Rising Chinaimports powering India’s electronics output
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Theexpansion of India’s
electronics production isbecoming
increasingly dependenton
imported components from China
and Hong Kong, especially key
productssuch as PCBs, micro
assembly, semiconductor devices,
LEDs, integrated circuits, and
capacitors.

Despite Indiaslamming
thedoorshuton Chinese
componentcompaniesin
response tothe border
clashes with Chinese troops
atGalwanin2022,the
decisionhasso farhad noadverse
impact: Chinese companies
continue tosupply components to
meet the growingdemand in India.

ImportstoIndiareached $20.70
billionin FY24, agrowth of over28
per cent compared to the previous
year. The imports were of electrical
integrated circuits and micro
assembly whichincludes
processors, controllersand memory
(represented by the harmonised
code of HS 8542) which are key
components for making mobile

)

, Share of imports from China/Hong Kong (in %)
“
¥

semlconduc— (ICs,mjcrq
- tordevices, assemblies like

LEDs, processors,

photovoltaic  controllers,

cells) memory)

51.1 5.4

851 8542

70.07 72.89

(PCBs)

HFY23 WFY24

58.7 574
L5.L  46.7

8533
(Electrical
resistors)

8532
(capacitors)

Note: Figures along with the
components are harmonised code

Source: Department of commerce

devicesand IT hardware.
Butimports from Chinaand
HongKongcombined grew even
faster at 31.6 per centin the same
period. Asaresult, Chinaand Hong
Kong now account fora52.4 per cent
share of totalimports of this
category in FY24, that’s up from 51
per centin FY23. Other countries
such as Korea and Taiwan combined
have seen their imports hit $4.5
billionin FY24 but they are still half
of China and Hong Kong combined.
Inthe HS code 8541 which covers

arange of productsincluding
diodes, transistors and other
semiconductor devices, light
emitting diodes, photovoltaic cells
and semiconductor-based
transducers, imports have shot up
by109 per centin FY24 toreach $7.9
billion injustoneyear. The share of
Chinaand Hong Kongcombined of
these componentsin value hasalso
increased from 57 per centin FY23to
61percentin FY24.

HS code 8534 is for PCBs, avery
important component which goes

intothe making of mobile devices
and laptops. In2022, Indiahad
imposed an anti-dumping duty on
them aimed at Chinese companies.
Butoverallimports of this
product have gone up by 17.64 per
centinFY24to$1.3billion. China
and Hong Kong imports combined
have grown by 33 per centand
account for astaggering72.9 per of
India’s overallimportsin FY24,up
from over 70 per centin FY23.
Thegovernmentis planninga
major course correction. The goal is

for India to have its own component
supply chain through a proposed
Production Linked Incentive (PLI)
scheme for components.

Theindustryisalsoaskingfora
combination of an upfront capex
subsidy for foreign and Indian
companiestobuild these factories
(such as for semiconductors) which,
unlike assembly, require large
capital expenditure. Theindustry
believes this should be combined
withanormal PLIscheme, with
incentives for production value
targets. But global companies point
outthatevensuchapolicywill not
help. Theysay acrucial stepis for the
government to rethink restrictions
inFDI on Chinese companies who
supply tothe whole world and
dominate theelectronics
sweepstakes.

Buildinglocal supply by
persuadinglocal manufacturersto
investinsuch factoriesis, theysay, a
longand laborious process.

Thegovernment hasalong-term
electronics policy with the aim of
producingelectronics worth over
$300billion by FY26. The problem is
thatthe figureisstill along way away
withjustacouple of yearsto go.




