Leveraging the C.U.T.E. Framework: A Strategic Policy Response by
Indian Manufacturers to Trump's 25% Secondary Tariff on India

1. Introduction

The reimposition of a 25% “secondary tariff” by former U.S. President Donald Trump on
Indian imports—especially those seen as indirect substitutes for Chinese goods—poses a
strategic challenge for India’s manufacturing and export sectors. This protectionist measure
aims to secure American industries while discouraging China’s geopolitical supply chain
leverage. However, it also penalizes emerging export economies like India.

This paper proposes a counter-strategy using the C.U.T.E. framework, which is derived from
Porter’s Generic Strategies, to help Indian manufacturers navigate and respond to this trade
shock. It offers Indian manufacturers and policy-makers a multidimensional lens to navigate
these geopolitical trade disruptions. The framework bridges classical management strategy
with real-world policy tools, focusing on Cost Advantage, Uniqueness, Target Market focus,
and Strategic Edge.

2. Theoretical Framework: From Porter’s Generic Strategy to C.U.T.E.
2.1 Porter’s Generic Strategies

Michael E. Porter, in his seminal 1985 work Competitive Advantage, proposed three generic
strategies that firms can adopt to gain a competitive edge:

1. Cost Leadership: Firms aim to become the lowest-cost producers in the industry.
They benefit from economies of scale, efficient operations, and tight cost control.
Example: Walmart or Tata Motors’ Nano.

2. Differentiation: Firms offer unique products or services that command a premium
price. This uniqueness may be driven by design, brand image, technology, features, or
customer service. Example: Apple or FabIndia.

3. Focus: Firms target a specific market segment (niche), either through cost focus
(lower cost in a niche) or differentiation focus (unique offering for a niche).

These strategies offer distinct pathways to create and sustain competitive advantage.
However, Porter warned against being "stuck in the middle" — trying to achieve all strategies
simultaneously without a coherent focus.

2.2 The Need for a Derived Framework in Policy Context

While Porter’s framework was built for firm-level strategy in competitive markets, it lacks
direct application in geopolitical trade policy and national industrial strategy—especially
under disruptive forces like secondary tariffs. In such cases, nations or industries need a
strategic tool that:

e Integrates macro-level policy levers (e.g., trade diplomacy, export incentives),

e Aligns with firm-level competitive advantages, and



o Offers a matrixed response across sectors and market types.

2.3 Introducing The C.U.T.E. Framework: A Policy Adaptation of Porter

The C.U.T.E. framework adapts and expands Porter’s strategies for the geopolitical-economic
landscape by introducing two additional axes:

C.U.LE. Derived From Description
Component
C - Cost Porter’s Cost|Leveraging cost competitiveness in labor, logistics,
Advantage Leadership and frugal engineering

. Porter’s Offering  IP-driven, ethical, or  branded
U - Uniqueness . - . L

Differentiation differentiation

T — Target Porter’s Focus Idenpfymg whether the strategy addresses a broad
Market or niche market

E — Strategic
Edge

New Dimension

Adding value through Tech, ESG, IP, Compliance,
or Brand India initiatives

Further the C.U.T.E. matrix extends Porter’s principles by introducing a fourth dimension—
Strategic Edge (E)—and adapting existing dimensions for a trade-policy setting. This
expanded framework allows policy makers and industry leaders to map strategic options that
go beyond price and product, incorporating regulatory tools, value chain integration, and
ethical positioning—elements crucial in a tariffed or politicized trade environment.

2.4 Why C.U.T.E. Is Apt for India’s Tariff Response

e India’s diverse industrial base requires multidimensional strategy tools.

e Many sectors have latent uniqueness (e.g., Ayurveda, ESG textiles) that aren’t
maximized under conventional models.

e The “E” in C.U.T.E. recognizes India’s emerging strength in strategic intangibles like
digital infrastructure, compliance ecosystems (e.g., GATI Shakti, ONDC), and soft

power.

e By aligning with Porter’s original principles but embedding policy realism, C.U.T.E.
bridges academic rigor with practical adaptability.

3. Understanding Strategic Impact of Secondary Tariff on India

3.1 Nature of Trump’s 25% Secondary Tariff



e Applied not directly to China, but to goods from other countries that serve as indirect
substitutes for Chinese products.

o Targets intermediate goods, textiles, auto parts, generic drugs, and engineering goods
—sectors where India has built post-2018 traction.

3.2. Strategic Fallout

e Price Competitiveness Erosion: A 25% increase makes Indian goods uncompetitive in
the U.S. market.

e Trade Diversion: U.S. OEMs shift to non-tariffed alternatives (Vietnam, Mexico).

¢ Reduced Returns on ‘China+1’: India’s emergent gains from global diversification
now face rollback.

e Policy Confusion: Absence of clear retaliatory or strategic frameworks from India
compounds firm-level uncertainty.

3.3. Affected Sectors:
e Textiles and Apparel
e Auto Components and Electrical Machinery
* Generic Pharmaceuticals
e Engineering Goods and Precision Tools

In response to Trump’s secondary tariffs—which disproportionately target Indian exports due
to global substitution effects—the C.U.T.E. model helps manufacturers map their strategic
responses.

4. C.U.T.E. Strategic Matrix for India’s Tariff Response

Strategic .

Edge (E) Broad Market (T) Niche Market (T)

Cost C1 - Cost Leader Ex: Leather, C2 — Cost Focus Ex: Custom B2B parts

Advantage |Garments » Lobby for MFN » Shift to ASEAN/Europe & value-chain

(©) status or trade pact bypasses deepening

Uniqueness U1 — Unique Leader Ex: Pharma, [U2 — Unique Niche Ex: Tribal art,

) 1 Ayurveda » Build U.S. IP Luxury handlooms » Tap ethical luxury
alliances, regulatory leverage segment in EU, Japan

Indian firms can position themselves within the C.U.T.E. Matrix (as already provided in the
case document) to find their optimal tariff response path—e.g., cost-focused for broad
markets (C1) or uniqueness-driven for niche art exports (U2).

4.1 Applying the C.U.T.E. Framework to Dr. Reddy’s Laboratories



C.U.T.E.

Dimension Policy / Firm Action
C - Cost Lobby for trade pact exemptions; leverage cheaper labour and logistics to
Advantage remain price-competitive

U — Uniqueness

Emphasize Ayurvedic, natural, or sustainable value in exports like
textiles, pharma

T — Target Shift exports toward tariff-free geographies (EU, Japan); identify U.S.
Market ethnic/luxury/eco niches
E — Edge Use ISO/FDA certifications, strong IPRs, and tech alliances to raise entry

barriers for others

C — Cost Advantage

e Action: Leverage economies of scale in API (Active Pharmaceutical Ingredient)
manufacturing and vertically integrated supply chains.

e Strategy:

(o]

Expand manufacturing in low-cost jurisdictions (India, Russia, Mexico) to
serve U.S. markets via alternative routes.

Optimize plant-level efficiency using Al-based predictive maintenance and
robotics to lower marginal costs.

U — Uniqueness/Differentiation

e Action: Move beyond generics to value-added segments like complex generics,
biosimilars, and specialty formulations.

e Strategy:

(o]

(o]

Invest in proprietary delivery systems, such as modified-release oral solids and
injectable depot systems.

Highlight “India for Innovation” in regulatory filings and clinical trial
partnerships with U.S. biotech firms.

T — Target Market (Broad/Niche)

e Broad Market Strategy:

(o]

Serve high-volume generics in oncology, neurology, and anti-infectives in the
U.S,, EU, and Latin America.



o Focus on price-sensitive insurance-backed segments in the U.S. Medicaid and
Medicare markets.

e Niche Market Strategy:
o Enter niche orphan drug markets in the U.S. via in-licensing or acquisitions.

o Use rare disease formulations and paediatric drugs to gain regulatory fast-track
approvals and premium pricing.

E - Strategic Edge

e Technology: Develop proprietary technologies like extended-release and transdermal
systems.

e Ethics: Sustain commitment to global ESG standards and ethical pricing to counter
pharma scepticism in the U.S.

e Brand: Strengthen “Dr. Reddy’s” as a symbol of trustworthy innovation via targeted
B2B outreach and regulatory transparency.

e Compliance: Maintain 100% U.S. FDA and EMA compliance; publish audit reports
voluntarily to build buyer confidence.

Summary Matrix for Reddy’s Labs under C.U.T.E.

(Sé;atEglC Edge Broad Market (T) Niche Market (T)
Cost Advantage|Generics in U.S. Medicare (e.g.,(Cost-optimized orphan drugs (niche
(O) statins, antibiotics) API or biosimilar)

. Complex  generics  (oncology|Pediatric, rare-disease, depot
Uniqueness (U) injectables) formulations with IP




Broad Market

Cost advantage Complex
Edge
Cost Advantage Edge High vol, Proprietary Delivery
low cost Capsules Systema

Pediatric rare
Uniqueness disease
Edge specialized
Formulations

Niche Market

Figure 1

Conclusions

Trump’s 25% secondary tariffs challenge India’s gains in the global value chain. However,
Indian manufacturers can reshape their export narrative by strategically aligning with the
C.U.T.E. framework. This policy paper offers a roadmap for using Cost, Uniqueness,
Targeting, and Edge to maintain resilience, protect trade, and foster innovation-led growth in
a protectionist world. By building upon Porter’s foundational concepts, the C.U.T.E.
Framework becomes a modern, multi-dimensional strategy tool suited to both business and
policy contexts. It especially empowers stakeholders in developing economies like India to
respond proactively to international trade shocks—Iike those from Trump-era tariffs—by
leveraging structured, market-sensitive strategies. Also by applying the C.U.T.E. framework,
Dr. Reddy’s Labs can shift from being a volume-focused generics provider to a value-and-IP-
led innovation player, turning Trump's secondary tariffs into an opportunity for product
reorientation, market segmentation, and R&D differentiation.
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