Chinesefirms may need majority
Indian partnerstosetup plants
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Chinese companies will
need to concede a
majority S1 per cent
stake to their Indian
joint venture (JV) part-
ners for setting up a
component manufac-
turing plant in the entire
mobile device and elec-
tronics supply chain eco-
system in the country.

Says a top government official,
“The consensus that is emerging is that
in such JVs Indian partners should have
a majority 51 per cent stake, so they have
control over the management and the
board.”

The move is significant as many
global as well as Indian companies seek-
ing JVs with Chinese companies in the
mobile device component space say that
the foreign direct investment (FDI) cap
should be linked to the technology

Some global
players are
pushing fora
50-50 equity
structure,
pointing out that
without such a
split, most
Chinese firms
might not want
to share their
technology
atall

intensity required for the product which
the Chinese companies are willing to
transfer.

The Indian Cellular and Electronics
Association has suggested caps to the gov-
ernment based on a graded system. It has
suggested, for example, an FDI cap of 51
per cent in passive and active compo-
nents, camera modules, connectors,
ringers, amongst others. However, it is

comfortable with 49 per cent in mechan-
ics, microphones, key pads, and so on. In
other areas like packaging, it has sug-
gested a cap that is as low as 24 per cent.

This would ensure that the country
does not have to depend on imports from
China, but can do value addition of these
key components in India, providing it
more security in the supply chain.

Some global players are pushing for a
50-50 equity structure, pointing out that
without such a split, most Chinese com-
ponent makers might not want to share
their technology at all.

Over the past few months there has
been a subtle shift in the government’s
stance on Chinese FDI which got stymied
after the escalation in the Sino-Indian bor-
der tensions in 2020. However, some lee-
way has been given after persistent
demand from global and Indian com-
panies in mobile devices and other areas
of electronics that Chinese support would
be needed to build the supply chain if the
country wants to achieve its ambitious
export target in this sector. Turn to Page 6 »



loans and insurance.

Chinese firms...

The government has now
asked Indian companies to pro-
vide a list of Chinese suppliers
that would like to shift some
capacity to India provided they
are willing to set up JVs with
Indian companies. After a pre-
liminary screening by the gov-
ernment, the Chinese compa-
nies will have to negotiate a JV
with Indian players. In the final
phase, they will have to go back
to the government for FDI
clearance under the Press Note
3 of April 2020, which is the
government order requiring
FDI approvals for investment
proposals by companies with
which India shares a land bor-
der. The rules under Press Note
3 have not been relaxed.
Under this policy, Apple Inc,
which is planning to shift 12-20
per cent of its iPhone assembly
by value to India by 2026, man-
aged to get approvals for invest-
ments by 14 Chinese compo-
nent suppliers out of a list of 17.
Ten of these have been in India
from before the Press Note 3
days. But sources explained
that preliminary approvals
were taken even for these com-
panies because they would
have had to apply again to the
government for a joint venture
if they want to bring in more
investment. Mobile phone
maker Lava International is in
advanced talks with Chinese
original design manufacturer
Huaqin, the world’s largest
player in this space for mobiles
and tablets, for a joint venture.
And Dixon Technologies is dis-
cussing potential JVs with

Chinese companies in the com-
ponents space.

Nearly 80 per cent of the
global mobile device supply
chain is in China and is run by
Chinese firms. India has big
plans in this space. Under the
PLI scheme, the government
aims to hit a value addition of
40 per cent by 2026 (it is cur-
rently at 12-18 per cent, after
two years of the PLI pro-
gramme).

Accenture...

She added: “We’ve also been
doing that with cost efficiency
and digitisation. We have iden-
tified an opportunity to go after
more structural cost to create
resilience and room in the P&L
as we go ahead.”

The company in a regulato-
ry filing said while it continued
to hire to support its strategic
growth priorities, during the
second quarter of fiscal 2023, it
had initiated action to stream-
line operations and transform
its non-billable corporate func-
tions to reduce costs. More
importantly, the company stat-
ed the hiring outlook for the
next quarter would be muted.

“In the previous two quar-
ters we added 28,000 people.
This quarter we had 91 per cent
utilisation. We have skills and
all the people we need to deliv-
er ... We did not add people
from Q1 to Q2. We see that
being the same for Q2 and Q3.
We may add headcount in Q4,”
added Sweet. The trend ties in
with what is happening in the
sector. TCS had negative head-
count growth in Q3FY23. The
hiring numbers of Infosys and
Wipro too were softer than
expected and several players



