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Abstract 

 Global Value Chains (GVCs) have become a salient feature of the modern global 

economy, framing international trade, production, and economic development. Countries are 

increasingly participating in production networks that are fragmented, where different stages 

of manufacturing and services are carried out in different countries. As one of the rapidly 

growing emerging economies, India has gradually become a part of these global production 

networks. Participation in GVCs offers opportunities for economic growth, technological 

upgrading, employment generation, and export expansion. However, India’s position within 

global value chains remains relatively modest compared to many East Asian economies. This 

research paper examines the role of GVCs in India’s economic development by analysing 

trends in participation, identifying major challenges, and exploring future prospects. The study 

highlights sectoral contributions such as information technology, pharmaceuticals, textiles, and 

electronics while addressing structural barriers including infrastructure gaps, regulatory issues, 

and limited manufacturing competitiveness. The paper concludes that strengthening India’s 

integration into global value chains requires strategic policy reforms, investment in 

infrastructure, technological innovation, and deeper participation in global trade networks. The 

study is based on secondary data collected from government reports, international 

organizations, and academic literature. The findings suggest that strengthening infrastructure, 

improving the ease of doing business, investing in skill development, and promoting innovation 

and technological advancement are essential for enhancing India’s participation in global value 

chains. Greater integration into global value chains can significantly contribute to India’s 

economic growth, industrial development, and global competitiveness in the coming decades. 

Keywords: Global Value Chains (GVCs), Economic Development, International Trade, 

Industrial Growth, India’s Economy, Globalization, Manufacturing Competitiveness. 

Introduction 

Globalization has fundamentally transformed the structure of international trade and 

production, giving rise to Global Value Chains (GVCs) as a dominant feature of the modern 

global economy. GVCs refer to the fragmentation of production processes across multiple 

countries, where each stage—from research and design to manufacturing, assembly, and 
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distribution—is carried out in different locations based on comparative advantage. This shift 

has enabled countries to specialize in specific segments of production rather than producing 

entire goods domestically, thereby increasing efficiency and productivity. 

For developing economies like India, participation in GVCs offers a significant opportunity to 

accelerate economic development. By integrating into global production networks, India can 

enhance its export competitiveness, attract foreign direct investment (FDI), generate 

employment, and facilitate the transfer of technology and skills. Over the past few decades, 

India has made notable progress in integrating into GVCs, particularly in the services sector, 

where it has emerged as a global leader in information technology and business process 

outsourcing. 

However, India’s participation in GVCs remains uneven and relatively limited compared to 

leading Asian economies such as China, Vietnam, and South Korea. While the services sector 

has performed well, the manufacturing sector continues to face structural challenges, including 

inadequate infrastructure, low productivity, skill gaps, and policy constraints. These limitations 

have restricted India’s ability to move up the value chain and capture higher value-added 

activities. 

In this context, understanding the role of GVCs in India’s economic development is crucial. 

This study aims to analyse the trends, challenges, and future prospects of India’s participation 

in global value chains, highlighting the need for strategic policy interventions to enhance its 

position in the global economy. 

Objectives of the Study 

The study is guided by the following objectives: 

● To examine the role of Global Value Chains in India’s economic development 

● To analyse trends in India’s participation in GVCs 

● To study the contribution of different sectors to GVC integration 

● To identify the major challenges faced by India in integrating into GVCs 

● To suggest policy measures and future prospects for enhancing GVC participation 

Research Methodology 

This study is based on a descriptive research design using secondary data. The data has been 

collected from reliable and authentic sources such as World Bank reports, OECD databases, 

WTO publications, government reports, and academic journals. 

The methodology primarily involves descriptive and analytical techniques. Trend analysis has 

been used to examine changes in India’s GVC participation over time. Comparative analysis 

has also been applied to understand India’s position relative to other countries. 

The study relies on graphical and tabular representations to present data in a clear and 

understandable manner. The findings are interpreted through logical reasoning and supported 

by existing literature. 
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Review of Literature 

The existing body of literature highlights both the opportunities and challenges associated with 

India’s participation in global value chains. Several studies have emphasized that GVC 

participation is a key driver of economic growth and structural transformation. 

Chawla (2023) observes that India’s GVC participation has increased over time but remains 

lower than that of many Asia-Pacific economies. The study highlights the need for 

strengthening manufacturing capabilities to enhance integration. 

Banga (2022) argues that India’s participation in GVCs is largely characterized by forward 

linkages, meaning that the country primarily exports raw materials and intermediate goods 

rather than engaging in high-value manufacturing activities. This limits value addition and 

reduces the overall economic benefits. Reports by the OECD and World Bank suggest that 

countries with higher GVC participation tend to experience faster economic growth, higher 

productivity, and greater employment generation. These studies also emphasize the importance 

of infrastructure, trade openness, and technological capability in facilitating GVC integration. 

The Asian Development Bank (ADB) highlights that GVC participation can lead to industrial 

diversification and technological upgrading, particularly in developing countries. However, it 

also notes that structural constraints such as inadequate infrastructure and skill shortages can 

hinder participation. 

Overall, the literature indicates that while India has made progress in integrating into GVCs, 

significant challenges remain that need to be addressed to fully realize the benefits. 

Trends in India’s GVC Participation (Descriptive Analysis) 

India’s participation in Global Value Chains (GVCs) has evolved gradually, reflecting both 

domestic economic reforms and changes in the global trade environment. After the economic 

liberalization of 1991, India began integrating more actively into global production networks. 

Over time, its participation has shown a pattern of growth, slight decline, and recent recovery. 

In the early 2000s, India’s GVC participation increased due to rising exports and expansion of 

the services sector. Around 2011–12, India reached a relatively higher level of integration, 

supported by strong global demand. However, the period after 2012 witnessed some slowdown 

due to global economic uncertainties, protectionist policies, and domestic structural challenges 

such as weak manufacturing and infrastructure gaps. In recent years, India has shown a 

renewed upward trend, indicating improved integration into global supply chains. Policy 

initiatives, digital growth, and supply chain diversification have contributed to this recovery. 

Table: India’s GVC Participation Trend 

Year GVC Participation (% of Total Trade) 

2019 35.1% 

2020 36.5% 

2021 38.0% 
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2022 40.3% 

The above table clearly show a consistent upward trend in India’s GVC participation from 

2019 to 2022: 

        In 2019, participation was at 35.1%, indicating moderate integration 

        In 2020, despite global disruptions (like COVID-19), it increased slightly to 36.5% 

        In 2021, it further rose to 38.0%, showing recovery in global trade 

        By 2022, it reached 40.3%, reflecting stronger integration into global value chains 

 

The graph illustrates a steady rise without major fluctuations, suggesting resilience and gradual 

improvement in India’s global trade integration. 

Sectoral Contribution to Global Value Chains (GVCs) in India 

India’s participation in Global Value Chains (GVCs) varies significantly across sectors, with 

the services sector dominating, followed by manufacturing industries such as chemicals, 

automobiles, textiles, and electronics. The nature of India’s GVC integration reflects its 

comparative advantage in knowledge-based services and selected manufacturing segments. 

The services sector, particularly Information Technology (IT) and Business Process 

Outsourcing (BPO), contributes the highest share due to high value addition and global 

demand. Meanwhile, manufacturing sectors are gradually integrating into GVCs but still face 

structural constraints such as low productivity and infrastructure gaps. 

Table: Sectoral Contribution to India’s GVC Participation 

Sector Estimated Contribution (%) 

Services (IT, BPO, Finance) 40% 

Chemicals & Pharmaceuticals 15% 

32.00%

33.00%

34.00%

35.00%

36.00%

37.00%

38.00%

39.00%

40.00%

41.00%

Year 2019 2020 2021 2022
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Sector Estimated Contribution (%) 

Automobiles & Transport 12% 

Textiles & Apparel 10% 

Electronics Manufacturing 8% 

Petroleum & Coal Products 9% 

Others 6% 

 

 

The table and graph clearly indicate that the services sector dominates India’s GVC 

participation, accounting for approximately 40% of total contribution. This reflects India’s 

global strength in IT services, software exports, and business outsourcing. The chemicals and 

pharmaceutical sector contribute around 15%, benefiting from strong domestic capabilities and 

export demand. Similarly, the automobile sector (12%) plays an important role due to its 

integration with global supply chains, particularly in components and assembly. The textile 

and apparel industry (10%) remains a significant contributor, especially in labour-intensive 

exports. However, competition from countries like Bangladesh and Vietnam limits its growth. 

The electronics sector (8%) is emerging as a key area of GVC integration, supported by 

government initiatives such as Production Linked Incentive (PLI) schemes. The petroleum 

sector (9%) also contributes through refining and exports. 

Role of Global Value Chains (GVCs) in India’s Economic Development 

Global Value Chains (GVCs) have played a significant role in shaping India’s economic 

development by integrating the country into the global production system. Participation in 

GVCs allows India to specialize in specific stages of production, thereby improving efficiency, 

competitiveness, and economic outcomes. The role of GVCs in India’s development can be 

understood through the following dimensions: 

0% 5% 10% 15% 20% 25% 30% 35% 40% 45%

Services (IT, BPO, Finance)

Chemicals & Pharmaceuticals

Automobiles & Transport

Textiles & Apparel

Electronics Manufacturing

Petroleum & Coal Products

Others

Estimated Contribution (%)
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1. Promoting Economic Growth 

GVC participation enhances productivity by enabling firms to focus on their areas of 

comparative advantage. Indian firms benefit from access to global markets, better technologies, 

and improved production processes. As a result, GVCs contribute to higher output and overall 

economic growth. 

2. Expansion of Exports 

Integration into global value chains has significantly boosted India’s export performance. 

Instead of exporting only finished goods, India now exports intermediate goods and services 

that are part of global production networks. This diversification has increased India’s share in 

global trade and strengthened its position in the international market. 

3. Employment Generation 

GVCs create employment opportunities, particularly in labour-intensive sectors such as 

textiles, apparel, and assembly-based manufacturing. Additionally, the services sector—

especially IT and BPO—has generated large-scale employment for skilled workers, 

contributing to income growth and poverty reduction. 

4. Technology Transfer and Skill Development 

Participation in GVCs facilitates the transfer of advanced technologies and managerial 

practices from developed countries to India. This leads to skill development, innovation, and 

improved productivity in domestic industries. Indian firms become more competitive by 

adopting global standards and practices. 

5. Industrial Development and Diversification 

GVCs promote industrial development by encouraging the growth of new sectors and 

upgrading existing industries. India has witnessed expansion in sectors such as automobiles, 

pharmaceuticals, electronics, and chemicals due to their integration into global supply chains. 

This diversification reduces dependence on traditional sectors. 

6. Attraction of Foreign Direct Investment (FDI) 

GVC participation attracts multinational corporations to invest in India. Foreign Direct 

Investment (FDI) brings capital, technology, and expertise, which further strengthens industrial 

growth and integration into global markets. 

7. Enhancement of Competitiveness 

By participating in GVCs, Indian firms are exposed to international competition, which 

encourages efficiency, quality improvement, and cost reduction. This enhances the overall 

competitiveness of the economy. 

8. Development of Infrastructure and Logistics 

Increased participation in GVCs necessitates improvements in infrastructure, logistics, and 

supply chain management. As a result, investments in transportation, ports, and digital 
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infrastructure have increased, supporting broader economic development.  

Global Value Chains have emerged as a powerful driver of India’s economic development by 

boosting growth, exports, employment, and technological advancement. While India has made 

significant progress, especially in the services sector. 

Challenges in India’s GVC Integration 

Despite the growing importance of Global Value Chains (GVCs) in driving economic 

development, India’s integration into these networks remains constrained by several structural, 

institutional, and global challenges. These barriers limit India’s ability to move up the value 

chain and capture higher value-added activities. 

1. Weak Manufacturing Base 

One of the most significant challenges is the relatively underdeveloped manufacturing sector. 

Manufacturing contributes a modest share to India’s GDP compared to countries like China 

and Vietnam. Low productivity, limited scale, and inadequate technological capability reduce 

India’s competitiveness in global production networks. 

2. Infrastructure and Logistics Constraints 

India faces persistent infrastructure bottlenecks, including inadequate transportation networks, 

congested ports, and high logistics costs. These issues increase the cost of production and delay 

supply chain operations, making Indian exports less competitive in global markets. 

3. High Tariffs and Trade Barriers 

India’s relatively high import tariffs and complex trade regulations hinder its integration into 

GVCs. Since GVCs rely heavily on the smooth flow of intermediate goods across borders, 

restrictive trade policies reduce the efficiency of supply chains and discourage foreign 

investment. 

4. Skill Gaps and Human Capital Issues 

A lack of skilled labour remains a major constraint, particularly in advanced manufacturing 

and technology-intensive sectors. Although India has a large workforce, the mismatch between 

industry requirements and available skills limits productivity and innovation. 

5. Limited Technological Capability 

India lags behind in adopting advanced technologies such as automation, robotics, and artificial 

intelligence in manufacturing. This technological gap restricts the country’s ability to 

participate in high-value segments of global value chains. 

6. Declining Backward Linkages 

Backward linkages - imports of intermediate goods used in exports- are essential for deep GVC 

integration. In India, these linkages have weakened over time, indicating limited integration 

with global supply inputs and reduced participation in complex production networks. 
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7. Regulatory and Policy Constraints 

Complex regulatory procedures, bureaucratic delays, and policy uncertainty create challenges 

for businesses. Although reforms have been introduced, issues related to ease of doing 

business, land acquisition, and compliance continue to affect investment and industrial growth. 

8. Limited Participation of MSMEs 

Micro, Small, and Medium Enterprises (MSMEs) form a large part of India’s industrial base 

but face difficulties in accessing global markets. Limited access to finance, technology, and 

information restricts their participation in GVCs. 

9. Global Trade Uncertainty 

External factors such as trade wars, protectionist policies, and global disruptions (e.g., COVID-

19 pandemic) affect global supply chains. These uncertainties reduce the stability of GVCs and 

impact India’s export performance. 

Future Prospects of India’s Participation in Global Value Chains (GVCs) 

India’s future prospects in Global Value Chains (GVCs) appear promising, driven by 

favourable economic conditions, policy support, and shifts in global trade dynamics. With the 

right strategies and reforms, India has the potential to emerge as a major hub in global 

production networks. 

1. Opportunities from Global Supply Chain Diversification 

In recent years, global firms have been seeking to diversify their supply chains to reduce 

dependence on a single country. This shift presents a significant opportunity for India to attract 

investment and integrate more deeply into GVCs. India’s large domestic market, strategic 

location, and demographic advantage make it an attractive alternative for global manufacturers. 

2. Government Policy Initiatives 

The Government of India has launched several initiatives to boost manufacturing and exports, 

such as: 

● Make in India 

● Atmanirbhar Bharat 

● Production Linked Incentive (PLI) schemes 

These policies aim to enhance domestic production, attract foreign direct investment (FDI), 

and strengthen India’s position in global value chains. 

3. Growth of Digital Economy 

India’s rapidly expanding digital economy is a key driver of future GVC participation. The 

country’s strength in information technology, software services, and digital platforms enables 

it to play a leading role in service-based value chains. Digitalization also improves efficiency, 

transparency, and connectivity in supply chains. 
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4. Expansion of Manufacturing Sector 

With increasing policy focus and investment, India’s manufacturing sector is expected to grow. 

Sectors such as electronics, pharmaceuticals, automobiles, and renewable energy have strong 

potential to integrate into GVCs and contribute to higher value addition. 

5. Infrastructure Development 

Ongoing investments in infrastructure such as industrial corridors, logistics networks, ports, 

and highways are expected to reduce costs and improve supply chain efficiency. Improved 

infrastructure will enhance India’s competitiveness in global markets. 

6. Rising Export Potential 

India’s export potential is likely to increase with deeper integration into GVCs. By focusing on 

high-value products and services, India can expand its share in global trade and strengthen its 

economic position. 

7. Skill Development and Human Capital 

Government initiatives aimed at skill development and vocational training can help bridge the 

skill gap and improve workforce productivity. A skilled labour force will enable India to move 

up the value chain and participate in more advanced stages of production. 

8. Strengthening MSME Participation 

With appropriate policy support, MSMEs can become an integral part of global supply chains. 

Access to finance, technology, and global markets will enhance their competitiveness and 

contribution to GVCs. 

Policy Recommendations for Enhancing India’s Participation in Global Value Chains 

(GVCs) 

To strengthen India’s integration into Global Value Chains and maximize the associated 

economic benefits, a comprehensive and coordinated policy framework is required. The 

following policy recommendations focus on addressing structural bottlenecks and improving 

competitiveness: 

1. Improve manufacturing competitiveness 

2. Invest in infrastructure and logistics 

3. Simplify trade policies and reduce tariffs 

4. Promote skill development and education 

5. Encourage foreign direct investment 

6. Support small and medium enterprises 

7. Enhance digital infrastructure 
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Conclusion 

Global Value Chains (GVCs) have become a central pillar of the modern global economy, 

offering significant opportunities for countries to enhance growth, competitiveness, and 

integration into international markets. For India, participation in GVCs has contributed to 

economic development through increased exports, employment generation, and technological 

advancement, particularly in the services sector. 

However, India’s overall integration into GVCs remains below its potential, especially in 

manufacturing-based value chains. Structural challenges such as weak industrial capacity, 

infrastructure constraints, skill gaps, and policy barriers continue to limit deeper participation. 

At the same time, changing global dynamics, including supply chain diversification and digital 

transformation, present new opportunities for India to strengthen its position. 

Looking ahead, India’s success in GVCs will depend on its ability to implement effective 

policy reforms, enhance manufacturing competitiveness, invest in infrastructure, and develop 

a skilled workforce. By addressing these challenges and leveraging emerging opportunities, 

India can significantly expand its role in global value chains and achieve sustainable and 

inclusive economic growth. 
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