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General Studies-3; Topic: Effects of liberalization on the economy, changes in industrial 
policy and their effects on industrial growth.  
 

Electronics Manufacturing in India 
 

1) Introduction 

 India is one of the fastest growing economies in the world. But it is lacking in electronics 
manufacturing sector. 

 India has a share of about 1.5 per cent in the world in total electronics hardware production. 

 Data for 2014-15 shows that about 58% of domestic consumption is sourced through imports.  
 

2) Opportunities 

 India offers the 3 'Ds' for business to thrive— democracy, demography and demand.  

 A growing middle class, rising disposable incomes, declining prices of electronics and a number of 
government initiatives have led to a fast-growing market for electronics 

 The industry has the potential to provide millions of jobs, directly and indirectly. 

  India has a large domestic market and a number of trained engineers 

 China, with its rising labour costs, will soon not be the global manufacturing hub. This is an 
opportunity for India. 

 GST has increased the distance that trucks are travelling by about 30% and also reduced the 
confusion associated with various state and local taxes.  
 

3) Present Status 

 India’s electronics manufacturing has been unable to respond to the rising demand leading to a 
growing trade deficit. 

 Of the country’s total demand for electronics, between 50-60% of the products and 70-80% of the 
components are imported.  

 It will increase the import bill and the country loses an opportunity to create employment for 
millions 

 Due to a limited base of local component suppliers, manufacturers are dependent on importing 
parts.  

 The custom duties on the components (or parts) used in electronic products make it expensive for 
domestic manufacturers to compete with foreign competitors. 

 FDI in electronics is less than 1% of the total FDI inflow 

 India ranks 146 in the category of trading across borders in Doing Business rankings due to the high 
costs of compliance. 

 The numerous forms, fees, inspections and the associated time discourage domestic producers 
from exporting and keep them out of the international supply chain. 
 

4) Concerns / Challenges 

 According to a report, expenses on electronics imports could surpass those on oil imports by 2020. 

 Low FDI in Electronics because of onerous labour laws, delays in land-acquisition and the uncertain 
tax regime  

 Preponderance of electronic products from countries like. China, South Korea, Japan etc 

 Lack of Rare Earth Minerals. China currently dominates the reserves of Rare Earth minerals 

 Under inverted duty structure, the raw materials attract more import duty than the final products.  
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 R&D and Innovation in electronic manufacturing is lacking in Indian industries. 

 The electronics manufacturing in India is insignificant in terms of quantity and quality compared to 
China. 
 

5) Government Initiatives 

 The government has listed the electronics industry as a priority sector under its Make In India 
campaign. 

 Encouraging domestic manufacturing by providing tax and tariff concessions, investment subsidies, 
preferential market access in government procurement and export subsidy. 

 Government increased the import duty on various electronic items like smartphones, LED bulbs and 
microwave ovens 

 The Government has envisioned a policy to substitute the import of electronic products by 2020. 

 Government initiatives like Digital India are providing an impetus to the electronics manufacturing 
sector. 

 Further boost is being provided in this area through Skill Development initiatives. 

 Providing incentives through Modified Incentive Special Package Scheme (M-SIPS) and Electronics 
Development Fund (EDF). 
 

6) Way Forward 

 Electronics manufacturing needs a policy push to attract more FDI in Electronics 

 Increase the country’s general competitiveness in the export market 

 Bring the duties on components down to the level of the product.  

 In order to inspire investor confidence, laws need to be liberal and predictable.  

 Establish special economic zones like the Dubai International Financial Centre—Dubai’s normal civil 
and commercial laws do not apply in this area  

 Reforming labour and land would make India an attractive destination in the global supply chain. 

 Anomalies which discourage domestic manufacture on account of an inverted duty structure need 
to be rectified. 

 Providing tax benefits that incentivise investment in domestic manufacturing facilities. 

 Create a hundred design studios for new product development.  
 
 


