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India’s Production Linked Incentive 

Scheme (PLI) 

India's manufacturing sector, contributing 

approximately 17% to GDP, remains low 

relative to its vast population and economic 

potential. Despite being home to the world's 

youngest workforce, with a median age of 28 

years1, India remains heavily dependent on 

imports in critical sectors like electronics, 

machinery, and energy. To bridge this gap and 

harness its demographic dividend, the 

government has implemented the Production 

Linked Incentive (PLI) Scheme, aimed at 

revitalizing domestic manufacturing. Unlike 

past incentive programs, which spread 

resources thinly across numerous companies, 

the PLI scheme focuses on identifying and 

supporting a smaller group of high-potential 

firms, fostering champions that can achieve 

scale and efficiency. Another distinctive 

 
1 India Demographics 2024 - Worldometer 

feature of the PLI scheme is that it was 

designed after extensive consultations with 

the domestic industry. This collaborative 

approach ensured that the scheme 

incorporates practical insights and aligns with 

the needs of the manufacturing sector. 

Introduced in 2020 under the "Make in India" 

initiative, the PLI scheme targets 14 key 

sectors, including electronics, 

pharmaceuticals, automotive components, 

and renewable energy. It incentivizes 

companies—both domestic and foreign—

based on incremental production, with 

payouts ranging from 4-6% of revenue over a 

five-to-seven-year period. A total budget of 

$33 billion supports the program.  

The PLI scheme has delivered significant 

outcomes. The scheme has approved 755 

applications2 across 14 sectors, attracting 

2 Press Information Bureau Government of India 
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investments of US$16bn+ and has facilitated 

the production of goods worth US$130bn+ by 

June 243. It has generated approximately 

850,000 jobs. Notably, exports linked to PLI 

beneficiaries have surpassed US$50bn, 

contributing significantly to India's trade 

balance. From a net importer, India has 

emerged as a net exporter of mobile handsets. 

Smartphones are now the fourth largest export 

from India. Apple achieved a $10 billion 

production milestone in India4. Sectors 

leading this growth Electronics, Pharma, IT 

hardware, Solar PV modules, Drones and Food 

processing. Semiconductors and Advanced 

Chemistry Cell Batteries are also seeing 

increased participation. In a few categories, 

Indian government has used certain 

protectionist measures such as higher import 

duties and increased regulations for imports to 

give some cushion to domestic producers. This 

is also driving higher interest in PLI schemes. 

Has it worked? 

Although there has been success in some 

sectors, particularly electronics, the overall 

utilisation of PLI outlay has been slower than 

expected. Approximately 11% of total 

allocated funds are expected to be utilized by 

FY2025 and of the total expected capex from 

the PLI scheme only 30-35% has been 

invested5, partly due to the long gestation 

periods of capital-intensive projects. Some 

 
3 Article from Economic Times Sep24 
4 Article from Economic Times Nov24 

sectors, such as textiles and specialty steel, 

have lagged in meeting targets. The 

Government is however being proactive, and 

tweaking schemes based on feedback from the 

industry. The Government also continues to 

expand the coverage of PLI schemes. The 

government is planning to introduce additional 

incentive scheme for new sectors like toys, 

leather and footwear to attract anchor 

investors. Additionally, with a focus on 

increased backward integration, specific PLI’s 

are being designed targeted at component 

manufacturing within a sector.  

The PLI scheme is positioned to significantly 

boost India's manufacturing capabilities and 

exports, especially in high-tech sectors. Its 

future depends on addressing bottlenecks and 

capitalizing on India's strategic position in 

global supply chain shifts. Indian companies 

need to invest in R&D capabilities internally to 

move up the ranks. In a few categories, global 

companies still enjoy competitive advantage 

even with PLI incentives in place due to 

economies of scale; Indian companies need to 

reach critical size so that the government can 

remove import duties or reduce incentives for 

the companies to start competing globally. 

Continued policy refinement and strong 

industry-government collaboration will be key 

to achieving its long-term goals of taking 

manufacturing from 17% of GDP to 25% of 

GDP. 

5 Article from Financial Express Sep24 
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How is India Capital Growth Fund 

benefiting from this incentive? 

India Capital Growth Fund is benefiting from 

PLI and its holding in Dixon Technologies 

(Dixon) exemplifies the scheme's success. 

Dixon, India’s largest Electronics 

Manufacturing Services (EMS) provider, has 

capitalized on the PLI scheme for mobile 

manufacturing, becoming a market leader. 

Dixon counts almost the entire Android based 

mobile phone manufacturers as its clients, and 

it also has top 4 out of 5 global IT hardware 

companies as its clients under the respective 

PLI schemes. As a result, it has witnessed high 

growth – revenue & profits growing at a CGAR 

of 40%+ in the last 5 years6. The government 

is planning to introduce new incentive 

schemes for components, Dixon is planning to 

expand and increase the value-addition in its 

offering. Dixon has already announced a JV for 

glass & display manufacturing with HKC 

(China), which will be used in mobile phones 

and IT hardware. We believe Dixon’s move into 

backward integration will help its objective to 

increase value-addition and profitability in line 

with government’s upcoming incentives plan 

on component manufacturing. 

 

 

 

Important Information  

This document has been prepared by Ocean Dial Asset Management (“ODAM”). ODAM is authorised 
and regulated in the United Kingdom by the Financial Conduct Authority (Firm Reference No. 447424) 
and is registered in England (Company No. 0558307), with its registered office at 30 Coleman Street, 
London EC2R 5AL.  

For further information on the fund including the specific risks and the overall risk profile of the fund, 
as well as the share classes within, please refer to the India Capital Growth Annual Report and the Key 
Investor Information Documents (KIIDs) (available on indiacapitalgrowth.com). This document is 
intended for use by individuals who are familiar with investment terminology. Please contact your 
financial adviser if you need an explanation of the terms used. 

The value of investments and any income generated may go down as well as up and is not guaranteed. 
An investor may not get back the amount originally invested. Past performance is not a reliable guide 
to future results. Changes in exchange rates may have an adverse effect on the value, price or income 
of investments. The information and opinions contained in this document are subject to updating and 
verification and may be subject to amendment. The information and opinions do not purport to be 
full or complete. No representation, warranty, or undertaking, express or limited, is given as to the 
accuracy or completeness of the information or opinions contained in this document by ODAM, its 
partners or employees. No liability is accepted by such persons for the accuracy or completeness of 
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any such information or opinions. As such, no reliance may be placed for any purpose on the 
information and opinions contained in this document. 

Please note that individual securities named in this report may be held by employees or partners of 
ODAM or persons closely associated with them, personally for their own accounts. The interests of 
clients are protected by the operation of a conflicts of interest policy and associated systems and 
controls which prevent personal dealing in situations which would lead to any detriment to a client. 

The information in this document has been issued and approved by ODAM as a financial promotion 
for the purpose of section 21 of the Financial Services and Markets Act 2000. ODAM does not act for 
you in any way in relation to the investment and investment activity to which this document relates. 
In particular, except as may otherwise be formally agreed in writing, ODAM will not provide any 
investment services to you and/or advise you in the merits of, or make any recommendation to you 
in relation to, the terms of any transaction. No representative of ODAM is authorised to behave in any 
way which would lead you to believe otherwise. ODAM is therefore not responsible for providing you 
with the protections afforded to its clients and you should seek your own independent legal, 
investment and tax advice as you see fit. The information contained in this document is neither an 
oer for sale nor a solicitation of an offer to buy securities. This document should not be used as the 
basis for any investment decision. 

 


