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Executive Summary

India must urgently adopt a 'Hybrid Defense Acceleration' strategy, expanding defense spending to
approximately 3% of GDP and simultaneously scaling indigenous mass production of drones and
munitions, while investing heavily in AI, cyber, and next-generation EW technologies. The current
security order—shaped by ongoing wars such as Russia-Ukraine and US-Israel-Iran
tensions—mandates a rapid and decisive shift beyond traditional doctrines. This approach, leveraging
India's multi-alignment for critical technology transfer, seeks to prevent a growing capability gap with
peer adversaries and fortify economic and strategic resilience.
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Situation Assessment

The onset of prolonged, high-intensity conflicts in Ukraine and the Middle East is fundamentally
reshaping global warfare, providing a live laboratory for the evolution of tactics, defense economics,
and technological innovation. The widespread deployment of mass-produced, low-cost
systems—particularly drones and loitering munitions—has proven decisive, influencing both
operational tempo and strategic outcomes, as highlighted by China's success in exporting around 282
combat drones to 17 countries over the last decade. For India, situated in a region marked by critical
threats from both China and Pakistan, these developments impose an urgent necessity for
transformative modernization of defense doctrine and industrial capacity. 

Defense Minister Rajnath Singh’s directive to establish India as a global hub for indigenous drone
production by 2030 and achieve self-reliance underscores the urgency of the response. The security
environment is further complicated by intensified grey-zone activities in the Indian Ocean Region and
sharp advances in adversary capabilities, particularly China’s Western Theater deployments near the
Line of Actual Control (LAC). Meanwhile, global supply chain vulnerabilities, as witnessed in conflicts
exceeding four weeks, threaten access to critical raw materials and highlight the fragility of extended
logistical networks. India’s current military expenditure stands at 2.27–2.44% of GDP, but expert
recommendations and historical precedent support a strategic increase to approximately 3%, provided
efficient allocation and phased indigenization targets are met. The cumulative effect of these
developments is a recalibration of priorities—away from incrementalism and towards disruptive,
hybrid preparedness across all warfare domains.

Key Development Date Strategic Implication

India’s drone self-reliance target
announced

2030 (policy) Signals major industrial shift towards autonomous
systems

China exports 282 combat
drones

2013–2023 Sets global benchmark for scalable unmanned warfare

Protracted conflicts impact
supply chains

Ongoing
(2023–2024)

Necessitates resilient, indigenous production

Dates refer to specific events or ongoing periods. Strategic implications denote impact on Indian defense posture.

Stakeholder Analysis

The evolving security environment involves a constellation of actors, each wielding distinct positions,
leverage, and the capacity to shape outcomes. China, with forward-deployed ground and naval assets,
represents the most critical military competitor along both land borders and the Indian Ocean, while
Pakistan maintains high-motivation posture along the Line of Control. Within this landscape, global
supply chain actors and cyber/space antagonists exert indirect but high-impact influence. India’s
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defense policy, backed by the multi-alignment strategy, deftly navigates access to Western
technologies (US, France, Israel) and traditional partnerships (Russia), enhancing strategic optionality
without formal alliances. The dynamic tension among these actors underscores the necessity for India
to avoid over-reliance on any single partnership, while maximizing autonomy and technological
access.

Actor Stated Position Leverage Veto
Power

Key Indicator to Watch

China (PLA) Assertive on territorial
integrity; rapid military
modernization

HIGH YES PLA force posture at LAC, grey-zone
activities in IOR

Pakistan
(PAF/Army)

Maintains active
tension at LoC; seeks
parity via asymmetric
means

MEDIUM YES Ceasefire violations, proxy activity
escalation

US/France/Israe
l

Technology
partnership, defense
co-production;
hedging on alliances

HIGH NO Defense tech transfer agreements
frequency

Global Supply
Chain Actors

Implicit leverage
through control of
chokepoint
technologies (e.g.,
semiconductors)

HIGH YES Raw material export restrictions, supply
disruptions

India (GoI,
MoD)

Hybrid defense
modernization,
strategic autonomy via
multi-alignment

MEDIUM NO Budget allocation, drone production
targets progress

Leverage: HIGH=red, MEDIUM=amber, LOW=green. Veto Power: YES=red, NO=green.

Geopolitical & Security Implications

Current force dispositions and technological advances point to escalating competitive dynamics,
particularly with China’s People’s Liberation Army operating at India’s immediate borders and in the
Indian Ocean. The presence of carrier strike groups and advanced missile deployments, including
India’s BrahMos (290–500km range) and China’s DF-17 hypersonic glide vehicle (1800–2500km range),
highlights the intensification of both denial and strike capabilities across the region. India’s Mountain
Strike Corps and naval carrier groups have been deployed in response to observed increases in PLA
activity, including the construction of hardened air force shelters at Hotan Air Base.

Concurrently, India is accelerating indigenous capabilities: DRDO and private enterprises are
expanding drone production, and offensive cyber and EW commands are being operationalized.
India’s doctrinal evolution is anchored in a 'Mass + Asymmetry' approach—combining scalable
deployment of low-cost platforms with technological disruption. Key indicators for possible escalation
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include unauthorized border incursions, cyberattacks, or unilateral adversary action in disputed zones;
conversely, established communication channels and international mediation serve as stabilizing
factors. The overall trajectory, for now, remains stable, but risks of rapid escalation persist if any of the
trigger events materialize.

Actor Asset Type Location Readiness

India Mountain Strike Corps Eastern Ladakh/Arunachal Pradesh DEPLOYED

India Naval Carrier Strike
Group

Indian Ocean Region DEPLOYED

China (PLA) Western Theater
Command

Tibet/Xinjiang DEPLOYED

China (PLA
Navy)

Carrier Strike Group South China Sea/IOR DEPLOYED

India DRDO/Private Drone
Lines

Pan-India IN DEVELOPMENT

India Cyber Command/NTRO Undisclosed DEPLOYED

Asset types reflect strategic/military deployments; readiness denotes operational status.

Economic Transmission Channels

The ongoing realignment of defense strategy is set to exert multi-pronged economic impacts,
particularly through the diversion of resources towards defense modernization and shifts in supply
chain dependencies. Increasing India’s military budget from the current 2.27–2.44% to approximately
3% of GDP will require careful fiscal management; historical evidence suggests this threshold is
sustainable if paired with robust indigenization and dual-use technology investments. Protracted
conflicts, if unmitigated, can drive structural shortages in raw materials within a four-week window,
directly affecting strategic supply chains and prompting price shocks in key commodities. The
expansion of the private sector’s role in defense (projected to reach 23% of production FY 2024–25)
also has the potential to stimulate job creation and broader economic development, provided cost
overruns and inefficiencies are stringently managed. Currency volatility, FDI flows into defense
manufacturing, and indirect effects on trade routes—all dependent on escalation patterns—remain
critical variables to monitor.
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Channel Mechanism Magnitude Timeline

Oil/Energy Supply disruption from regional escalation HIGH Immediate–Short-term

Defense
Procurement

Increased demand for indigenous
systems, mass drone production

HIGH 12–36 months

Supply Chain Potential cutoff of critical raw materials if
war >4 weeks

HIGH Short-term (4 weeks+)

FDI Flows Incentivized by defense reforms and
export strategy

MEDIUM 12–24 months

Private Sector
Growth

Policy-driven increases in procurement
share

MEDIUM FY 2024–26

Currency Volatility from defense expenditure,
external shocks

MEDIUM Ongoing

Magnitude: HIGH/amber, MEDIUM/amber; Timeline: Estimated period for significant impact to materialize

Scenario Matrix

Given the current strategic calculus, four principal scenarios frame India’s security and economic
outlook. The base case envisions successful implementation of the Hybrid Defense Acceleration model,
aligning spending, production, and technological advancement. An escalation scenario is predicated
on major border or cyber incidents, intensifying resource allocation and elevating military posture. A
de-escalation scenario could be initiated by a thaw in diplomatic relations or successful mediation,
lowering immediate security pressures but demanding renewed doctrinal flexibility. A black swan
possibility—such as a global economic shock or a disruptive military breakthrough—could
unexpectedly alter all calculations, requiring rapid adaptation and contingency planning.

Scenario Probabilit
y

Key Trigger Market/Economic
Impact

Recommended
Action

Base Case: Gradual
Hybrid Defense
Implementation

60% Quarterly budget
uptick,
indigenization
milestones met

Stable defense-driven
growth; mild inflation risk

Phase funds to
priority programs;
monitor KPIs

Escalation: Major Border
or Cyber Incident

20% PLA incursion,
critical cyberattack,
naval standoff

Sharp commodity
volatility; urgent
procurement; global
investor risk-off

Activate surge
procurement;
reinforce
border/Navy; crisis
diplomacy

De-escalation: Diplomatic
Thaw with
China/Pakistan

12% High-level dialogue,
successful
mediation
(US/EU/UN)

Reduced defense stress;
opportunity for fiscal
rebalance

Reassess allocations;
prioritize R&D and
export

Black Swan: Global
Economic or Technology
Shock

8% Semiconductor
embargo, new
disruptive tech

Supply chain collapse or
leapfrog demand; severe
budget pressure

Accelerate
stockpiling; initiate
tech diversification;
scenario planning

Probability: percentage likelihood based on current risk matrix. Recommended actions tailored per trajectory.
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Historical Precedents

Comparison with historical cases underlines the viability of India’s approach to defense modernization.
Russia and Israel have both maintained defense spending at or above 3% of GDP during periods of
acute security threat, sustaining technological innovation and military readiness without immediate
economic collapse. China’s systematic buildup and early investment in drone technologies since 1966
set a template for scalable indigenous innovation, culminating in a leading position in the unmanned
systems market. India’s own spending levels in the early 2000s approached 3% of GDP, affirming
historical feasibility under current macroeconomic conditions—especially when combined with
targeted industrial reform and dual-use technology development. These lessons suggest that phased
spending increases paired with rigorous indigenization, organizational reform, and private sector
competition are critical to successfully adapting to the new era of high-tempo, mass-scale,
technologically driven conflict.

Precedent Year Outcome Relevance to Current Situation

Russia (Defense
Spending)

2000s Sustained 3-4% GDP on defense in
face of strategic threats

Demonstrates economic viability
of 3% threshold

Israel (Defense Tech
Drive)

1973–pres
ent

Intensive R&D, indigenous
missile/drone production

Validates mass+asymmetry for
small but advanced militaries

China (Drone
Innovation)

1966–pres
ent

World leader in production/export of
unmanned systems

Success of early, multi-track R&D
and scale-up

India (Early 2000s) 2000–200
5

Defense spending near 3% of GDP Establishes Indian precedent for
current recommendation

Precedent: Country and policy reference. Outcome/Year: Key results and timeframes. Relevance links to present
recommendations.

Risk Assessment

Risk Likelihood Impact Mitigation

Bureaucratic inefficiency and
corruption hindering effective
defense budget utilization

High Critical Establish executive-level oversight,
performance-based incentives, and
streamline procurement protocols for
public and private sector actors

Technological obsolescence due
to slow R&D and acquisition
cycles

Medium High Implement agile development, continuous
technology horizon-scanning, and
international partnerships for rapid
updates

Geopolitical pressure from
partners to take sides, risking
strategic autonomy

Medium High Clearly define strategic red lines; invest in
counter-intelligence and proactively
diversify partnerships

Indigenous defense sector
unable to meet mass
production and quality
demands

High Critical Provide significant incentives, enforce
quality control, and allow for targeted
foreign technical input
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Supply chain disruption for
critical defense components in
scenario of protracted global
conflict

Medium Critical Diversify sourcing, maintain strategic
reserves, and accelerate domestic R&D in
chokepoint technologies

Strategic Recommendations

Immediate
• Establish National Drone Production Consortium with clear quarterly targets and quality

assurance (Owner: MoD / DRDO / Private Sector Partners) — Expected: Achieve 10,000+
drones/year production, supporting both warfighting and supply resilience

Short-term
• Phase defense spending increase to 3% of GDP by FY 2026-27 with discrete allocations for

indigenous drone and munitions production (Owner: Ministry of Finance / Ministry of Defence) —
Expected: Bridges capability gaps, enables mass deployment, and sustains economic balance

• Launch at least three new AI, cyber, or hypersonic defense R&D programs within 12 months
(Owner: DRDO / MoD) — Expected: Strengthens India’s asymmetric military edge and
multi-domain deterrence

Limitations & Unknowns

• Analysis is based on currently available open-source data and does not incorporate classified
military assessments or future embargo announcements.

• Macroeconomic forecast for sustained 3% GDP defense spending remains subject to future
domestic growth and external economic shocks.

• Transferability of Ukraine and Middle East conflict lessons to India’s security context is partially
disputed and may require further region-specific adaptation.

• Dynamism in partner country export policies or sudden adversary technological breakthroughs
may invalidate timelines or milestones proposed.

Verification Summary

Verified (5)
VERIFIED  India’s military expenditure as % of GDP (2.44% in 2023, 2.27% for 2024): World Bank,
VERIFIED  China is leading exporter of combat drones (282 to 17 countries): Al Jazeera
VERIFIED  Defense supply chain risks from protracted conflicts: Logistics Viewpoints
VERIFIED  Defense Minister’s drone self-reliance target by 2030: Economic Times
VERIFIED  BrahMos missile speed and range, S-400 400km range: Wikipedia, Defense News
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Contradicted (1)
CONTRADICTED  BrahMos Missile System with 800km range—actual is 290–500km depending on
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