed over time.

Foreign investors might be keener on investing in India through the “brownfield” route of 
acquiring assets of existing Indian firms, rather than the “greenfield” route of establishing 
capacities through new projects. Indian authorities prefer the latter given their uneasiness 
over the prospects of successful Indian generic formulation companies being taken over 
by foreign firms, particularly Chinese businesses.34 Foreign investments in brownfield 
pharma projects in India are subject to restrictive conditions such as maintaining minimum 
production of essential medicines for domestic consumers, pre-specified R&D expenditure 
levels, and compliance conditions for transfer of technology.35 Moreover, investors also 
have to comply with government-determined pricing policies for sale in the domestic 
market. The conflicting perspectives might hinder large foreign investments in India’s 
pharmaceuticals, particularly API production.



338   |   Joint U.S.-Korea Academic Studies

Prospects for foreign investment appear brighter in medical devices. The sector is not 
subject to restrictive quantitative or pricing conditions as investments in pharmaceuticals 
are. The PLI scheme for medical devices notes the problems of poor infrastructure adversely 
affecting manufacturing competitiveness of Indian producers and aims to encourage 
new local capacities by incentivizing greenfield investments.36 A similar admission of 
infrastructure deficiencies and the importance of overcoming these urgently for improving 
competitiveness of domestic pharma ingredient producers is noted in the PLI scheme for 
bulk drugs. The scheme is for building new bulk drug parks comprising state-of-art drug 
testing and processing facilities.37

Bulk drug producing capacities in India are not going to expand overnight. But from the long-
term perspective of reducing import dependence on China, the importance of incentivizing 
domestic output of APIs and medical devices can hardly be overstated. The rollout of the 
PLI schemes for medical devices and bulk drugs, apart from providing financial incentives, 
is also an effort to incentivize more local output by reducing the cost of producing in India 
through more enabling infrastructure and business conditions. The focus on infrastructure 
in both schemes is an honest admission on the part of the Indian authorities about the 
infrastructure paucities that continue to impede local manufacturing.

In the long journey that lies ahead for Indian pharma to reduce dependence on China, 
greater production of import-substitutes is not achievable through financial incentives 
alone. China’s industrial proficiency is the best example of the value of quality infrastructure 
in encouraging growth of global industrial champions. For India’s domestic bulk drug 
manufacturing industry, good infrastructure is a non-negotiable requirement.

Less Dependence for Greater Security and Strategic Goodwill 

It is interesting to note the emphasis on security in India’s PLI schemes for pharmaceuticals. 
The policy for the PLI scheme for manufacturing APIs and intermediates notes: “Any 
disruption in supply of drugs can have significant adverse impact on drug security of the 
country.”38 It further notes: “Drug security of the country is dependent upon our ability to 
ensure un-interrupted supply of quality bulk drugs and also our capacity to upscale their 
manufacturing to meet emergency situations. Self-reliance in manufacturing of drugs is, 
therefore, highly desirable.”39 A similar concern over drug security is noted for the scheme 
for bulk drug parks.40

The anxiety over drug shortages from supply chain disruptions, as experienced during the 
COVID-19 outbreak in China, highlights the urgency in encouraging greater local production 
and assured sourcing of bulk drugs and intermediates. The problems caused by sudden 
snaps in supply chains due to an abrupt halt in imports from China were highlighted in 
a report produced by India’s leading industry chamber FICCI soon after the outbreak of 
COVID-19 in China in February 2020. The feedback from domestic producers pointed 
to several common APIs (e.g. ampicillin, ranitidine, paracetamol, diclofenac sodium, 
ibuprofen) used widely in several formulations having inventories of only a few weeks.41 



Palit • COVID-19, Supply Chains and Dependence on China:   |   339
The Indian Perspective

At the beginning of an entirely unknown pandemic with little idea on its treatment and 
spread, the knowledge of low stocks of ingredients for producing essential medicines, 
would have been a shock for Indian medicine producers and the government. The push on 
“self-reliance” in this regard from a national security perspective is understandable. The 
concern is not different from that voiced by the American Medical Association with respect 
to the US’s API and generic drug dependency on China.42

The sensitivity attached to the availability of bulk drugs and APIs, and the impact they have 
on India’s ability to produce medicines, is a concern resonating in efforts to manufacture 
vaccines. India has leaped to the forefront in the global fight against COVID-19 as a major 
producer of vaccines. The Serum Institute of India, the world’s largest manufacturer of 
vaccines, is working with AstraZeneca to produce the Covishield vaccine. The vaccine has 
been rolled out for domestic use and also been dispatched to several countries, including 
low-income and small countries,43 fetching India considerable strategic goodwill in “vaccine 
diplomacy.” India’s capacity for mass production of affordable vaccines was described by 
the UN Secretary General Antonio Guterres as “one of the best assets the world has today” 
in a global vaccination campaign.44 More vaccines manufactured by other Indian firms, such 
as Bharat Biotech, have become available for public use. Another Indian pharmaceutical 
producer, Biological E, will be producing large quantities of the single-shot Johnson & 
Johnson vaccine in India.45

In the race to inoculate millions at home, while at the same time responding to rising global 
demand for vaccines, India needs to ensure that its pharmaceutical supply chain remains 
resilient. Ironically, such resilience, at least in the foreseeable future, does not seem 
feasible by delinking from China. For import of critical ingredients being used in vaccines, 
such as the Covishield manufactured by the Serum Institute of India, China is India’s largest 
source, after the U.S. and EU.46 The reliance on China in India’s medicine supply chain is 
likely to persist in the foreseeable future.

In the context of drug security and public health concerns, the dependence on China has 
led to initiatives such as the PLI scheme for building new local capacities for bulk drugs. 
However, until such capacities actually exist, the concern from over-dependence on imports 
from China raises a larger anxiety; might China use its economic clout for geopolitical 
leverage? India is not alone in experiencing this discomfort. The concern resonates among 
major countries in the Indo-Pacific region.

External Initiatives
Japan and Australia have combined with India to announce the Resilient Supply Chain 
Initiative (RSCI), which, as jointly spelled out by the trade ministers of the three countries 
on September 1 2020, emphasizes regional cooperation for increasing the resilience of 
supply chains in the Indo-Pacific,47 and it calls upon other regional countries sharing similar 
convictions to join the initiative.
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All proponent countries of RSCI were heavily affected by disruptions in sourcing from 
China following the stringent lockdown in Wuhan, and many other parts of China.48 While 
concentration of sourcing in a single location had shown even earlier the disruptions that 
can be experienced by supply chains, the COVID-19 pandemic exposed the huge scale and 
depth of economic damages that can arise from high dependence.49

Japan, Australia, and India have organic economic relations with China. While being the 
largest trade partner of Australia and Japan, China is India’s second largest trade partner 
after the United States. China is the largest market for Australia’s exports, and the largest 
source of its imports.50 It is the second largest market for Japanese exports, while being the 
largest source of its imports.51 Finally, it is India’s fourth largest export market, while being 
the largest source of its imports.52 The reliance makes all three heavily vulnerable to the 
risk of facing domestic shortages if supplies from China are interrupted.

Mounting concerns over supply disruptions caused serious anxieties in Asia and the 
proponent countries of RSCI after COVID-19. The concerns ranged from difficulties in 
accessing urgent PPE53 to a large range of essential intermediates and consumer goods. The 
economic concerns were compounded by geopolitical anxieties as the onset of COVID-19 
corresponded with escalation in geopolitical tensions with China for all three countries. 
As India’s relations with China dropped to an unprecedented low after the border clash 
in June 2020, Australia’s relations with China deteriorated over a bitter trade war, while 
Japan’s ties with China were complicated over claims around disputed islands. Antagonism 
with China increased further as Japan and Australia came out in support of the US and 
other Western nations in demanding an independent inquiry by the WHO into China’s role 
in the origin of COVID-19.54 

Economic anxieties coupled with geopolitical tensions led to the imperative of decoupling 
supply chains from China. The urge was driven by the specter of an aggressive China 
weaponizing economic dependence for strategic advantage.55 RSCI is a geopolitical 
initiative, whose success in encouraging businesses to shift production from mainland 
China would diversify sourcing and spread out business risks arising from overdependence 
on a single source. The outcome would also enable greater strategic leverage for Japan, 
Australia, and India in responding to an assertive China. The RSCI’s mention of the Indo-
Pacific in its construct is reflective of the effort of its proponents to spread the message of 
diversifying risks, and mitigating geopolitical tensions, across the Indo-Pacific geography.

The RSCI’s ostensible objective of securing multi-country collaboration for protecting supply 
chains is not inconsistent with the emphasis on firm-specific collaboration, considered 
vital for assuring resilience of supply chains. Unanticipated natural calamities (e.g. the 
Fukushima tsunami and Thailand floods mentioned earlier) and far-reaching socio-political 
disruptions (e.g. Arab Spring) have variously disturbed global supply chains. The academic 
literature on supply chain management has widely noted the uncertainties in this regard 
that variously impact firms and businesses.56 The literature identifies collaboration among 
firms, and their decision-makers and information systems, to be of critical importance in 
overcoming adverse impacts of unforeseen disruptions by making supply chains resilient.57 
In the context of RSCI, the critical question is whether, what is considered necessary for firms 
and businesses in a commercial setting, is also applicable in a wider geopolitical context. 
The ostensible impression in this regard is that proponents of RSCI would encourage their 
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businesses and investors to collaborate for minimizing risks—a strategy that apart from 
making supply chains economically resilient would also advance the geopolitical objective 
of resisting China, as the latter loses the ability to capitalize on economic advantage for 
strategic gains.

Conclusion
India’s PLI schemes for enhancing local capacities for reducing economic dependence on 
China have been launched with great expectations. The success of the schemes will not be 
visible for a few years, determined by the inflow of new investments. Financial incentives 
alone will not be enough for expanding capacities. Serious efforts to improve business 
conditions and infrastructure for increasing the competitiveness of domestic producers is 
equally, if not more, important.

For an industry such as pharmaceuticals, where India’s long-term commercial prospects 
and strategic goodwill are intertwined in the pursuit of the overall objective of vaccinating 
countries and their populations, self-reliance is understandably important. Without 
assured access to essential ingredients, India’s vaccine diplomacy, and reputation of being 
the “pharmacy for the world” would be impossible to preserve. Currently, though, the 
objective cannot be achieved without relying on Chinese imports.

India committed firmly to the RSCI with the intention of decoupling from China. The 
intention was evident in the restrictions it imposed on Chinese investments after recent 
border clashes, as well as in banning more than 100 popular Chinese apps, such as TikTok 
and WeChat. Its collaboration with the U.S. and other leading global democracies in keeping 
Huawei out of the strategic domestic 5G telecommunication spaces is also notable.58 But in 
spite of these efforts, import dependency on China has not diminished. The latest data on 
India’s imports point to China continuing to remain its largest source.59

The continuation of the trend hardly lessens India’s worries over China exploiting economic 
dependence for geopolitical gains. This might be the reason behind India recently shifting 
to a more pragmatic strategy of “doing business” with China by gradually relaxing controls 
imposed over Chinese investments.60 It is noticeable that the shift comes right after both 
countries decided to implement a purposeful plan of withdrawing their troops from the 
Himalayan borders for deescalating tensions. 

For India, the inevitability of existing with an economically superior neighbor enjoying great 
advantages as a global producer of essential items, makes decoupling prospects innately 
hard. This is more so in pharmaceuticals where it will take years before significant parts 
of the supply chain can be sustained without imports from China. Until then, pragmatism 
might be the best way forward for sustaining the domestic economy and maintaining 
regional stability.

Might this affect the prospects of the RSCI? COVID-19 has been a brutal lesson for several 
countries on the risks run by global supply chains in their excessive dependence on 
China. The experience will not be forgotten in a hurry. Countries are expected to continue 
collaborating through RSCI for reorganizing supply chains. Such efforts, however, need 
to be looked at in the light of businesses being actually convinced to relocate. Initiatives 
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such as RSCI must note that it is unrealistic to expect businesses to “give up” on China. 
China’s enormous pull as a global producer and consumer, demonstrated again after its 
quick turnaround from the setbacks of COVID-19, leave global and regional supply chains 
“hooked” on China. How initiatives like RSCI proceed in the light of this reality will be 
interesting to watch.

Annex
53 items for which India is heavily import-dependent61

1. Amoxicillin 2. Azithromycin
3. Erythromycin Stearate/ Estolate
4. Ceftriaxone
5. Cefoperazone
6. Cefixime
7. Cephalexin
8. Piperacillin Tazobactam
9. Sulbactam
10. Dexamethasone
11.Prednisolone
12. Metformin
13. Gabapentin 
14. Rifampicin
15. Vitamin B1
16. Vitamin B6 
17. Clindamycin Phosphate 
18. Clindamycin HCL 
19. Streptomycin 
20. Neomycin
21.Gentamycin 
22.Doxycycline
23. Potassium Clavulanate
24. Oxytetracycline 
25. Tetracycline
26. Clarithromycin
27. Betamethasone
28. Ciprofloxacin 

29. Losartan 
30. Telmisartan 
31. Artesunate 
32. Norfloxacin 
33. Ofloxacin
34. Metronidazole 
35. Sulfadiazine 
36. Levofloxacin 
37.Meropenem 
38. Paracetamol 
39. Tinidazole 
40.Ornidazole 
41. Ritonavir 
42. Diclofenac Sodium
43. Aspirin 
44. Levetiracetam 
45. Carbidopa 
46. Levodopa 
47.Carbamazepine
48. Oxcarbazepine 
49. Valsartan 
50. Olmesartan 
51. Atorvastatin 
52. Acyclovir 
53. Lopinavir
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