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ITH THE Electronics 
s e c t o r  i n  I n d i a 
projected to grow to 
$400 billion by the 
year 2020 from $ 45 
billion in 2009, the 

absence of adequate manufacturing 
facilities to cater to this demand 
would make India an import-
dependent country, a scenario 
which might compromise India’s 
security and strategic interests. 
The importance of setting up of an 
ESDM eco-system in the country 
at the earliest, therefore, cannot be 
over stated. Despite India being 
a knowledge powerhouse with 
significant human resources, the 
lack of a manufacturing ecosystem 
could be a big hindrance in 
realization of this vision. 

A considerable and definitive 
factor is that total domestic 
production presently stands at 45 
percent of the total production. 
The huge existing gap between 
demand and supply is expected to 
widen further, when the domestic 
demand will expand without a 
corresponding increase in domestic 
production. In financial year  
2009-10, while the demand for 
electronics stood at USD 45 billion, 
only goods worth USD 20 billion 
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The draft version 
of NPE has clearly 

set the tone, by 
envisioning India 
as a global hub 
for electronics 

system design and 
manufacturing, 
so as to meet the 
growing domestic 

and global demand 

were produced in India. What’s 
more, a significant portion of 
India’s present consumption is met 
through imports from China - a 
scenario that could pose a serious 
challenge to the country’s strategic 
and security interests.

Mobile Phone Manufacturing – a 
phenomenal success story

Despite there being a complete 
drought of ESDM industry in 
India as of now, the presence of 
a robust and flourishing Mobile 
Handset Manufacturing industry 
is a significant silver lining and 
should pave the path for many other 
sectors to create their own success 
stories. Mobiles manufactured 
in India which stood at only 0.6 
million in 2004 crossed the 165  
million mark with a turnover of 
over INR 28,000 crores by 2011 
and  are projected to grow to 720  
million units by  2020. Currently, 
Indian manufactured handsets 
are getting exported to more than 
80 countries around the world, 
which makes it the only successful 
ESDM industry in the country. 
Between 2002 - 2005, global 
giants like Nokia, Samsung, Sony 
Ericsson, LG and Motorola started 
manufacturing in India. Nokia 
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today operates the world’s largest 
mobile manufacturing facility from 
Sri Perumbudur near Chennai. 
The facility also houses the global 
sourcing headquarters for all Nokia 
manufacturing facilities around 
the world. The plant is estimated 
to have an annual capacity of 200 

mn of which almost 75 percent is 
currently utilized for both the Indian 
market as well as exports. The pace, 
at which the market has grown, has 
the attracted entry of several new 
players in the segment. In 2009 
alone, the market saw the entry of 
more than 100 new players. 

India is the second 
larges t  subscr iber 
market in the world 
with more than 750 
mn subscribers. This 
currently translates 
into an annual handset 
demand of close to 
200 mn units and is 
expected to touch 250 
mn units by 2014 and 
about 350 mn by 2017. 
In terms of value, 
the handset market 
in India is estimated 
to be to the tune of 
USD 10bn or close to 
INR 46,000 crores by 
2012. With an average 
addition of 10-15 mn 
subscribers per month 
along with replacement 
d e m a n d ,  h a n d s e t 
Original Equipment 

Manufacturer Manage have a 
sizable domestic market to cater 
to. Added to this is the prospect 
of nurturing a potential export 
opportunity to other emerging 
markets.

Considering this success, which 
has been achieved by 
the mobile handset 
industry in India on the 
manufacturing front, 
there is a tremendous 
potential  for  other 
sectors of the ESDM 
industry to create their 
own success stories, 
which in turn could 
open up floodgates of 
economic prosperity 
for the country and 
its people. Also, this 
will mark the onset 
of  a  rare  event  in 
the history of Indian 
Industrialization, when 
Indian manufactured 
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electronics products will be traded/
made available all around the 
world.   

However, while the demand 
scenario makes a pleasing story, 
the methodology of demand 
fulfillment is an issue. The current 
demand scenario should have 
translated into thousands of jobs 
for the Indian workforce, ensured 
development of the SME sector 
and seen the emergence of new 
entrepreneurs.

If only that were so.  

Learning from our neighbour

While India is still dreaming of 
becoming a global manufacturing 
hub, China has emerged as the 
manufacturing backbone of the 
world. This holds true in several 
sectors, but none more than 
the electronics industry and in 
particular, the handset industry. 

Today, China’s contribution 
to global handset manufacturing 
is 50 percent (more than 650 mn 
units annually) vis-à-vis India’s 
contribution of 12 percent or close 
to 165 mn units annually. OEMs 

around the world depend on China 
for electronics components – almost 
75-80 percent of global handset 
sourcing touches China in one 
way or the other. A symbiotic 
relationship with Taiwan, which 
has some of the world’s foremost 
companies in the handset design 
and component space, has only 
helped matters. China and Taiwan 
dominate the handset component 
manufacturing landscape. The 
value chain is covered end to 
end which enables cost effective 
component manufacturing. This 
includes design houses, ODMs, 
EMS, component manufacturers as 
well as OEMs.

The Indian handset market is 
also heavily dependent on China 
and with close to 110 mn handsets 
imported into the country every 
year. Though India’s market share 
in handset manufacturing has shot 
up from almost nil about 8 years 
back to almost 12 percent of global 
handset manufacturing now, this 
has been primarily on account of 
Nokia setting up its largest handset 
manufacturing facility in the world 
at Chennai

While all major multinational 
OEMs such as Nokia, Samsung, 
LG and Motorola have set up 
manufacturing facilities in India, 
all Indian OEMs continue to 
source their handsets from China. 
According to CMIE, as on 31 
March 2009, India imported USD 
19.77 bn worth of electronics 
goods and exported worth USD 
3.17 bn. 

Currently most tier I suppliers 
in India import components from 
China as the linkages to a wider eco-
system are missing. This represents 
an opportunity for handset and 
component manufacturing as 90 
percent of components (by value) 
for handsets manufactured in India 
are imported.

A helping hand.. . from the 
Government

If China and Taiwan have 
grown to this size and scale, it is 
primarily due to the efforts of the 
Government which supported the 
industry through a series of both 
fiscal and non-fiscal incentives and 
initiatives. 

T h e  e x a m p l e  o f 
Taiwan also clearly 
demonstrates the role 
of the Government in 
fostering innovation and 
technology, in terms of 
establishing hardware 
p a r k s ,  p r o m o t i n g 
industry and research 
c o l l a b o r a t i o n  a n d 
providing funding to 
incentivize IP creation 
and design capabilities. 
The result - Taiwan 
today  i s  a  g loba l 
hub for electronics 
manufacturing; with 
its component makers 
b e c o m i n g  m a r k e t 
leaders.
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India  has  the  capabi l i ty 
to become one of the premier 
destinations for handset and 
component manufacturing. The 
opportunity to mould India into 
a component manufacturing hub 
has to be initiated through the 
policy and business enablers from 
the Government, as component 
manufacturing for handsets will 
eventually percolate into bigger 
opportunities in manufacturing for 
the entire electronics value chain. 

It is important to put in place 
policies encouraging Indian players 
to invest in this space and establish 
partnerships/  JVs to enable 
technology transfers. The success 
of new entrants in the Indian market 
should encourage the Government to 
formulate policies which encourage 
local manufacturing, instead of 
depending on imports. This could 
further help in creating the eco-
system and value chain linkages 
which could have a multiplier 
effect.  

Needed: Parking space

To ensure that handset and 
component manufacturing in India 
becomes competitive by global 
standards, establishment of Handset 
and Component Manufacturing 
Parks is the need of the hour.We 
need to establish Mega Handset 
and Component Manufacturing 
Parks with a view to provide state-
of-the-art infrastructure for handset 
manufacturing in the country on 
a pre-identified cluster basis with 
a strong backward and forward 
linkage and to provide value addition 
in a demand driven manner.

The park should be aimed at 
translating the country’s booming 
telecom sector into benefits for the 
wider economy by establishing 
manufacturing centers which allow 

linkages to the wider value chain 
through convergence and a supply 
chain management that will take 
products to the retail outlet or for 
exports.

R&D has not taken off the way it 
should have, considering the skilled 
resources and abundantly talented 
work force that India possesses. 
The Government needs to follow 
Taiwan’s model to encourage R&D 
where state funded ITRI is run in 
close collaboration with industry, 
with funding often provided by 
companies for research activities. 
Successful ventures are taken up 
by industrial houses and offshoots 
are born, with strong innovative 
capabilities. Revenues from the 
Hsinchu Science Park in Taiwan 
stand at more than USD 25 bn 
annually. 

Current Government Policies

The Draft National Policy on 
Electronics (NPE) which was 
released last year and the subsequent  
approval by the Union Cabinet of  
various related sub-policies like 
setting up of Semiconductor Wafer 
Fabs, Electronics Manufacturing 
Clusters  (EMCs),  Modif ied 
Special Incentive Package Scheme 
(M-SIPS) policy and Preferential 
Market Access Scheme (PMA) 
have definitely given an impetus 
to the industry to work closely 
with both the Union and state 
Governments. 

Regular workshops/conferences 
in association with the Department 
of Electronics and Information 
Technology (DeitY), different 
state Governments and other 
stakeholders are currently taking 
place in different parts of the country 
to educate the state Governments 
about the importance of this sector, 
which eventually is expected to 

facilitate for promotion of this 
industry. State Governments like 
Andhra Pradesh has already come 
up with its state level electronics 
hardware policy clearly outlining 
various policy initiatives it has been 
proposing for prospective investors 
like subsidized power, schemes 
for improving employee skills, 
tax rate benefits, etc., are welcome 
measures. 

Proceed. . .with caution. . . to 
prosperity

Even though India stands on 
the verge of becoming one of the 
fastest growing economies in the 
world through the setting up of an 
ESDM eco-system, the country 
should not be oblivious to the 
missed opportunities of the past. 
While the future holds a lot of 
promise, India remains surrounded 
with numerous challenges namely 
inadequate infrastructure, irrational 
taxation structure, supply chain 
and logistics issues, inflexible 
labor, limited R&D focus, funding, 
limited focus to value addition and 
exports, which can shackle the 
growth of the industry. Key policy 
interventions by the Union and state 
Governments  such as continuing 
with a rational taxation system, are 
the need of the hour. The electronics 
industry has the potential to make 
an important contribution to the 
GDP and to employment generation 
- it is estimated that this industry 
will create 25-30 million new 
employment opportunities by 
2020. 

Whether it actually goes on to do 
so or whether this moment passes as 
another missed opportunity depends 
on us and our representatives. In the 
words of Horace, it is time to Carpe 
Diem. Seize the day. 

And the future will be ours.  q
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