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India’s defence industrial policy is undergoing
a profound transformation. In 2025, designat-
ed as the ‘Year of Reforms’, the Ministry of
Defence announced updates to the Defence
Acquisition Procedure (DAP) through a three-
pillared strategy. This includes: (a) less owner-
ship constraints to allow foreign-led firms to
act as primary contractors, (b) priority to deliv-
ery speed and export capacity over tradition-
al domestic preferences, and (c) new sovereign
oversight through mandatory tech transfer dis-
closures, and indigenous content verification.
We examine the policy in the light of India’s
experience, and that of other latecomers.

Little FDI despite liberal norms: India opened
the defence manufacturing to foreign owner-
ship in 2001, and progressively liberalised the
regime. In 2020, foreign ownership up to 74 per
cent was permitted under the automatic
route, with provision for 100 per cent where
access to modern technology was anticipated.
The underlying expectation was that the
higher ownership caps would attract global
defence majors, enable technology transfer, and
strengthen the indigenous manufacturing
capability.

According to the official figures, between 2001
and September 2025, cumulative FDI inflows
into defence manufacturing amounted to
$26.5 million, of which $16.4 million came after
the 2020 liberalisation. This is striking given that
the foreign investors generally show a strong
preference for unambiguous control. Thus, the
liberal ownership norms, by themselves, do not
work, at least in defence manufacturing sector.

Defence  is  different:  This is because invest-
ment decisions are strategic rather than
market-driven, and are embedded in the
national security frameworks of investors’
home nations. Tech transfer is circumscribed
by export controls, licensing regimes, and
geopolitical considerations. This divergence has
sharpened in recent years as advanced
economies expanded national security screen-
ing to cover dual-use technologies, electronics,
data, artificial intelligence, and advanced man-
ufacturing. They began to monitor outward
investments. One of the recent cases is that of
the UK which under its National Security and
investment Act, 2021, screens outward invest-
ment in 17 areas which include defence, and
dual-use technologies. In this global context,
expectations that advanced defence tech-
nologies will flow freely into India through the
FDI route are increasingly unrealistic, irrespec-
tive of ownership thresholds.

Reliance  on  control  measures:  India has
focused largely on formal parameters such as
equity caps, board composition, and the

nationality of directors. Effective control resides
not in equity shares but in control over tech-
nology, software, upgrades, compliance
systems, and export permissions. These are gov-
erned through shareholder agreements, licens-
ing contracts, and internal compliance regimes
that lie largely outside routine regulatory
scrutiny.

The governance structures of defence and
aerospace joint ventures (past and present) illus-
trate this reality. Even where the Indian part-
ners hold majority equity, key strategic deci-
sions often require unanimity, effectively con-
ferring veto power on the foreign collaborator.
Compliance systems and export-import con-
trols are frequently required to be acceptable
to the foreign partner, thus entrenching tech-
nological and operational dependence. The
result is foreign control over critical technolo-
gies, and future developments, irrespective of
the extent of Indian ownership. This is a stan-
dard governance design in most of the sensi-
tive sectors.

The proposed safeguards in the
2025 framework face a dual-track
failure. If enforced strictly, they will
deter foreign participation by
scaring away risk-averse OEMs. If applied
leniently, they will remain “paper tigers”,
delivering assembly lines without the under-
lying design authority. In a crisis, a foreign OEM’s
first loyalty is invariably to its home govern-
ment’s export controls.

Tight-ffisted  tech  control:
India’s experience in civilian
manufacturing offers a par-
allel. In the auto sector, which
has received substantial FDI,
leading Indian subsidiaries
invest little in in-house R&D
while making sizable royalty
and technical fee payments
to the parent firms. Advanced
design capabilities, and core
technologies remain con-
centrated abroad, with
Indian operations function-
ing largely as long-term tech-
nology users. Many leading
firms in other industries
follow a similar pattern. In
sectors such as machinery,
and electrical equipment,
technology agreements rou-

tinely impose restrictions on exports, modifi-
cations, and third-country sales. Similar but
more stringent conditions apply in defence col-
laborations, further constraining learning,
reverse engineering, and the development of
independent export capability.

Global  experience:  South Korea combined
procurement, R&D, offsets, and exports under
strong state coordination, with tech transfer
explicitly staged and enforceable, and lifecycle
autonomy treated as non-negotiable. Türkiye
treated joint ventures as transitional arrange-
ments, enforced offsets aggressively to localise
electronics and systems integration, and nur-
tured national champions through assured
demand and patient capital. In both the cases,
foreign participation was instrumental but time-
bound, and not permanent. In the cases of
Brazil, Israel, and Singapore, the state-owned
sector played important roles.

Risks  in  FDI-ddependence:  The argument is not
against foreign participation per se but that FDI

can play a supporting or transition-
al role. Genuine capability building
requires a decisive shift in policy
focus: from ownership to effective
control, value addition to design

and lifecycle autonomy, and capital accommo-
dation to tech mastery. The question is about
who controls technology, upgrades, and
exports. Unless the policy is anchored around
this, further liberalisation in policy and proce-
dures risks deepening strategic dependence

rather than advancing Atma-Nirbharta.
A foreign OEM does not share its core IP

because it owns 74 per cent or even 100 per
cent. It is shared if its home government allows
it, and because the host nation makes it a non-
negotiable condition. Indigenous content
norms must insist on design ownership,
source-code access, and upgrade rights, not
merely value addition. Strengthening domes-
tic players should be the topmost priority.

The views expressed by the prime minister’s
group (2008), which was set up under the
National Manufacturing Competitiveness
Council, are still relevant. It stated that “many
of the technologies in the fields of Defence, Aero
Space, IT, Atomic Energy and other high tech-
nology areas are not available either through
the liberalised FDI route or for buying them out-
right. Clearly for a major country like India, in
the long term, it is necessary to have the state-
of-the-art technologies, and also a programme
to develop the next generation technologies
internally through vigorous R&D effort. Many
developing countries including China have
worked towards this end by putting in place
appropriate FDI and Industrial policies.”

India  needs  to  follow  a  strategy,  which  may
include:
l Preference to joint ventures with sunset

clauses on foreign technological control
rather than to foreign-owned
subsidiaries

l No policy or procedure to undermine the
development of indigenous capabilities;
far from providing a level-playing
ground, domestic manufacturers should
always be preferred 

l State to retain special rights or golden
shares in critical platforms

l FTAs to be used strategically to negotiate
technology access even without equity
participation

l Priority to patient, long-term capital
rather than short-horizon financial
investors

l Shun progressive liberalisation of FDI
policy and procedures, on one pretext or
the other.

United States President Donald Trump is stand-
ing with a club and spade to build his private-
public boulevard. He has decided that playing
merely with the king of hearts would not land
aces up his sleeve, which has two tattoos,
“America First,” and “Make America Great Again.”
While Trump jauntily works the path, the rest of
the world, including powerful allies, is left to
wonder what and when they will be told (or
ordered) to work on the proposed building, or
even plant trees to construct a “beautiful”
MAGA drive.

After the trade deal between the US and
European Union (EU), which many of the latter’s
members showed disgust for, a 32-page
American security document, “National Security
Strategy (NSS) of the United States of America”,
reflected the diplomatic design of Trump’s
realpolitik architecture. Whatever the rest of the
world may say about him, he cannot be called
coy or innocuous. Much of the content of the
security document derives from the US Vice-
President JD Vance’s speech on February 14 at
the Munich Security Conference. There, he
talked about the erosion of democratic norms
in Europe. He argued that the danger to that con-
tinent came from internal factors, and not the
external ones like Russia or China.

The NSS adopts a paternalistic attitude towards
the EU. “Our goal should be to help Europe
correct its current trajectory. We will need a
strong Europe to help us successfully compete,
and to work in concert with us to prevent any
adversary from dominating Europe,” it states.
One of its pillars is to rediscover the more than
200-year-old foreign policy statement known as
the Monroe Doctrine, with a “Trump Corollary,”
that the ‘The Economist’ magazine termed the
“Donroe doctrine.” The aim: politics and com-
merce on White House terms.

“After years of neglect, the United States will
reassert and enforce the Monroe Doctrine to
restore American preeminence in the Western
Hemisphere, and to protect our homeland and
our access to key geographies throughout the

region. We will deny non-Hemispheric competi-
tors the ability to position forces or other
threatening capabilities, or to own or control
strategically vital assets, in our Hemisphere. This
“Trump Corollary” to the Monroe Doctrine is a
common-sense and potent restoration of
American power and priorities, consistent with
American security interests,” explains the NSS.
According to ‘The Economist,’ this perception is
a “further reason for America's friends to plan
for the worst.”

Like Vance’s speech, the NSS was
met with strong protests from the
European leaders. They accused
the vice-president of interfering in
internal matters, and supporting the
populist-right parties. The NSS “pro-
voked yet more outrage in Europe. European
Council president Antonio Costa and Germany’s
chancellor Friedrich Merz have both described
parts of the document as ‘unacceptable,’ with
much criticism geared towards the blatant
political interference the strategy suggests the
US plans to conduct in Europe,” observes the
global think tank, European Council on Foreign
Relations.

“The NSS has also delivered a harsh diagno-
sis about the continent’s economic decline,
although these issues (for example, Europe’s lack
of competitiveness, its declining share of global
tech revenues, and dependence on China for
green-tech supply chains) are also being
acknowledged and documented by Europeans,”
it adds. The doctrine of President James Monroe
was foreign policy created in 1823 against
European colonialism in the Western
Hemisphere. It viewed any intervention by
foreign powers in the political affairs of the
Americas as a hostile act against the US.

Much of the NSS reads like a minder’s list of
do’s-and-don’ts to the class, where White House
clearly spells out, “We want to support our allies
in preserving the freedom and security of
Europe, while restoring Europe’s civilisational
self-confidence and Western identity….” It adds,

“We will oppose elite-driven, anti-democratic
restrictions on core liberties in Europe, the
Anglosphere, and the rest of the democratic
world, especially among our allies.” Of course,
“mass” migration is the greatest threat to the
West, and the NSS pledges to secure the US
borders, as well as support Europe’s populist-
right parties in their similar pursuits.

Europe comes for criticism over climate
change concerns, and policies aimed at devel-
oping alternative energies. In no uncertain

terms had Trump decried these issues
in his controversial speech at the
United Nations General Assembly in
end-September. “This ‘climate
change,’ it is the greatest con job ever
perpetrated on the world, in my

opinion," he said. He maintained that such state-
ments about climate change were made by
“stupid people that have cost their countries for-
tunes, and given those same countries no
chance for success.”  

European nations, which have recently expe-
rienced floods, hurricanes, and heat waves that
have forced them to develop ways to battle
climate change, found themselves snubbed by the
NSS. The US document declares that Washington
rejects “the disastrous ‘climate change’ and ‘Net
Zero’ ideologies that have so greatly harmed
Europe, threaten the United States, and subsidise
our adversaries.” It did not mince words in its cri-
tique of Europe. For, according to the NSS, the
“larger issues facing Europe include activities of
the European Union and other transnational
bodies that undermine political liberty and sov-
ereignty, migration policies that are transforming
the continent and creating strife, censorship of free
speech and suppression of political opposition,
cratering birthrates, and loss of national identi-
ties and self-confidence.”

The NSS states that Europe’s lack of self-con-
fidence is evident in its relationship with Russia,
where due to the war in Ukraine, its relations are
deeply attenuated, and many Europeans regard
Russia as an existential threat. Thus, “Managing
European relations with Russia will require sig-
nificant US diplomatic engagement, both to
reestablish conditions of strategic stability
across the Eurasian landmass, and to mitigate
the risk of conflict between Russia and European
states.” It is ironic that Trump stands accused of
similar charges: Press censorship, undermining
political liberty, and playing a love-hate game
with Russia’s Vladimir Putin.

Trump’s “America First” diplomacy seeks to
“rebalance global trade relationships,” as the NSS
claims. “We have made clear to our allies that
America’s current account deficit is unsustain-
able. We must encourage Europe, Japan, Korea,
Australia, Canada, Mexico, and other prominent
nations in adopting trade policies that help rebal-
ance China’s economy toward household con-
sumption, because Southeast Asia, Latin America,
and the Middle East cannot alone absorb China’s
enormous excess capacity.” Hence, America must
sell more to the rest of the world, which needs
to buy less from China, and other competitors.
In effect, Monroe is now Donroe. 

BUSINESS 10
NEW DELHI | FRIDAY | DECEMBER 26, 2025

BLASÉ CAPITAL
OILSLICK

AI Powered
Digital Banking

Solutions

WWW.i-exceed.com

He desires, and you better agree
After trade, the US wants to correct EU’s political trajectory

Low FDI inflows due to strategic constraints, control over tech
Make-in-India via foreign tech

India’s crude oil sector is trending toward continued
growth in 2026, driven by robust domestic demand,
even as global price dynamics point to moderation and
oversupply risks, according to market experts.
According to the Organization of the Petroleum
Exporting Countries (OPEC), India’s oil demand will rise
sharply in 2026, increasing to 6 million barrels per day
(bpd) from 5.74 million bpd in 2025, an increase of over
four per cent year-on-year. This growth outpaces that
of China, and many other major economies, which
underlines India’s emergence as a key driver of fuel con-
sumption. The rising demand is fuelled by transport
fuels such as diesel and gasoline, expanding road net-
works, stronger activity in manufacturing and services,
and supportive government policies.

For India, the implication is a mix of opportunities
and challenges. Lower global prices can further curb
inflation, and reduce pressure on current account
deficit, freeing up fiscal space for strategic investments.
At the same time, India remains heavily dependent on
imported crude to meet more than 85 per cent of its
energy needs, exposing the economy to external prices,
and geopolitical swings. us

Global prices are heading toward a prolonged
phase of oversupply, with weakening demand signals,
and expanding production weighing more heavily than
geopolitical risks. Oil benchmarks have logged sharp
declines in 2025, and market participants expect the
surplus conditions to persist in 2026. Brent crude
slipped below the $60-a-barrel mark, while West Texas
Intermediate (WTI) is trading near $56. Both are
down by nearly 20 per cent this year, which reflects a
market increasingly dominated by excess supply.

According to Riya Singh, research analyst (commodi-
ties and currency), Emkay Global Financial Services, con-
cerns around a structural supply glut are firmly
anchoring market sentiment. “Oil prices moved
toward a second consecutive weekly decline, as per-
sistent concerns over a structural supply glut contin-
ued to outweigh geopolitical risks,” she says. She adds
that the market will remain oversupplied into early
2026, and Trafigura projects Brent crude prices to stay
in the $50 range through mid-2026.

Supply additions from both OPEC+, and non-OPEC
producers have outpaced demand growth, while
consumption expansion remains muted amid slower
economic momentum in major economies. Although
tensions surrounding Russian and Venezuelan crude
have provided intermittent support, they have not been
sufficient to reverse the broader surplus narrative. Thin
holiday trading volumes have amplified the near-term
price swings, reinforcing the downside pressure on
prices in an already-fragile market.

Signs of oversupply are becoming increasingly
visible in global crude trade flows, particularly for
Russian oil. Singh points to growing dislocations in ship-
ments of Urals crude, traditionally a key grade for the
Indian refiners. “A growing number of tankers carry-
ing Urals oil are idling off China’s coast as Indian
demand fades under tighter US sanctions,” she notes.
Data from Kpler shows that 3.4 million barrels of
Russian crude are currently floating near China’s
Shandong province, the highest level seen in over five
years.

New sanctions on major Russian producers such as
Rosneft and Lukoil, apart from the earlier ones on
Russia, disrupted oil supply flows, while Indian refin-
ers, including the private giant, Reliance Industries,
remained cautious. Russian sellers reportedly offered
Urals crude at steeper discounts than Iranian oil to
attract Chinese refiners, underscoring how oversup-
ply is reshaping trade dynamics.

Weak macroeconomic data from the US and China
further clouded the demand outlook. According to a
Tata Mutual Fund research note, MCX crude oil prices
are likely to slip back toward the `4,950 level, as con-
cerns grow over the economic health of major consum-
ing nations. The report highlights that the efforts by
the US to push for an end to the Russia-Ukraine war
can add to the downside risks. Any easing of sanctions
on Russian energy exports will potentially bring addi-
tional supply into an already-crowded market, and this
will further intensify the global oversupply concerns.

Despite the bearish backdrop, some factors may
cushion sharper declines. OPEC+ has agreed to keep
oil output levels unchanged for the first quarter of 2026,
providing a degree of supply discipline. A weaker US
dollar, and rising expectations of interest rate cuts by
the Federal Reserve can lend near-term support to
prices. OPEC estimates that global supply exceeded
demand by around 500,000 bpd, reversing earlier
deficit forecasts. However, it has lowered its outlook
for crude demand from OPEC+ member nations in 2026
by 100,000 bpd, reinforcing the longer-term surplus
view. Inventory data offers a mixed picture. US crude
oil inventories are four per cent below the five-year
average, while gasoline and distillate fuel stocks are
also lower, signalling underlying demand resilience.

In 2026, crude oil markets will remain volatile but
broadly range-bound. Persistent oversupply, subdued
demand growth, and evolving geopolitical develop-
ments will continue to cap price recovery. While tem-
porary rallies may emerge on supply disruptions or
policy shifts, the balance of risks remains tilted
toward lower prices. For major oil-importing countries
like India, a softer crude environment may help
further contain inflation, and improve external bal-
ances. However, global producers and exporters may
face sustained margin pressure as the market adjusts
to a new phase of structural surplus. 

Rao is Senior Research Fellow at the
Academy of Business Studies, and Ranganathan 

is an independent researcher 
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