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Major Arms Importers 

With 60 per cent of India’s capital acquisition being met through imports, the country has 
emerged as one of the biggest importer of defence equipment in the world, accounting for 
12.77 per cent of all global arms transfers in the world for the seven years period from 2011 
to 2017. The cumulative Indian arms imports, for the same period, were more than the 
combined total of the next two biggest importers namely, Saudi Arabia (8.37 per cent) and the 
UAE (4.25 per cent). But it is heartening to see that India’s arms imports reduced significantly 
in the years 2017 and 2018. 
 

Graph 2: Defence Imports Data of Major Arms Importing Countries 

 
Source: http://armstrade.sipri.org (TIV- Trend Indicator Value in USD) 

Current Scenario 
The Department of Defence Production (DDP) has set a target of producing equipment worth 
`90,000 crore in the FY 2019–20. Exports worth `15,000 crore have been targeted from the 
total quantity of equipment produced. This target set for the FY 2019–20 is nearly 12 per cent 
higher than the production achieved in the previous financial year. In the FY 2018–19, DDP 
had produced equipment worth `80,502 crore, wherein the exports accounted for `10,745 
crore worth of equipment. The export is set to grow in the coming years and is targeted at 
`35,000 crore by the year 2024.  
 
Reversing Trend of Arms Import and Export 
It is encouraging to see the reversing trend of both import and export in the last five years. 

The corresponding data is given in Table 2. Our weapon imports reduced from US$ 5.4 billion 

https://www.freepngimg.com/
https://dlpng.com/
http://armstrade.sipri.org/
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in 2013 to US$ 1.53 billion in 2018. Thanks to the initiatives taken by the GoI in the last 10 

years. 

Table 2: India’s Defence Import vs Export from 2011–2018 (in million US$) 

Year  2011 2012 2013 2014 2015 2016 2017 2018 

Declining 

Import  
3596 4395 5376 3334 3065 3021 2917 1539 

Increasing 

Export  
3 0 14 36 42 37 56 46 

Source: http://armstrade.sipri.org 

 
Increased Allocation to DRDO 
The budget allocation to the DRDO for the FY 2016–2017 was `13,501 crore. It was increased 
to `15,399.25 crore and `17,121.99 crore in the FY 2017–2018 and FY 2018–2019, 
respectively. For the FY 2019–2020, `19,021.02 had been allocated. Current allocation comes 
at 6 per cent of the total defence outlay.  
 
 

Graph 3: Budget Allocation to Defence Services for the FY 2019–2020 

 
Source: https://idsa.in/issuebrief/indias-defence-budget 

Foreign Direct Investment 

The GoI has been trying hard to get more FDI for the defence sector by first raising the cap 

from 26 per cent to 49 per cent through automatic route and to 100 per cent through the 

approval of MoD. Currently, foreign investors can hold 100 per cent ownership of any new 

venture. But the response from foreign vendors has been very slow and the corresponding 

data is shown in Table 3.  The GoI has given 460 licences so far to boost defence production.  

Table 3: FDI in Defence Sector from 2014–2019 

Year Total FDI in Defence 

2014–15 US$ 0.08 million (`57 lakh) 

http://armstrade.sipri.org/
https://idsa.in/issuebrief/indias-defence-budget
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2015–16 US$ 0.10 million (71 lakh) 

2017–18 US$ 0.01 million (`7 lakh) 

2018–19 US$ 2.18 million (`15 crore) 

Source: https://economictimes.indiatimes.com/news/defence/ 

 
“Make in India” and Vendor Development  
Under the “Make in India” programme, there are six broad procurement categories with the 

Indigenously Designed Developed and Manufactured (IDDM) category being the most 

preferred acquisition option. The six categories are aimed at promoting all kinds of domestic 

vendors engaged in defence related product development and manufacturing. This 

programme would create eco-systems that would accelerate the defence production and 

exports in the coming years. The GoI is also planning to nurture 1500 MSMEs for defence 

production by the year 2025.  

iDEX 

Innovations for Defence Excellence (iDEX) is an ecosystem to foster innovation & technology 

development in Defence and Aerospace by engaging innovators & entrepreneurs to deliver 

technologically advanced solutions for modernising Indian Military. It is a pioneering initiative 

for innovators venturing into defence start-ups. Around 200 start-ups have come into 

existence under iDEX for defence production. 

 
 

 
Source: https://blog.ipleaders.in 

 
 
 
Exploring Overseas Market   
Our IT industry has prospered over the years by capturing many overseas market. IT sector is 
one of the least regulated and has flourished over the years compared to the peer sectors. 
Since the number of equipment/systems/platforms being required for Indian defence is very 
less, the domestic defence industry should explore overseas market to make the production 
economically viable. As there is no tough competition, Indian firms/entrepreneurs can really 
make a fortune out of exports in the coming years. The Indian Armed Forces will be the 
ultimate beneficiary if we become an arms exporting nation. The Government has recently 
announced the creation of ten more Defence Attache posts in Friendly Foreign Nations (FFN) 
to facilitate arms exports to those nations. 
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Defence Parks and Corridors 
The Department of Industrial Policy and Promotion (DIPP) under the Ministry of Commerce 
and Industry is planning to establish Defence Parks under Modified Industrial Infrastructure 
Upgradation Scheme (MIIUS). The Government of Kerala is to establish the first Defence Park 
in the country dedicated to the production for the Armed Forces as well as catering arms 
export. The project is taken over by the Kerala Industrial Infrastructural Development 
Corporation (KINFRA) at Ottapalam, Palakkad, for a sanctioned amount of `191 crore 
involving a central grant of `50 crore. Rest of the amount would be met by the State 
Government.  
 

  
Source: http://kinfra.org/departments/kinfra-defence-park 

 
The Gujarat government has decided to set up defence parks at Sanand, Khoraj and Dholera 
for MSME and ancillary units. The Telangana government is also proposing to set up three 
aerospace and defence parks on the outskirts of the city over the next four years with an 
investment of `2,500 crore. Apart from this, the GoI has allocated a whopping `20,000 crore 
for setting up defence corridors in Tamil Nadu as well as in Uttar Pradesh. Dedicated clusters 
and echo systems will be created in these corridors targeting exports in the defence sector. 
 
DRDO Young Scientists Laboratories (DYSLs) 
Five new defence laboratories led by young directors and military scientists were formally 

launched under the DRDO recently. They are located in Bengaluru, Mumbai, Chennai, Kolkata 

and Hyderabad. The labs will pursue a key technology necessary for developing the nation’s 

next-generation defence systems. The specialised areas of work for these laboratories are 

artificial intelligence, quantum technologies, cognitive technologies, asymmetric technologies 

and smart materials.  

Major Thrust Areas  
Some of the trust areas for boosting the defence manufacturing sector in the coming years 
are listed below. 
  

(a) More joint ventures between DRDO/DPSUs and private industries. 
(b) Identification and production of import substitutes  
(c) Facilitating more FDI in the sector and providing red carpet welcome to foreign 

defence manufacturers to start their production bases in India. 
(d) Providing more funds to DRDO for research and making it more accountable. 
(e) More collaboration between the Academia and DRDO. 
(f) Setting up more export-oriented defence parks, corridors and clusters with initial 

tax exemptions. 
(g) Exploring overseas markets to sell defence stores, equipment and ammunition. 
(h) Privatisation of DPSUs to make it more accountable, competitive and productive. 
(i) More DYSLs labs on future technologies aiding defence. 
 

http://kinfra.org/departments/kinfra-defence-park
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Conclusion  
India plans to spend US$ 130 billion on military modernisation in the next five years to achieve 
self-reliance in defence production. The Government has opened up the defence industry for 
private sector participation and started giving impetus to indigenous manufacturing. Opening 
up of the sector also paves the way for foreign original equipment manufacturers to enter into 
strategic partnerships with Indian companies. First few decades post-independence were not 
encouraging for our defence sector and we missed the opportunity to become a global player 
in arms manufacturing and export. However, the steps taken by the GoI in the last few years 
are encouraging and this would help to cover the loss we had in the last six decades.  We can 
make India not only self-reliant in defence but also a leading arms exporter in the world. A 
total of 1028 firms participated in the ‘Defence Expo – 2020’ held at Lucknow recently out of 
which 172 were from abroad, which is very encouraging. The new found mantra is ‘Make in 
India, for India, for the world’ 
 
Cdr Jayakrishnan N Nair (Retd) is a Senior Fellow (Defence and Military Analysis) at CPPR 

Views expressed are personal and need not reflect or represent the views of Centre for Public 

Policy Research 

 
References 

https://ddpmod.gov.in/ 

https://timesofindia.indiatimes.com/blogs/para-phrase/our-defence-ministry-remains-
firmly-wedded-to-mid-twentieth-mindset/ 

https://ofbindia.gov.in/ 

https://www.pmindia.gov.in/en/major_initiatives/make-in-india/ 

https://www.jagranjosh.com/general-knowledge/list-of-defence-public-sector-undertakings-
in-india-1504177924-1 

https://www.globalsecurity.org/military/world/india/budget.htm 

https://tradingeconomics.com/india/military-expenditure 

https://www.export.gov/article?id=India-Defense 

https://data.worldbank.org/indicator/MS.MIL.MPRT.KD?contextual=default&end=2018&loca
tions=IN&start=1960&view=chart 

https://www.investindia.gov.in/sector/defence-manufacturing 

https://data.gov.in/keywords/drdo 

https://idsa.in/issuebrief/indias-defence-budget 

http://armstrade.sipri.org 

https://ddpmod.gov.in/
https://timesofindia.indiatimes.com/blogs/para-phrase/our-defence-ministry-remains-firmly-wedded-to-mid-twentieth-mindset/
https://timesofindia.indiatimes.com/blogs/para-phrase/our-defence-ministry-remains-firmly-wedded-to-mid-twentieth-mindset/
https://ofbindia.gov.in/
https://www.pmindia.gov.in/en/major_initiatives/make-in-india/
https://www.jagranjosh.com/general-knowledge/list-of-defence-public-sector-undertakings-in-india-1504177924-1
https://www.jagranjosh.com/general-knowledge/list-of-defence-public-sector-undertakings-in-india-1504177924-1
https://www.globalsecurity.org/military/world/india/budget.htm
https://tradingeconomics.com/india/military-expenditure
https://www.export.gov/article?id=India-Defense
https://data.worldbank.org/indicator/MS.MIL.MPRT.KD?contextual=default&end=2018&locations=IN&start=1960&view=chart
https://data.worldbank.org/indicator/MS.MIL.MPRT.KD?contextual=default&end=2018&locations=IN&start=1960&view=chart
https://www.investindia.gov.in/sector/defence-manufacturing
https://data.gov.in/keywords/drdo
https://idsa.in/issuebrief/indias-defence-budget
http://armstrade.sipri.org/

