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DISCLAIMER 
 
Given below is the content to be provided to you for your internal use by Frost & Sullivan as part of your 
subscription to its industry research on the following industry: 
 
άAssessment of Electronics Manufacturing Services (EMS) Industry in Indiaέ όǘƘŜ άwŜǇƻǊǘέύ 
  
The study has been undertaken through extensive primary and secondary research, which involves 
discussing the status of the industry with leading market participants and experts, and compiling inputs 
from publicly available sources, including official publications and research reports. The estimates provided 
ōȅ CǊƻǎǘ ϧ {ǳƭƭƛǾŀƴ όLƴŘƛŀύ tǊƛǾŀǘŜ [ƛƳƛǘŜŘ όάCǊƻǎǘ ϧ {ǳƭƭƛǾŀƴέύ ŀƴŘ ƛǘǎ ŀǎǎǳƳǇǘƛƻƴǎ ŀǊŜ ōŀǎŜŘ ƻƴ ǾŀǊȅƛƴƎ 
levels of quantitative and qualitative analyses, including industry journals, company reports and information 
in the public domain. 
 
Frost & Sullivan has prepared the study in an independent and objective manner, and it has taken all 
reasonable care to ensure its accuracy and completeness. We believe that the study presents a true and fair 
view of the industry within the limitations of, among others, secondary statistics and primary research, and 
it does not purport to be exhaustive. The results that can be or are derived from the findings are based on 
certain assumptions and parameters/conditions. As such, a blanket, generic use of the derived results or the 
methodology is not encouraged forecasts, estimates, predictions, and other forward-looking statements 
contained in the report are inherently uncertain because of changes in factors underlying their assumptions, 
or events or combinations of events that cannot be reasonably foreseen. Actual results and future events 
could differ materially from such forecasts, estimates, predictions, or such statements. 
 
In making any decision, the recipient should conduct its own investigation and analysis of all facts and 
information and the recipient must rely on its own examination. The recipients should not construe any of 
the contents in the report as advice relating to business, financial, legal, taxation or investment matters and 
are advised to consult their own business, financial, legal, taxation, and other advisors. 
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ABBREVIATIONS 

¢ƛǘƭŜ !ōōǊŜǾƛŀǘƛƻƴǎ 

APAC Asia-Pacific 

ATMP Assembly, Testing, Marking and Packaging 

ATMP Assembly, Testing, Marking, and Packaging 

BAI Business Assessment Index 

CAGR Compound Annual Growth 

CE&A Consumer Electronics and Appliances 

CPI Consumer Price Index 

CY Calendar Year (January to December) 

ECU Engine Control Unit 

EDP Electronic Data Processing  

EMC 2.0 Modified Electronics Manufacturing Clusters Scheme 

EMS Electronic Manufacturing Services 

EVs Electronics Vehicles 

FY Financial Year (April to March) 

GCC Gulf Cooperation Council 

GDP Gross Domestic Product 

GVA Gross Value Added 

IMF  International Monetary Fund 

IoT Internet of Things 

IIP Index of Industrial Production 

IT & BA Information technology & Building Automation 

ITM Industry Transformation Map 

KSA Kingdom of Saudi Arabia 

LATAM Latin America 

MEIS Merchandise Exports from India Scheme 

MEIS Merchandise Exports from India Scheme 

MeiTY Ministry of Electronics and Information Technology 

MoSPI Ministry of Statistics and Programme Implementation 
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MSMEs Micro, Small, and Medium Enterprises 

NDAA National Defence Authorization Act 

NPE National Policy on Electronics 

NPE National Policy on Electronics 

ODM Original Design Manufacturing 

OEMs Original Equipment Manufacturer 

PCB Printed Circuit Board  

PCBA Printed Circuit Board Assembly 

PFCE Private Final Consumption Expenditure 

PLI Production Linked Incentive 

PMA Project Management Agency 

RFID Radio-Frequency Identification 

SEA South East Asia 

SME Small and Medium Enterprise 

SMT  Surface-Mount technology 

SPECS 
Scheme for Promotion of Manufacturing of Electronic Components and 
Semiconductors 

STB Set Top Boxes 

THT Through Hole Technology  
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DEFINITIONS 

¢ƛǘƭŜ Definition 

Total Electronics Market 
It includes domestic electronics production and imports of electronic 

finished goods 

Original Equipment 

Manufacturer (OEM) 

Also called as Brand Manufacturers. Beyond manufacturing, they offer a 

whole gamut of services from logistics, repair, servicing, etc. 

Electronic Manufacturing 

Services (EMS) 

Companies that provide services such as design, manufacture, test, 

distribute and servicing in electronics sector for the OEMs  

Original Design 

Manufacturer (ODM) 

Companies that offer product design as a service as well as manufacturing 

for other brands 

Contract Manufacturing 

(CM) 

Companies that contract manufacture products for OEMs. They do not 

provide design services 

Engineering Bill of Materials 

(EBOM) 

It is a type of bill of materials (BOM) reflecting the product as designed by 

engineering. It contains the list of items, parts, components and sub-

assemblies in the product designed by engineering 
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CHAPTER 1 - GLOBAL MACROECONOMIC OVERVIEW 

Global Real GDP and Growth Outlook 

The Global economy (real GDP), which is now in the path of steady recovery, has undergone significant 

stress in the last few years due to extended trade conflicts, slowdown in investments across the world and 

then a novel virus. Global economy was showing signs of slowdown since CY2018 and then entered into a 

recession in CY2020 owing to the unprecedented crisis caused by COVID-19 pandemic. The pandemic 

started from China around December CY2019 and then had spread across the continents with alarming 

speed, infecting millions and bringing economic activity to near standstill in Q2 and Q3 of CY2020 as many 

countries had to impose strict restrictions to curb the spread of the virus. World now has vaccines to fight 

this disease and companies have developed innovative business models including adoption of digital 

measures to continue with their businesses. Pent up demand, caused by economic stagnation and 

improvement in the supply situation are now fuelling the recovery of global economy which is poised to 

stage its most robust post-recession recovery in 80 years in CY2021. The global GDP is expected to grow at a 

CAGR of 3.9% by CY2025. 

Chart 1.1: Real GDP and Real GDP Growth (Annual %age Change), Global, Value in USD Trillion, 

Growth in %, CY2017-CY2025E 

 

The pandemic, in its peak, had created several issues for the manufacturing industries such as supply chain 

disruptions, labour issues, sluggish demand and fall in exports. In order to survive, companies across the 

globe had to adopt drastic measures such as employment and wage cuts. This had a circular effect on the 

global economy. Job losses coupled with salary reductions and delayed payments resulted into significant 

decline in consumer spending which in turn affected the economy and further job losses. Travel, hospitality, 

banking, construction and manufacturing were among the worst-affected industries.  
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Impact of the Pandemic was severe among the weaker economies in CY2020. Most of the African countries 

faced severe economic downturn especially the countries with large energy exports such as Algeria, Angola 

and Nigeria. Fluctuations in the oil prices, cold war among major Oil & Gas producers coupled with the 

impact of the global economic slowdown had affected the Middle Eastern economies adversely.  The Latin 

American region, which has been grappling with many socio-economic issues such as poverty, inequality, 

debt crisis, low economic growth etc., the pandemic had further worsened the situation. Latin America has 

also been one of the worst hit regions due to the COVID-19 pandemic.  

However, the situation is lot better and brighter in CY2021 and the global economy is on the path of a 

strong recovery. Global economy is likely to grow by 5.6% in CY2021, largely on the inherent strength of the 

major economies such as the United States, China, Japan, Germany, United Kingdom and India.  While 

global economic bodies have made upward revisions in their growth projections for most of the economies, 

many weaker and developing economies will continue to grapple with COVID-19 for the next few years. 

Chart 1.2: Country/ Region wise Real GDP comparison, Global, Value in USD Trillion, CY2017-

CY2025E 

 

Chart 1.3: Country / Region wise Real GDP Growth (Annual Percentage Change), Global, Growth 

in %, CY2017-CY2025E 
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Impact of COVID-19 pandemic in different Economies in 2020 

The outbreak of COVID-19 pandemic has thrown the entire world into an unforeseen crisis in terms of both 

ǇǳōƭƛŎ ƘŜŀƭǘƘ ŀƴŘ ŜŎƻƴƻƳȅΦ tǊƻǘŜŎǘƛƴƎ ǇŜƻǇƭŜΩǎ ƭƛǾŜǎ ŀƴŘ ǎǳǇǇƻǊǘƛƴƎ ǇǳōƭƛŎ ƘŜŀƭǘƘ ƘŀǾŜ ōŜŎƻƳŜ ǘƘŜ ƘƛƎƘŜǎǘ 

priorities for countries across the world. The global economy, which was already slowing down, plunged into 

a deep depression in CY2020 causing severe impact on spending and employment. 

With increasing spread of the virus, most of the economies had to enforce desperate measures such as   

lockdowns, travel restrictions, social distancing etc. Various containment measures including closure of 

offices and factories, slowdown of public services etc. were taken which resulted in significant drop in 

investments during CY2020. 

United States of America - USA became the epicentre of the pandemic with highest 

ƴǳƳōŜǊ ƻŦ ǊŜǇƻǊǘŜŘ ŎŀǎǳŀƭǘƛŜǎ ƛƴ ǘƘŜ ǿƻǊƭŘ ǿƛǘƘ ŀ ŘŜǾŀǎǘŀǘƛƴƎ ƛƳǇŀŎǘ ƻƴ ǘƘŜ ŎƻǳƴǘǊȅΩǎ 

economy. As per U.S. Bureau of Labour Statistics, unemployment rate almost tripled 

between Q4 CY2019 to Q2 CY2020, from 3.6% to 13%. Over thirty million Americans had 

filed for unemployment benefits due to job losses during this period. However, unemployment rate fell to 

6.7% by Q4 CY2020 due to slew of economic measure taken by the Government. The U.S. economy has 

been strengthened by massive fiscal support and widespread vaccination and the economy is expected to 

grow by 6.4% in CY2021, the fastest pace since 1984. While small businesses are expected to have a longer 

road to recovery, the services sector, construction, retail trade, management companies & enterprises, real 

estate, technical services and healthcare are driving economic recovery in the country.    

Europe - The situation was no different in Europe. Post China, Italy was the second 

country to experience massive casualties in the initial months of the pandemic outbreak. 

While the pandemic triggered sharp declines in job opportunities and millions of job 

cuts, the region was also at the forefront in easing down economic lockdowns and 

opening up economic activities.  

Compared to the global economy, the euro area suffered a bigger hit in 2020 and likely to experience 

comparatively slower recovery in CY2021. The real GDP is likely to reach pre-crisis levels only by mid-2022. 

Manufacturing industries were impacted by short-term supply shortages, but most of them recovered 

relatively quickly during Q3 CY2020. Sectors which thrive on human contact and interactions, such as the 

cultural and creative industries and the aerospace industry, have experienced substantial hits by the crisis, 

and likely to have longer recovery path. Pharmaceuticals and Digital sectors were the least impacted 

sectors.   

South East Asia - Even though health, economic and political impact of COVID-19 has 

been significant across South East Asian nations, the virus has not spread as rapidly in 

this region as compared to other parts of the world. Although the region could not 

match fiscal incentives of many of the western world countries, fiscal policy in 

Southeast Asia has still been more generous and this has played a crucial role in limiting the economic and 

social fallout from the pandemic. 
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Asian Development Bank, in one of its latest reports, mentioned that Southeast Asian economies will 

ǊŜŎƻǾŜǊ ŀǘ άŀ ƳǳŎƘ ǎƭƻǿŜǊ ǇŀŎŜέ ǘƘŀƴ ǇǊŜǾƛƻǳǎƭȅ ǘƘƻǳƎƘǘ ŘǳŜ ǘƻ ǊŜŎǳǊǊƛƴƎ ǿŀǾŜǎ ƻŦ /ƻǾƛŘ-19. ADB 

downgraded economic growth projections for all Southeast Asian economies τ except Singapore and the 

Philippines. Major Southeast Asian economies including Indonesia, Thailand, Malaysia and Vietnam reported 

a sharp rise in daily COVID-19 infections and deaths in the recent months. The spike in cases and deaths was 

attributed to the highly infectious delta variant. Southeast Asia plays a major role in the global 

manufacturing supply chain. Lockdowns and social-distancing measures in the region, primarily in Taiwan, 

have prolonged a global shortage of semiconductors, and constrained the supplies of goods such as coffee 

and clothing.  

China - Covid-19 outbreak started with China and then rapidly spread into other parts 

of the world. Before the pandemic, China was already grappling with slower growth 

and rising unemployment along with trade conflicts with economic giants like USA. 

LƳǇŀŎǘ ƻŦ ǘƘŜ tŀƴŘŜƳƛŎ ǿŀǎ ǎŜǾŜǊŜ ƻƴ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ŜŎƻƴƻƳȅ ƛƴ vм CY2020. The Govt. 

had to adopt strict containment measures and as China is the biggest exporter to many countries in the 

world, there were supply chain disruptions in the first few months of 2020 which impacted the 

manufacturing sector globally. However, the country could restore its operations within next few months 

and was one of the leading suppliers of medical consumables and equipment globally in CYнлнлΦ /ƘƛƴŀΩǎ 

economy, which did not contract in CY2020, is expected to grow at 8.5% in CY2021 and moderate as the 

ŎƻǳƴǘǊȅΩǎ ŦƻŎǳǎ ǎƘƛŦǘǎ ǘƻ ǊŜŘǳŎƛƴƎ ŦƛƴŀƴŎƛŀƭ ǎǘŀōƛƭƛǘȅ ǊƛǎƪǎΦ 

India - India, one of the potential superpowers in the world and one of the emerging 

manufacturing destinations, could not decouple itself from this global disaster. Indian 

manufacturers had to face supply side bottlenecks as there was no supply from China in 

Q1 2020. India is the second most populous country and population density of the cities 

are one of the highest in the world. Due to this, India Govt. had   to impose strict country-wide lockdown 

much faster than most of its western counterparts. Indian manufacturing sector could not withstand this 

double blow ς first from the supply side and then from the demand side and its economy contracted the 

most (-23.9 %) globally in Q2 2020.  

IƻǿŜǾŜǊΣ ǘƘŜ ŎƻǳƴǘǊȅ Ƙŀǎ ǎƘƻǿƴ ǎǘǊƻƴƎ ǊŜǎƛƭƛŜƴŎŜ ǎƛƴŎŜ ǘƘŜƴΦ ¢ƘŜ DƻǾǘΦ ƘŀŘ ŎŀƭƭŜŘ ŦƻǊ Ψ!ǘƳŀƴƛǊōƘŀǊ .ƘŀǊŀǘΩ 

ƻǊ Ψ{ŜƭŦ-wŜƭƛŀƴǘΩ LƴŘƛŀ ŀƴŘ ǘƘŜ ƛƴŘǳǎǘǊƛŜǎ ƘŀǾŜ ǊŜǎǇƻƴŘŜŘ ǘƻ ǘƘŀǘ ŎŀƭƭΦ LƴŘƛŀ Ƙŀǎ ƴƻǘ ƻƴƭȅ ōŜŎƻƳŜ ǎŜƭŦ-reliant 

on medical supplies, it is now one of the largest producers of Covid-19 vaccines globally. The demand 

scenario has improved and Indian economy has grown by record 20.1 % in Q2 2021 compared with the 

corresponding period last year. 

Manufacturing has emerged one of focus area for the Govt. with ǇƻƭƛŎƛŜǎ ǎǳŎƘ ŀǎ ΨaŀƪŜ ƛƴ LƴŘƛŀΩ ŀƴŘ 

Ψ!ǘƳŀƴƛǊōƘŀǊ .ƘŀǊŀǘΩ ŀƴŘ ǎŜǊƛŜǎ ƻŦ ǎŎƘŜƳŜǎ ǎǳŎƘ ŀǎ tƘŀǎŜŘ aŀƴǳŦŀŎǘǳǊƛƴƎ tƭŀƴ όtatύΣ tǊƻŘǳŎǘƛƻƴ [ƛƴƪŜŘ 

Incentive (PLI) etc. India has emerged as the second most sought after manufacturing destination across the 

world indicating the growing interest shown by manufacturers in India as a preferred manufacturing hub 

over other countries, including the U.S and those in the Asia-tŀŎƛŦƛŎ ǊŜƎƛƻƴΣ ǎƘƻǿŜŘ /ǳǎƘƳŀƴ ϧ ²ŀƪŜŦƛŜƭŘΩǎ 

2021 Global Manufacturing Risk Index. 

Other countries - The economic impact of the COVID-19 pandemic has been different across different 

countries. Iran had the highest number of corona cases in Middle East, followed by Iraq and UAE. Countries 
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such as Saudi Arabia and UAE were conservative in allowing touristǎΣ ǿƘƛŎƘ Ƙŀǎ ōŀŘƭȅ ŀŦŦŜŎǘŜŘ ǘƘŜ ǊŜƎƛƻƴΩǎ 

tourism revenue. Tourism is one of the biggest revenue generators of the region especially for GCC 

countries like the UAE. GCC governments have taken swift measures to reduce the impact of the virus in the 

region. Africa is one of the most affected regions globally due to COVID-19 pandemic. It is one of the most 

susceptible regions in terms of controlling the pandemic due to lack of proper health care services and basic 

infrastructural amenities.  

For many countries, economic recovery is being driven by the private sector. The Small & Medium 

Enterprises are expected to play a key role in economic and employment recovery in these countries. 

Digitalization is also playing a key role in economic rebound across Africa as healthcare apps, payment 

platforms, e-commerce portals and micro-insurance systems are witnessing positive traction across end 

users.  

Chart 1.4: Value Added Manufacturing of select countries in Asia-Pacific (at Current USD), Global, 

Value in USD Trillion, CY2015-CY2020 

 

Chart 1.5: Value Added Manufacturing of select countries in Asia-Pacific (% of GDP), Global, 

Contribution by %, CY2015-CY2020 
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Stimulus Packages announced by different Economies 

 The United States, one of the worst affected countries, has distributed a total of USD 2.7 trillion 

in three phases in order to revive the economy and bringing back normalcy to the country. 

These stimulus packages have been aimed towards aiding the process of reopening schools, 

empowering small businesses while also providing tax holidays and enabling cash inflow to 

American citizens.    

 

Chart 1.6: Stimulus Packages Announced by Countries, USD Billion, Global, CY2020 

 

 The EU has outlined massive investments to support people and businesses across Europe as 

the region has battled a deep economic recession due to the COVID-19 outbreak. The European 

Commission has distributed USD 857 billion stimulus funds in the form of grants and loans to 

countries and sectors most impacted by the coronavirus pandemic. In addition to this, each 

member country has announced huge sums as stimulus. For instance, Germany has designed a package of 

over USD 1.47 trillion to battle the economic crisis. The French government has worked on USD 117.98 

billion Stimulus package for the local economy while the Italian government has allocated USD 59.6 billion 

as an economic stimulus for its ailing economy. 
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 China has disōǳǊǎŜŘ ŀ ǎǘƛƳǳƭǳǎ ǿƻǊǘƘ ¦{5 рлл ōƛƭƭƛƻƴΣ пΦр ҈ ƻŦ ŎƻǳƴǘǊȅΩǎ D5t ǘƻ ǎŀǾŜ ǘƘŜ 

economy. Banks had suspended interest collection and principal payments on loans till March 

2021. Unemployed population were allowed to claim unemployment benefits. 

 Within LATAM, aŜȄƛŎƻ Ƙŀǎ ŀƴƴƻǳƴŎŜŘ ŀ ¦{5 нс ōƛƭƭƛƻƴ ǎǘƛƳǳƭǳǎ ǇŀŎƪŀƎŜΣ оΦр ҈ ƻŦ ŎƻǳƴǘǊȅΩǎ 

GDP which is widely discussed as one of the smallest in comparison to some of the other 

economic stimulus packages that have been offered by other global economies in the 

developing regions. Similarly, Argentina and Chile has allocated USD 11.1 billion and USD 6 

billion respectively as stimulus packages to rescue the sinking economy. Being one of the worst affected 

regions due to the pandemic, stimulus packages have played some role in the revival of economies in the 

LATAM region however; there are concerns that the current stimulus package would not be sufficient to 

bring the economies on track.  

 Within South Asia, Singapore and Malaysia have announced additional stimulus to the tune 

¦{5 с ōƛƭƭƛƻƴ ƛƴ ŀƴ ŀǘǘŜƳǇǘ ǘƻ ǊŜǾŀƳǇ ǘƘŜƛǊ ŜŎƻƴƻƳƛŜǎΦ {ƛƴƎŀǇƻǊŜΩǎ ǘƘƛǊŘ ǎǘƛƳǳƭǳǎΣ ǿƘƛŎƘ ƛǎ 

ǿƻǊǘƘ ¦{5 оΦс ōƛƭƭƛƻƴΣ ŀŘŘǎ ǳǇ ǘƻ ŀ ǘƻǘŀƭ ƻŦ ŀōƻǳǘ мн҈ ƻŦ ǘƘŜ Ŏƛǘȅ ǎǘŀǘŜΩǎ D5tΦ LƴŘƻƴŜǎƛŀ Ƙŀǎ 

already announced a first round of measures worth USD 24.65 billion and there are plans to add 

more. Similarly, Thailand has also introduced a second stimulus package worth USD 51.29 billion on top of a 

first one worth USD 12.8 billion. 

 Gulf Cooperation Council (GCC) governments have taken numerous initiatives in order to 

support the residents and companies financially. United Arab Emirates has doubled the size of 

its stimulus package from USD 34 billion initially to USD 69.7 billion. Similarly, KSA and Qatar 

have implemented stimulus package of USD 31.99 billion USD 23.35 billion respectively. The 

objectives of these stimulus packages have been to reinforce liquidity and support business continuity of 

companies and to reduce the impact of corona-virus on the economy.   

 African countries and Governments have also offered stimulus packages to support their 

citizens and businesses. Kenya has offered USD 503 million that includes credit guarantees, 

loans to small businesses and helping propping up tourist facilities. South Africa, one of the 

leading economies in the region has announced USD 26 billion or roughly 10 % of its GDP to 

jump start businesses and assist the weaker sections of the population. A large portion of this stimulus 

package has helped the informal sector to protect jobs through various credit guarantee schemes. Egypt has 

announced USD 6.4 billion stimulus package and offered credit repayment extensions for the SMEs. The 

ŎƻǳƴǘǊȅΩǎ /ŜƴǘǊŀƭ .ŀƴƪ Ƙŀǎ ŀƭǎƻ ŀƴƴƻǳƴŎŜŘ ŀ ǊŀǘŜ Ŏǳǘ ǘƻ ǘƘŜ ŜȄǘŜƴǘ ƻŦ о҈Φ Lƴ ŀŘŘƛǘƛƻƴΣ ǘƘŜ ǇŀŎƪŀƎŜ ŀƭǎƻ 

included reduction in natural gas and electricity prices for the industry, funds allocation to healthcare 

services, tax exemptions and monthly cash subsidies for the affected workers.    

 The Indian Government, On May 12 2020, has announced a stimulus worth USD 295.8 billion 

(INR 20.97 TrƛƭƭƛƻƴύΣ ŀōƻǳǘ мл ҈ ƻŦ LƴŘƛŀΩǎ D5t ǘƻ ǎǳǇǇƻǊǘ ŀƴŘ ǊŜǾƛǾŜ ǘƘŜ LƴŘƛŀƴ ŜŎƻƴƻƳȅ ŀƴŘ 

make India self-reliant. India bailout package is the fourth largest among major economies in 

the World. A high level break-up of the bailout package has been mentioned below:  
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Chart 1.7: Components of Stimulus package announced by Government of India, CY2020 

 

Real GDP for Key Regions and Growth Outlook 

A) United States of America (USA) 

Chart 1.8: Real GDP and Real GDP Growth (Annual %age Change), USA, Value in USD Trillion, 

Growth in %, CY2017-CY2025E 

 

USA economy was progressing well with more than 2.0 % growth between 2017 and 2019 before it 

experienced the biggest decline in 2020 when the economy contracted by over 3.5%. This was worse than 

the 2.5 % decline witnessed during the economic recession of 2009. A positive recovery of 6.8% in 2021 is 
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anticipated to be followed by subdued growth and saturation in economic activity where the market is 

expected to grow between 4.2% in 2022 and 1.6% in 2025. 

The US policy makers have taken proactive decisions to protect lives and businesses. The stimulus 

announced by the government has given the nation some additional relief. Few of the economic indicators 

like employment are showing significant improvement in 2021. Household expenditure has now been rising 

gradually since April 2021. Retail sales and housing sales has also gathered pace and also exceeded pre-crisis 

levels. 

B) Europe 

Chart 1.9: Real GDP and Real GDP Growth (Annual %age Change), Europe, Value in USD Trillion, 

Growth in %, CY2017-CY2025E  

 

The European Union (EU) economy has shrunk by 5.7 % in 2020 with a recovery anticipated at 4.2% in 2021. 

Spain, UK, Italy, Greece and France are the worst affected economies, experiencing a GDP decline of 10.8 %, 

9.1 %, 8.9 %, 8.2 % and 8.1 % respectively. After the pandemic, EU and the United Kingdom have adopted 

various trade control measures to ensure the availability of essential items, medicines and medical 

equipment. In addition to this, EU member countries introduced export bans, notification requirements for 

exports, power to seize goods etc. The entire EU nations are experiencing a low production crisis. European 

companies have started redesigning production to revive from the current situation. Companies across 

Europe are embracing innovative business models to survive the crisis and continue doing business. 

While the recurrence of COVID-19 looms large, economic experts have predicted that economic recovery of 

EU region will happen at a slower pace and the region will reach to pre-crisis level only in 2022 as many 

economies depend heavily on tourism. Most of the economies are now operating normally and a positive 

sentiment prevailing buoyed by a landmark agreement forged by the European Union to raise a 750 billion 
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euro (USD 883 billion) relief fund through the sale of bonds backed collectively by all members. Countries 

are now looking towards more sustainable growth with resilience and cohesion. 

C) China 

China is the only large economy to register a positive GDP growth in a year when the global economy 

ŎƻƴǘǊŀŎǘŜŘ ōȅ оΦо ҈Φ /ƘƛƴŀΩǎ ŜŎƻƴƻmy had a positive growth of 2.3% during 2020. The country has shown its 

resilience during the pandemic year and expected to register 8.5҈ D5t ƎǊƻǿǘƘ ƛƴ нлнмΦ /ƘƛƴŀΩǎ ŜŎƻƴƻƳȅ 

has recovered well with tƘŜ ƎƻǾŜǊƴƳŜƴǘ ŦƻŎǳǎƛƴƎ ƻƴ ǎǳǇǇƻǊǘƛƴƎ {Ƴŀƭƭ ŀƴŘ aŜŘƛǳƳ 9ƴǘŜǊǇǊƛǎŜ ό{a9Ωǎύ ŀƴŘ 

ŀƭƭƻǿƛƴƎ ŘŜƭŀȅ ƻŦ ƭƻŀƴ ǊŜǇŀȅƳŜƴǘǎΦ ¢ƘƻǳƎƘ /ƘƛƴŀΩǎ ƛƴŘǳǎǘǊƛŀƭ ŜŎƻƴƻƳȅ ǎƘƻǿŜŘ ǇƻǎƛǘƛǾŜ ǎƛƎƴǎΣ ǊŜǘŀƛƭ ŀƴŘ 

investment industry remained weak and challenging.  

As the recovery gains traction, the composition of aggregate demand is likely to shift toward private 

domestic consumption. Real consumption growth is expected to eventually return to pre COVID-19 levels, 

aided by continued labour market recovery, growing household incomes, and increased consumer 

confidence. Despite recent increases in imported raw material prices and an increase in local demand, 

consumer price inflation is projected to stay below target. Given the on-going uncertainty, the authorities 

are expected to remain flexible and modify the level and nature of macroeconomic policy assistance. 

Chart 1.10: Real GDP and Real GDP Growth (Annual %age Change), China, Value in USD Trillion, 

Growth in %, CY2017-CY2025E 

 

D) India 

The Indian economy continued to grow between 2017 and 2019. However, there was a moderation in the 

growth rate during these years. As the Government was taking various measures to counter this slowdown, 

Covid-19 created havoc in 2020 which resulted in 7.3҈ ŎƻƴǘǊŀŎǘƛƻƴ ƻŦ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ŜŎƻƴƻƳȅΦ ¢Ƙƛǎ ǿŀǎ 

worst ŜǾŜǊ ŜŎƻƴƻƳƛŎ ǇŜǊŦƻǊƳŀƴŎŜ ōȅ LƴŘƛŀΣ ǿƻǊǎǘ ȅŜŀǊ ƛƴ ǘŜǊƳǎ ƻŦ ŜŎƻƴƻƳƛŎ ŎƻƴǘǊŀŎǘƛƻƴ ƛƴ ǘƘŜ ŎƻǳƴǘǊȅΩǎ 
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history and much worse than the overall contraction in the world. Unemployment rate was more than 20% 

in April and May 2020 and individual income dropped by more than 40% during this period. Private 

consumption, the mainstay of aggregate demand, was severely affected by the pandemic. As per NSO 

estimate, Private Final Consumption Expenditure (PFCE) contracted by 9.0 per cent in 2020-21, reflecting 

impact of the stringent nation-wide lockdown and social distancing norms, heightened uncertainty as a 

result of transitory and permanent job losses, closures of small, micro and unincorporated businesses and 

wage resets. 

However, the country has showed tremendous resilience in these difficult times and macroeconomic 

indicators started improving gradually since Q3 2020. The medium term growth outlook is very positive and 

country is likely to record a growth of 8.3% in 2021 and 7.5% in 2022, on account of strong macroeconomic 

fundamentals including moderate inflation, implementation of key structural reforms and improved fiscal 

and monetary policies. Among all large economies, India is likely to demonstrate a rapid and sustainable 

growth post COVID-19, driven by strong manufacturing-led industrial expansion and consumption demands 

from the private sector. 

Chart 1.11: Real GDP and Real GDP Growth (Annual %age Change), India, Value in USD Trillion, 

Growth in %, CY2017-CY2025E 

 

One of the key reasons for the anticipated growth ƻŦ LƴŘƛŀƴ ŜŎƻƴƻƳȅ ƛǎ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ŦƻŎǳǎ ƻƴ ǘƘŜ 

ƳŀƴǳŦŀŎǘǳǊƛƴƎ ǎŜŎǘƻǊΦ LƴŘƛŀƴ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ǎŜŎǘƻǊΩǎ Ŏƻƴtribution has increased from 16% to over 18% in 

ǘƘŜ Ǉŀǎǘ мл ȅŜŀǊǎ ōǳƻȅŜŘ ōȅ ƛƴƛǘƛŀǘƛǾŜǎ ƭƛƪŜ ǘƘŜ έaŀƪŜ Lƴ LƴŘƛŀέ ŀƴŘ ǎŜŎǘƻǊ ǎǇŜŎƛŦƛŎ ƛƴƛǘƛŀǘƛǾŜǎ ǘƻ ǾŀǊƛous 

manufacturing companies that aim to make India a global manufacturing destination. Similarly, the 

Government of India has also introduced Production Linked Incentives (PLI) scheme for large-scale 

electronics manufacturing. The scheme proposes production-linked incentive to boost domestic 

manufacturing and attract large investments in - Large Scale Electronics Manufacturing (mobile phones and 



19 
 

specified electronic components), IT Hardware (Laptops, Tablets PCs and Servers) and White Goods (Air 

Conditioners and LED Lighting) including Assembly, Testing, Marking and Packaging (ATMP) units. 

The pandemic has also created unique growth opportunity for India. Supply chain disruption during the 

pandemic has forced many countries and organization to re-think on their sourcing strategy and reducing 

dependency on one country for the entire supplies. These large companies are now looking for alternate 

low-cost manufacturing locations in South East Asia and South Asia and India is emerged as one of the 

sought after investment destinations for many of these organization. As there would be re-alignment of 

global supply chain in the coming years, India is likely to benefit immensely from these strategic decisions 

and likely to become a manufacturing powerhouse in the coming years. Favourable business environment, 

ƭƛōŜǊŀƭ C5L ƴƻǊƳǎΣ Ŏƻƴǎǘŀƴǘƭȅ ƛƳǇǊƻǾƛƴƎ Ψ9ŀǎŜ ƻŦ 5ƻƛƴƎ .ǳǎƛƴŜǎǎΩ ǊŀƴƪƛƴƎǎΣ ŜƴƻǊƳƻǳǎ ŎƻƴǎǳƳŜǊ ōŀǎŜ ŀƴŘ 

rapidly improving digital infrastructure are some of the key factors that will drive investment in India in the 

coming years.  

E) South East Asia (SEA) 

For the first time in 20 years, due to the economic downturn, the poverty rate in South Eastern Asia is 

expected to increase. Trade and other sectors are experiencing a sharp decline in the region and likely to 

recover at a much slower rate due to recurring waves and imposition of multiple lockdowns. 

Chart 1.12: Real GDP and Real GDP Growth (Annual %age Change), South East Asia, Value in USD 

Trillion, Growth in %, CY2017-CY2025E 

 

Following the Covid-19 pandemic, South East Asia went through socioeconomic crises, with GDP falling by 

4.2 % in 2020. Declining tourism and businesses have caused sharp downturn in the overall economy of the 

region. Low material movements and lockdowns are affecting countries dependent on trade and tourism 

especially Singapore, Vietnam, Cambodia, Malaysia and Thailand. Also, reduced remittance has negatively 
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impacting the economic growth of countries such as Philippines and Taiwan. According to the recent 

International Monetary Fund projections, GDP per capita in the region will stand at 4.5, 5.8 and 5.4 % in 

2021, 2022 and 2023. Although the outlook is shadowed by uncertainty, three major elements have shaped 

Southeast Asia's experience with the crisis thus far and will be critical in the following years (a) Controlling 

the virus through vaccine drives (b) Role of international trade (c) Responsiveness of the macroeconomic 

policy. 

With the US China trade war and the economies are now gradually recovering from the impact of COVID-19, 

the focus of global growth is shifting towards South East Asia. With a rapid growth in urbanization and 

industrialization, high proportion of young population, digitization, and growing access to education and 

employment, South East Asia is set to emerge as one of the manufacturing hotspots in the coming years. 

Private Final Consumption Expenditure and Average Disposable Income Levels 

A. Private Final Consumption Expenditure 

Private Final Consumption Expenditure (PFCE) which reflects the demand in an economy includes all goods 

and services that are acquired by a household for private consumption. Major category of items covered 

under PFCE include food, clothing & footwear, gross rent, fuel, power, furniture, furnishings, appliances & 

services, medical care & health services, transport and communication, recreation, education & cultural 

services and miscellaneous goods & services. With rise in per capita income and positive economic 

sentiment, customers are able to spend more on goods and services. 

Chart 1.13: Private Final Consumption Expenditure and Inflation of key countries, current USD, in 

%, Global CY2020 
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Despite unprecedented global shutdowns, the economy has recovered considerably faster and stronger 

than predicted. Following a brief rebound, experts expected waves of bankruptcies and eventual collapse, 

while in reality it was better than expected. Compared to global average of 1.9%, countries such as Europe 

and USA the inflation was at par and hence the spending was comparatively better than other regions. The 

United States of America is one of the biggest consumer markets in the world. Spending accounts for over 

ул҈ ƻŦ ŎƻǳƴǘǊȅΩǎ ŎƻƴǘǊƛōǳǘƛƻƴ ǘƻ ǘƘŜ D5tΦ  

Swelling urbanisation, rising economy and increasing affluence has led to rise of consumerism in South East 

Asia. Though the current situation looks dull, online purchase of physical goods has been gaining 

momentum. Unlocking of the economy to allow manufacturing, creation of new employment opportunities 

and improvement in per capita income levels especially across the Indian sub-continent will be critical in 

increasing the contribution of final consumption towards GDP. 

In 2020, consumer spending accounted for 58% of GDP growth. /ƘƛƴŀΩǎ ŜŎƻƴƻƳȅ ƘŀŘ ōŜŜƴ ŜȄǇŜǊƛŜƴŎƛƴƎ ŀ 

slow growth in nearly 30 years even before the COVID-19 pandemic started. Mass layoffs and recession 

were being witnessed across various sectors which negatively impacted consumption expenditure. 

However, Chinese consumers were more optimistic compared to other regions across the world since China 

was among the first to curb the COVID-19 virus while also regaining control of its economy and 

manufacturing capabilities 

B. Average Disposable Income Levels 

Chart 1.14: Average Disposable Income Levels, USD, Global CY2017 to CY2025E 

 

With the American consumer accounting for more than two-thirds of the economy, the personal 

consumption witnessed a sharp decline to 7.0% in 2020 amid widespread shutdowns triggered by the 

pandemic. Disposable personal income of the country also fell by 3.5 %. The situation is likely to rebound in 
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proportion to the recovery rate. Employment rates in the US have shown an upswing since May 2020 with 

2.5 million jobs being added in the month, followed by 4.8 million jobs in June and 1.8 million jobs in July. 

{ƛƳƛƭŀǊƭȅΣ LƴŘƛŀΩǎ ŘƛǎǇƻǎŀōƭŜ ƛƴŎƻƳŜ ǎƭǳƳǇŜŘ ǘƻ лΦу ǘƛƳŜǎ ƛƴ нлмф ŀƴŘ remained flat in 2020 as compared to 

2.3 times average growth in the previous few fiscals majorly  due to financial distress among households. 

Indian households are saving money and invested it in financial instruments in recent three to four months 

due to Covid-19 pandemic. The careful spending and reduced income are leading to lowering consumption. 

LƴŘƛŀƴ ƘƻǳǎŜƘƻƭŘǎΩ ǇŜǊǎƻƴŀƭ ŘƛǎǇƻǎŀōƭŜ ƛƴŎƻƳŜ ƎǊƻǿǘƘ ƛǎ ŀƭǊŜŀŘȅ ōŜŜƴ ƛƳǇŀŎǘŜŘ ƻǿƛƴg to weaker job 

creation trend and the automation overhang before the pandemic itself. The household saving rate in the 

European Union experienced highest year-over-year increase in the first quarter of 2020 and the households 

experienced their gross disposable income increase by 2.4 % year-on-year in the first quarter 2020. This 

trend is likely to continue and is estimated to increase by on an average in the second quarter of 2020. 

  



23 
 

CHAPTER 2 - GLOBAL ELECTRONICS INDUSTRY OVERVIEW 

Global Electronics Industry 

The global electronics industry has evolved tremendously over the last 60 years. Global demand for 

electronics industry is created by emerging and multiple disruptive technologies. The overall electronics 

market is inclusive of electronics products, electronics design, electronics components and electronics 

manufacturing services. Traditionally a strong growth market however, the market contracted by 3.4 % in in 

CY2020, owing mostly to decline in private expenditure triggered by the COVID-19 pandemic.  

The global Electronics industry has been valued at USD 2,288 billion in CY2020. As per Frost & Sullivan 

analysis, the industry is expected to grow at a CAGR of 5.2 % to reach USD 2,955 billion by CY2025. Some of 

the critical factors driving this growth are increasing disposable income, improved acceptability of audio and 

video broadcasting, higher internet penetration, inclination of the youth towards next gen technologies, 

emergence of e-commerce etc.    

Chart 2.1: Overall Electronics Industry, Global, Value in USD Billion, Growth in %, CY2017-

CY2025E 

 

Introduction to Electronics Manufacturing Services (EMS) Industry 

The global electronics manufacturing services market traditionally comprised of companies that 

manufacture electronic products, predominantly assembling components on Printed Circuit Boards (PCBs) 

and box builds for OEMs. Today OEMs are seeing more value from EMS companies, leading to involvement 

beyond just manufacturing services to product design and developments, testing, aftersales services, such 

as repair, remanufacturing, marketing, and product lifecycle management. 
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Evolution of EMS Industry 

The EMS market was established more than five decades ago to execute manufacturing designs from 

government, defence, and research institutions. As the years progressed, the EMS market grew to support 

the demand that exceeded manufacturing capacity of the OEMs. By mid 1990s, the advantages of EMS 

concept became extremely evident and OEMs started outsourcing PCB Assembly in large scale. By the end 

of 1990s and in early 2000s, several OEMs sold their assembly plants to the EMS players, aggressively 

striving for the market share. A wave of partnerships followed as the more cash-rich EMS companies started 

buying the existing plants and the smaller EMS companies to consolidate their position in the global market. 

The introduction of digital computers and their successive progress and the integration into the mainstream 

ǎƛƴŎŜ ǘƘŜ флΩǎ Ƙŀǎ ǇƭŀȅŜŘ ŀ Ŏƻƭƻǎǎŀƭ ǊƻƭŜ ƛƴ ǇƻǇǳƭŀǊƛȊƛƴƎ ǘƘŜ ŜƭŜŎǘǊƻƴƛŎǎ usage. Modern day electronic devices 

have long exceeded the capacities of their antecedents, becoming gradually more cost-effective, available, 

and diverse over past few decades. As the complexities linked with the component miniaturization and the 

electronic assembly continue to surge, so will the penetration of electronics manufacturing services (EMS) 

market in the years going ahead. EMS comprises a sequence of procedures for design, assembly, 

manufacturing, & testing of electronic components for the OEMs. 

Chart 2.2 Evolution of EMS Industry, 1980 to 2020 

 

As the technology advances, the size of the components and the circuits usually becomes smaller. With the 

demand for the novel features and products growing up in recent years, manufacturers are turning towards 

more state-of-the-art and sophisticated technical solutions to streamline their manufacturing processes. 

Electronics manufacturing is observing substantial traction in the adoption of the advanced robots, due to 
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their capability to perform tasks at enhanced precision levels. Artificial intelligence is another 

transformative technology in the EMS segment, primarily changing the way the machines function and 

interconnect. Partnerships, mergers, agreements, and other types of strategic initiatives are becoming more 

and more prevalent among the OEMs, EMS providers, ODMs, and stakeholders as they work to familiarize to 

the speedy transitions in the manufacturing space. 

Range of Services offered by EMS Companies Globally 

EMS companies are equipped to provide a gamut of services which includes design, assembly, 

manufacturing and testing of electronic components for the original equipment manufacturers. These 

companies can be contracted at different points in the manufacturing process. While large EMS companies 

have the capability to offer entire range of services starting from design, sourcing of components, assembly 

and testing (also known as ODM), smaller EMS companies offer primarily assembly and testing services. 

Chart 2.3 Range of Services offered by Electronic Manufacturing Service companies, Global, 2020 

 

Electronic manufacturing contains different levels of automation, depending on the capability of the 

company and the project they can deliver. Corporations that yield large runs of products typically employ 

heavily automated manufacturing.  Service providers who specialise in the small production or prototypes 

runs normally assemble Printed Circuit Boards manually to save time and cost involved in setting up the 

automated assembly equipment. Electronics manufacturing services differ by service provider, and any 

particular partner may provide any combination of the following: PCB assembly, cable assembly, electro 

mechanical assembly, contract design, testing, prototyping and aftermarket services. 

Design services: Design services incorporate numerous associated actions that occur after determining the 

customer's specifications or product requirements and before manufacturing or at the beginning of an 

assembly. The EMS Company initially provide the product concept describing the core objectives of the 

project and the initial specifications and the company is expected to do research by interviewing the 

product users, consulting the experts, and exploring the existing correlated products. After these two steps 
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take place, the product is then being developed, envisioned, and tested, and a sample is being sent to the 

customer for approval purpose. 

Prototyping: EMS providers build prototypes, which are the early samples prepared to test the product's 

concept, after the design phase. Prototyping make sure that the product will serve its proposed purpose 

after it is manufactured as a part of a bigger production run. Prototypes are frequently built with low-cost 

materials than those used in the manufacturing process. Prototyping may happen many times at several 

points in the design and the planning stages of a project. 

Testing services: Testing is an essential element of the production process since it protects against defects 

and errors. EMS companies should have strong test solutions in place so that they can consistently create 

high-quality products. EMS companies might provide one or further types of product testing after finishing a 

prototype or product run. Some of the key types of testing solutions include: 

Á Agency compliance testing - guarantees that the product meets the safety and the quality guideline 

of a certain agency's standards 

Á Analytical laboratory testing - helps in terms of quality control, research and development and 

failure investigation 

Á Automated optical inspection - uses a computer to analyse a Printed Circuit Board to find defects, 

including the broken traces, etching problems, excess solder or incorrect hole registration 

Á Electrical safety testing - is required for every product that uses electricity and helps to maintain 

the assembly's integrity 

Á Environmental testing - simulates a product's planned environment. It could vary the environment's 

temperature, humidity, & vibration to test the product's resistance 

Á Functional testing - simulates the assembly's usual function to test its complete operational 

features 

Á In-circuit testing - involves probing distinct components within the circuit to test their operation 

Á X-ray testing - uses non-destructive imaging technique to provide a detailed analysis of the 

assembly 

Manufacturing capabilities: Electronics manufacturing includes quite a few diverse types of electronic 

products and service providers should be capable of delivering the specified product as per design. 

Á Printed circuit boards (PCBs): are the flat boards that hold the electronic components. EMS 

providers populate the PCBs with components for the purpose of creating printed circuit 

assemblies, and may have the competency to work with some different types of boards. Printed 

Circuit Boards are expected to be very rigid and manufactured as a hard and inflexible board. 

 

EMS companies might also specialize in one of two different types of PCB technology: (i) Through 

hole technology (THT) encompasses mounting the components by inserting their leads through the 

holes drilled in board.  The leads after that are soldered into place on the reverse side of board. THT 

components are usually hand-soldered or wave soldered to a Printed Circuit Board in the 

production line. (ii) In Surface mount technology (SMT) the components are soldered to the top of 

the Printed Circuit Board. They are typically smaller and cheaper than the THT components. From 
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the manufacturing standpoint, existing pick-&-place equipment can mount the SMT components 

very quickly and precisely. 

Á Microelectronics: deals with the production of small semiconductor components that contains flip 

chip and chip on board devices. Flip chips are integrated circuits that connect to the external 

circuitry using the solder bumps deposited on the chip. They are frequently used in the mobile 

phones and other types of small electronics. Chip-on-board devices include bonding bare dies to 

Printed Circuit Boards. 

Á Optoelectronics: devices include sourcing, identifying, or controlling the light. EMS companies can 

bring together optical switches, fibre optic transmitter & receiver, and the laser modules. 

Á Radio frequency or wireless devices: are regularly used in the telecommunications and the data 

transfer applications. EMS providers can assemble RFID and other types of telecommunication and 

wireless technologies. 

Aftersales Service: Aftersales currently generates 7.1 % of the total EMS market revenue. The demand for 

repair and remanufacture is not high, as a majority of the electronics products, for instance mobile phones, 

tablets, computers, and laptops, do not create a demand for repair or remanufacturing activities. The end-

user mind-set is fixed on replacement rather than repair, and hence, the overall demand for this service is 

low. Only high-value electronics with warranty will the create necessity for repair and remanufacturing, for 

instance telecom or certain products in the aerospace and industrial sectors. 

Global Electronics Manufacturing Services (EMS) Industry and Outlook 

Chart 2.4 Electronics Manufacturing Services (EMS) Industry, Global, Value in USD Billion, 

CY2017-CY2025E 

 

The global EMS market was estimated at USD 804 Billion in 2020, and is expected to reach USD 1,002 Billion 

in 2025 at a growth rate of 4.5 %. The global EMS market witnessed a period of steady growth till 2018, 

riding on the wave of increased outsourcing activities from OEMs and increasing electronics content. 
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However, in 2019, the opportunities started stagnating due to multitude of factors. Firstly, decline of global 

automotive sales and saturation of consumer electronic sales. Secondly, supply chain restriction due to 

heightened trade tensions between US and China. 

While the industry was still coming in terms with these shocks, a bigger blow was waiting for the industry in 

the form of Covid-19 pandemic. The pandemic-induced lockdown produced an even more complicated 

environment for the industry affecting demand, supply, and manufacturing activities. Despite growing 

demand in the Q4, EMS industry recorded a 3.4 % decline in 2020. Impact on the industry was expected to 

be higher, however certain factors worked in favour of the industry. These are ς a. the pent-up demand 

created by the need for life-sustaining medical devices; b. the work-from-home economy, which created 

demand for smartphones, tablets, and laptops; and c. the push for climate change, which created demand 

for Digitalization or Digital softwares/products/solutions that can track, monitor, measure and verify 

sustainability initiatives. 

Moving ahead, the EMS industry is anticipated to grow rapidly over the following years, surpassing pre-

COVID-19 revenue level by 2021 or 2022. According to Frost & Sullivan analysis, the EMS market will face 

challenges with supply chain in 2021, which will have a medium restraining effect. The issue is expected to 

be resolved by the end of 2021 through various measures including part localization. Additionally, as the 

electronics content increases, the demand for electronic components will increase in future which will drive 

the EMS market. EMS providers are increasing their focus on the design aspects which would also add into 

their revenue stream going ahead. According to market participants, technological expertise would add to 

the competitive advantage of EMS providers and will increase their revenue opportunities. 

Global EMS Market Break-up by Contract Manufacturing (CM) and Original Design 

Manufacturing (ODM) 

Chart 2.5 EMS Market break-up by CM and ODM, Global, Value in USD Billion, CY2017-CY2025E 
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The global EMS market is defining the force in production of the electronics products and now accounts a 

very large portion of the electronics market. While outsourcing increased rapidly in 2019, it remains the 

most anticipated manufacturing model for the assembly of advanced electronics products accessible to 

OEM companies. The EMS market was valued at USD 804 billion in 2020, is split by Contract manufacturing 

which enjoys the majority share in the year 2020 valued at USD 724 billion in 2020 and expected to grow to 

a value of USD 870 billion in 2025; ODM has a market share of around 10%, is worth USD 80 billion, and is 

expected to grow to 13%, worth USD 131 billion, by 2025. 

Global EMS Market Break-up by Select Countries 

APAC is undoubtedly the largest revenue contributor and high growth region due to operational cost 

benefits, availability of a large number of highly skilled personnel, infrastructure, logistical advantages, and 

proximity to the largest end-user base across all end-user verticals. On-going digitalization, IoT, and 

ǳǊōŀƴƛȊŀǘƛƻƴ ŀǊŜ ǎƻƳŜ aŜƎŀ ¢ǊŜƴŘǎ ǘƘŀǘ ǿƛƭƭ ŘǊƛǾŜ ǘƘŜ ǊŜƎƛƻƴΩǎ ƎǊƻǿǘƘ ǇǊƻǎǇŜŎǘǎ. China leads the global 

EMS business with almost 46% share. Its dominance in the global market is attributed to a blend of cost 

effectiveness and technological leadership in electronics manufacturing. It is a high growth region due to 

operational cost benefits, availability of a large number of highly skilled personnel, infrastructure, logistical 

advantages, and proximity to the largest end-user base across all end-user verticals.  

Chart 2.6 EMS Market break-up by select countries, Global, Value in USD Billion, in %, CY2020 

 

North America is a leader in adopting next-generation technologies and devices. For instance, USA is one of 

the first countries to start commercialization of 5G. On the devices front, the demand for IoT based devices 

is expected to accelerate at CAGR of 15.0 % till 2025. In the next five years, demand for EMS will be driven 

by a rise in electronic device demand, a well-established EMS infrastructure, and evolving government 

ǇƻƭƛŎƛŜǎ ǘƘŀǘ ŜƴŎƻǳǊŀƎŜ ƭƻŎŀƭ ǇǊƻŘǳŎǘƛƻƴΦ [ƛƴƪƛƴƎ ǘƘŜ ǊŜƎƛƻƴΩǎ ǉǳŀƴǘǳƳ ƻŦ wϧ5 ŀŎǘƛǾƛǘƛŜǎ to the total 

available market, EMS providers can expect good growth opportunities from product development if EMS 

providers can solve scalability and time-to-develop challenges. 

Advanced technologies provide huge market potential for European EMS providers. Manufacturers in the 

region are expected to aggressively adopt Smart Factory capabilities to compete on price and secure more 
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contracts. Also, the EMS providers in the region are looking to diversify the portfolio of end-user verticals to 

create sustainable growth opportunities. Currently, some EMS firms in the region that rely heavily on the 

automotive or aerospace and defence (A&D) verticals were significantly impacted in 2020 due to economic 

slowdown. From a growth perspective, the presence of leading network equipment OEMs, emerging 

medical device start-ups, regulations forcing auto OEMs to shift to EVs, reshoring, and upgrading of 

manufacturing facilities will improve growth prospects for EMS companies in the region.  

In India, there is a strong government push to broaden the operations and revenue from the electronics 

industry. In 2019, India launched several schemes, including EMC 2.0, under National Policy on Electronics 

(NPE) to improve the infrastructure of electronics manufacturing and provides incentives to produce more 

goods that drive EMS in India. PLI scheme offers various incentives to promote the EMS industry and pushes 

companies to rethink their local supply chain and aim for export-led growth. An EMS corridor is being set up 

in southern state of Tamil Nadu at Chennai. EMC Smart City investment in Greater Noida is proposed at an 

investment of USD 162.7 million. Companies such as Jabil, Dixon, Flextronics, SFO, Elin, Rangsons, Kaynes, 

and Centum have invested in production capacities backed by Make in India policy initiatives. 

Chart 2.7 EMS Market break-up by select countries, Global, Value in USD Billion, CY2017-CY2025E 

 

Post Covid-19 pandemic, many global electronics manufacturers are contemplating on China + 1 strategy 

and looking for alternate manufacturing locations for exports business. This is creating tremendous 

investment potential for countries like Vietnam, India, and Philippines etc. North American EMS providers 

are in the process of reducing the revenue opportunity from China. For instance SMTC, an American EMS 

provider, closed its production facility in China in 2019 and relocated its assets to its North American plants. 

Similarly, Jabil, a large North American EMS provider, has started experiencing a decline in revenue from 

China, but drastic increase in the revenue from other SE Asian countries, indicating a strategic shift to 

reduce the impact of US-China trade tariffs, while aiming to improve the cost margin. Plexus, one of the 

leading EMS providers, also recently announced commissioning of a new plant in Thailand. In Frost & 

{ǳƭƭƛǾŀƴΩǎ ƛƴǘŜǊŀŎǘƛƻƴ ǿƛǘƘ industry experts in SE Asian countries, the participant acknowledged the 
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increased interest among large EMS providers to relocate from China. There are country-level investor 

programs initiated by governments, such as the Philippines, Vietnam, and Thailand, to capitalize on the 

situation and evolve into the next EMS manufacturing hubs of the region. Asian countries like China, India, 

and Japan will further strengthen their shares in the global electronics market over the coming years. 

Requirement for low cost manufacturing within closer proximity of the end market will be the driving factor. 

Global EMS Market Break-up by End-user Applications 

Chart 2.8 EMS Market break-up by Industry Applications, Global, Value in USD Billion, CY2020 

 

Computers and information technology (IT) and consumer electronics and appliances (CE&A) account for 

roughly 36% of the market in terms of value in 2020. The work-from-home trend boosted sales of 

computers, IT, and other hardware products during this time period. Consumer electronics and appliances, 

which have the second largest market share, have had a consistent performance in the last few years, which 

has been aided by growth in advanced economies and developing countries. Though the segment was 

impacted due to the COVID-19 pandemic, EMS manufacturers have also profited from rising consumer 

spending and technological improvements. Rising demand for smart solutions is expected to fuel future 

growth. Furthermore, OEM and EMS manufacturers are progressively supplying both premium and mid-

range appliances in order to meet the growing demand for both product categories and increase revenue. 

The Telecom vertical includes servers, routers, base-station transceivers and transmitters, and other 

telecom devices. 5G technology commercialization is one of the major factors contributing to the growth of 

the EMS market from this vertical. EMS companies provide end-to-end services, including design, 

prototyping, testing, and supply chain management. 

Automotive is one of the key growth opportunity verticals for EMS providers in the next 5 years, due to the 

technology transformation currently underway with autonomous car development and electric car 

commercialization activities. Moreover, the rapidly growing electronics content will accelerate the growth 
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of EMS revenue from this vertical.  Medical device electronic manufacturing services are a key revenue 

opportunity in the other segment. Though the Covid-19 pandemic has created a surge in demand for EMS in 

this vertical, it is important to carefully assess the demand level for the mid and long terms. 

Chart 2.9 EMS Market break-up by Industry Applications, Global, Value in USD Billion, CY2017-

CY2025E 

 

Drivers and Challenges for the growth of Global EMS industry 

Key Drivers for the growth of Global EMS industry 

Á Technological advancements and acceptance of smart home devices 

Á Greater Emphasis on Vehicle Electrification 

Á Technological upgrade of facilities 

Á Product development activities 

Á COVID-19 induced pent-up demand 

Technological advancements: The development of new manufacturing technologies and the emerging 

end-use sectors, such as the Internet of Things, are expected to boost demand for the EMS industry. Major 

manufacturers are strengthening their R&D investment in order to differentiate their products and attract 

new end-use applications. The rising popularity of smart home devices in developed nations such as the 

United States and European countries raises very high expectations for EMS companies. In the United 

States, companies provide electronic manufacturing services that include developing optoelectronics, radio 

frequency and wireless devices, and microelectronics devices for the rapidly growing smart home sector. 
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Key market participants are focusing on increasing production volumes by combining cloud computing, 

artificial intelligence, big data analysis, and 3D printing to produce connected devices for smart homes. 

Greater emphasis on Vehicle electrification: The Electric Vehicle market will be the most lucrative in 

the automotive industry over the next decade. With an ever-increasing electronic content in each car, 

energy-related modules and sub-assemblies, as well as charging infrastructure, which requires an overall 

ecosystem; it is a paving out major potential for EMS firms to enter this fast developing industry and serve 

the leading EV manufacturers. Across the world, incentives are provided by the respective government to 

encourage people to purchase electric vehicles. For instance grants are highly popular in the United 

Kingdom, China, the United States, Germany, and even Norway, among other places, in order to reduce air 

pollution and promote a more sustainable way of life. As the number and complexity of PCBAs in electric 

vehicles are significantly higher than in typical ICE vehicles, this growth represents a huge potential for EMS 

businesses to offer electronic manufacturing and mass production services to automakers.  

Technological upgrade of facilities: EMS companies are investing in the technological up gradation of 

their facilities by adopting digitization and industry 4.0 concepts. This will improve productivity and capacity, 

thus acquiring the capability to get more contracts. A majority of the market participants are progressing in 

this direction; hence, this factor will evolve into a significant driver in the mid to long-term. 

Product development activities: The dependence created by electronics in product development 

activities across all verticals will turn out to be a significant driver for EMS, especially in consumer 

electronics and automotive segments, where new devices and systems are being developed. As the 

electronic content increases, the volume of manufacturing will increase, driving the market.  

COVID-19 induced pent-up demand for medical devices: has currently increased the requirement for 

EMS services. This will subdue in the mid to long-term once inventory is created. Also, major medical device 

manufacturers are very keen to design & manufacture smaller and smarter medical devices that integrate 

new technologies like IoT and other electronics-embedded features. Furthermore, the growing demand for 

the wearable and the smart medical devices is pushing the need for smaller, flexible, and light-weight 

products in the healthcare business.  

Challenges / market restraints hindering the growth of Global EMS industry 

Á Presence of market participants is high 

Á Shrinking operating margin 

Á Complex structure and delay in supply chain 

Á Shortened product lifecycles and uncertain demand 

Á Regulations and Violations of IP 

Presence of market participants is high: The existence of a high number of market participants in all 

areas results in competitive pricing, which reduces market revenue potential. Despite the fact that the 
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market is seeing a number of mergers and acquisitions, Frost & Sullivan does not foresee a substantial 

beneficial impact. 

Shrinking operating margin: A majority of the market participants face challenges with respect to the 

operating margin. In the EMS industry, profit margins are relatively low. As component prices are on an 

average, key focus lies on the labour costs. A low operating margin is viewed as an impediment to growth, 

considering the impact it can create on expansion plans. Currently, this is viewed as a significant restraining 

factor for the market. However, in the long term, as overall demand increases, market participants will be 

able to expand through technological investments. Thus, the impact will lower in the mid to long terms.  

Complex structure and delay in supply chain: Manufacturing businesses must adhere to global 

standards since they rely on a wide range of suppliers, both local and international. The operational 

constraints are compliance with rigorous government and industry regulations, as well as the concern of 

traceability. It is fairly uncommon for a product's components to traverse across several continents before 

reaching the market. Supply chain delays causing shortage of components are likely to impact the revenue 

in the short term. Overall, the impact of transformation is very low in the mid and long terms. 

Shortened product lifecycles and uncertain demand: Customer preferences and interests continue to 

evolve at a breakneck pace. An active new product launch procedure is required for EMS companies. To 

launch the items on schedule while fulfilling quality and volume objectives, a collaborative effort across 

difference sections is required. Production is always based on the customer demand, which can be both 

unstable and cyclic. The industrial sector should be able to handle the rise in demand if it reaches 

exceptional heights. If demand falls, companies must have a strategy in place for the idle raw materials or 

machinery.  

Regulations and Violations of IP: Local stringent laws and trade pricing are having an influence on the 

EMS sector, driving OEMs to build in-house manufacturing capabilities. In addition, an increasing number of 

cases on infringement of intellectual property rights are posing a serious threat to EMS companies. 

Government incentives and Programs to support Electronics Industry by Select Countries 

Across nations, there is a strong government push to broaden the operations and revenue from the 

electronics industry. 

India: The government of India has been proactively building a base for electronics 

manufacturing in India and it has launched numerous incentive schemes, which have 

allowed manufacturing growth, reduced dependence on the imports, and promoted the 

exports. The GOI has launched numerous policies over the last few years to increase the 

innovation, protect the intellectual property, and develop the best-in-class electronics manufacturing set-up 

to build a favourable environment and invite the investment in the electronics hardware manufacturing. 

LƴŘƛŀΩǎ ǇǊƻŘǳŎǘƛƻƴ ƻŦ ŜƭŜŎǘǊƻƴƛŎǎ Ƙŀǎ ƳƻǊŜ ǘƘŀƴ ŘƻǳōƭŜŘ ƛƴ ǘƘŜ Ǉŀǎǘ ŦƛǾŜ ȅŜŀǊǎ ƛƴ ōŜǘǿŜŜƴ ǘƘŜ ǘƛƳŜ ǇŜǊƛƻŘ 

2015 to 2020 depending on such favourable incentive schemes. Some of the key schemes/ policies include: 

Product Linked Incentive (PLI) Scheme, Scheme for Promotion of Manufacturing of Electronic Components 

and Semiconductors (SPECS), Modified Electronics Manufacturing Clusters Scheme (EMC 2.0), Merchandise 

Exports from India Scheme (MEIS). 
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Chart 2.10 Key government incentives, policy / schemes and programs by select countries, 

Global, 2020 

 

China: The Chinese economy is locally driven and has grown rapidly in recent years as a 

result of rapid expansion of its consumer market, deep localization of supply chains, and a 

strong emphasis on local innovation. As a result, China's revelation to the rest of the 

world in terms of people, technology, and capital has decreased. As a result of COVID-19, 

a number of foreign government leaders have called for reshoring of supply chains. Hence, a number of 

initiatives and policies recently launched by the Chinese government highlight the importance of attracting 

international companies to conduct business and invest in the country. In April, 2020, the Ministry of 

/ƻƳƳŜǊŎŜ ƛǎǎǳŜŘ ǘƘŜ Ψ/ƛǊŎǳƭŀǊ ƻƴ CǳǊǘƘŜǊ 9ȄǇŀƴŘƛƴƎ wŜŦƻǊƳ ϧ hǇŜƴƛƴƎ ǳǇ ǘƻ {ǘŀōƛƭƛȊŜ LƴǘŜǊƴŀǘƛƻƴŀƭ 

Investment,' which includes 24 various steps to encourage foreign investment into China. 

At the 2020 Nŀǘƛƻƴŀƭ tŜƻǇƭŜΩǎ /ƻƴƎǊŜǎǎΣ ǘƘŜ /ƘƛƴŜǎŜ /ƻƳƳǳƴƛǎǘ tŀǊǘȅ ŀƴƴƻǳƴŎŜŘ ǘƘŀǘ ŀƭƻƴƎ ǿƛǘƘ ŘƻǳōƭƛƴƎ 

down on its China Standards 2035 and Made in China 2025 initiatives, it is also going to spend roughly USD 

1.4 trillion on the digital infrastructure public spending initiative. The new structure includes seven crucial 

areas: Industrial internet, 5G networks, inter-city transportation & railway system, Artificial Intelligence, 

data centres, ultra-high voltage power transmission, and new-energy vehicle charging station. Originally 

pushed as a way-out for China to attain the domain independence and speed up its industrial up gradation, 

the new infrastructure plan has transformed into a very long-term nationwide economic strategy. 

United States of America: The United States Congress enacted the yearly policy law as 

part of the National Defence Authorization Act of 2021 (NDAA) in January 2021, and it has 

made a strategic move toward Onshore Electronics Manufacturing. The national defence 

bill encourages the establishment and expansion of cutting-edge foundries. The provisions 

authorise financial incentives for the construction or modernization of semiconductor fabrication, assembly, 

testing, advanced packaging, or advanced research and development facilities. 

In addition to financial incentives, the NDAA authorises microelectronics-related R&D, the development of a 

άǇǊƻǾŀōƭȅ ǎŜŎǳǊŜέ ƳƛŎǊƻŜƭŜŎǘǊƻƴƛŎǎ ǎǳǇǇƭȅ ŎƘŀƛƴΣ ǘƘŜ ŜǎǘŀōƭƛǎƘƳŜƴǘ ƻŦ ŀ bŀǘƛƻƴŀƭ {ŜƳƛŎƻƴŘǳŎǘƻǊ wŜǎŜŀǊŎƘ 
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Technology Centre to assist in the transition of new technology into industrial facilities, and the formation of 

committees to develop strategies for increasing cutting-edge capacity. It also gives the go-ahead for 

quantum computing and artificial intelligence programs. 

Europe: Industry 4.0 Policies in the European Union is a significant trend in the region, 

and the European Commission sees the introduction of Industry 4.0 as an opportunity to 

boost productivity and re-shore industrial operations. Recognizing the obstacles that the 

European Union has in fully leveraging Industry 4.0, the European Commission has 

advocated for bold industrial policy initiatives. The two most relevant policy strategies are the Digital Single 

Market Strategy for Europe (2015) and a renewed EU Industrial Policy Strategy (2017). 

Vietnam: ±ƛŜǘƴŀƳΩǎ ŜƭŜŎǘǊƻƴƛŎǎ ƛƴŘǳǎǘǊȅ ƛǎ ƻƴŜ ƻŦ ǘƘŜ ŦŀǎǘŜǎǘ-growing and the most vital 

industries in Vietnam. Largely dominated by the multinational companies, electronics 

ƛƴŘǳǎǘǊȅ Ƙŀǎ ŎƻƴǎƛŘŜǊŀōƭȅ ōƻƻǎǘŜŘ ŎƻǳƴǘǊȅΩǎ ǘǊŀŘŜ ǾƻƭǳƳŜ ŀƴŘ ŎƻƴǘǊƛōǳǘŜŘ ǘƻ ǘƘŜ 

ViŜǘƴŀƳΩǎ D5t ƛƴ ǘƘŜ ǇǊŜŎŜŘƛƴƎ ŘŜŎŀŘŜΦ ²ƛǘƘ ŜǾƻƭǾƛƴƎ ƻǇǇƻǊǘǳƴƛǘƛŜǎ ōŜŎŀǳǎŜ ƻŦ ǘǊŀŘŜ 

liberalization, labour quality enhancement, corporate tax discount and the government restructurings, 

Vietnam has become one of the most favourable alternatives for the foreign investors who are considering 

relocating their electronics industry investment in Asia Pacific. 

 Thailand: In the perspective of the 4th Industrial Revolution, the Royal Thai 

!ŘƳƛƴƛǎǘǊŀǘƛƻƴ Ƙŀǎ ƭŀǳƴŎƘŜŘ ά¢ƘŀƛƭŀƴŘ пΦлέ ǎǘǊŀǘŜƎȅ ƛƴ ǘƘŜ ȅŜŀǊ нлмсΣ classifying the 

Electrical & Electronics industry as the strategic sector within its industrial advancement 

and human capital growth plans. This capacity growth plan is expected to boost the industry going ahead for 

Thailand. 

 Indonesia: The Indonesian government has selected electronics as one of the six 

manufacturing priorities with the Presidential Decree on the National Industrial Policy, 

which offers a road map of industrial development and long-standing development goals. 

It has set a long-term industrial development vision for Indonesia to be a strong industrialized nation by 

2025. The Ministry of Industry has taken a two-pronged approach to set the Policy into effect. The first is a 

top-down strategy, with the central government planning to establish 35 key industrial clusters, which will 

be followed by municipal and regional participation. The second is a bottom-up approach that involves 

identifying local industries that will become core competences in each region, followed by the 

establishment of province, regency, or municipal excellence industries. 

 Singapore: The country has a robust electronics industry that accounts for a quarter of 

the country's manufacturing GDP. With the Electronics Industry Transformation Map 

(ITM), the Singapore government has outlined plans to improve the electronics industry, 

with the goal of increasing the electronics sector to SGD 22.2 billion. The plan aims to 

transform the current installed base of companies through productivity, automation, and upgrading the 

manufacturing product mix. 
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The Geopolitical Situation and its Impact  

Geo political situation, Global, 2020 

Á US China Trade War 

Á Rising labour cost in China 

Á Threat on EMS industry in China 

Á Covid-19 driven disruption in supply chain 

Á Impact of Global Chip Shortage on EMS industry 

US-China Trade War: Since early 2017, the Trump government began making threats of tariffs on the 

Chinese imports.  In the month of March 2018, the US Government endorsed its first of three rounds of 

tariffs which ultimately covered a varied range of Chinese exports comprising many manufactured by the 

ŎƻǳƴǘǊȅΩǎ пΣрллҌ 9a{ ŎƻƳǇŀƴƛŜǎΦ ¢ƘŜ imports were transferred to other countries due to the trade war 

between these 2 major economies. Asian countries especially India, Vietnam and Indonesia, are likely to 

benefit more than the rest of the world due to lower wages and their geographical proximity to China. 

Vietnam has benefitted the most, with 7.9 % of its 2019 GDP coming from import substitutions by the 

United States and China. Electronics manufacturers are preparing to shift more production to SEA. 

Rising labour cost in China: The aspiration level of Chinese workers has increased and they are focusing 

on high-tech jobs, leaving gaps in the low end of manufacturing value chain. This has led to scarcity of the 

labour and a higher cost due to lack of availability of the manpower. The average cost of manufacturing 

labour per day is USD 6.2 in India and USD 28.2 in China, which make manufacturers to move out of China. 

Threat on EMS industry in China: Over the past few years, China has realized its stake of challenges, and 

ǿƘŀǘ ǎƻƳŜ ƛƴŘƛǾƛŘǳŀƭǎ ǊŜŎƻƎƴƛȊŜ ŀǎ ǘƘŜ ǇƻǘŜƴǘƛŀƭ ǘƘǊŜŀǘǎ ǘƻ /ƘƛƴŀΩǎ ŎǳǊǊŜƴǘ Ǉƻǎƛǘƛƻƴ ŀǎ ǘƘŜ ǿƻǊƭŘΩǎ ōƛƎƎest 

EMS host country. Trade tensions, allegations of currency manipulation, and a resurrection of economic 

patriotism in the US, UK and some other western nations have all formed a new level of emphasis and 

ǎŎǊǳǘƛƴȅ ƻƴ ǘƘŜ /ƘƛƴŀΩǎ 9a{ ōǳǎƛƴŜǎǎΦ   On top of these challenging concerns, none of which have been fully 

resolved, the Covid-19 pandemic has caused major supply disruptions around the world. All of the above 

issues have been exacerbated by allegations and blame games, resulting in a perfect storm for China's EMS 

industry. OEMs' need to diversify their supply chain to reduce risk has fuelled the expansion of the EMS 

industry in countries like Vietnam and Mexico. At present, China is the world's largest EMS destination, and 

this is likely to change in the coming decade.  

Covid-19 driven disruption in supply chain: The COVID-19 pandemic has disrupted the manufacturing 

supply chain and curtailed the commodity demand across the world. Although manufacturing of electronic 

products are boosted through various government initiatives and policies, most countries are heavily 

dependent on China for supply of raw materials, components and accessories. Such high dependency on 

imports with some critical components being produced in China is expected to have significant impact in the 

future if there is reoccurrence of any similar outbreak. Hence, OEMs across the world are also planning to 

ǎƻǳǊŎŜ ŎƻƳǇƻƴŜƴǘǎ ŦǊƻƳ ŎƻǳƴǘǊƛŜǎ ƻǘƘŜǊ ǘƘŀƴ /Ƙƛƴŀ ŦƻƭƭƻǿƛƴƎ ǘƘŜ Ψ/Ƙƛƴŀ Ҍ мΩ ǎǘǊŀǘŜƎȅ. 
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Impact of Global Chip Shortage on EMS industry: The global chip supply shortage has intensified in 

2021 after the COVID-19 pandemic, as major companies across industries have failed to meet the rising 

demand for electronic goods and components. Supply chain disruption due to pandemic, rising demand for 

electronic products as more people work from home, and a lack of investment in chip production capacity 

have all contributed to the global chip shortage. As a result, the prices of household appliances and 

electronics have increased. The supply of finished electronic products and components necessary for local 

manufacturing has been delayed due to prolonged congestion at Chinese ports and a lack of containers. 

Analysts predict the chip shortage may not end until 2022, since supply delays caused by current COVID 

limitations are expected to last at least a year. 

Next in the EMS Industry Post COVID-19 

In the next 4 to 5 years, major Asian economies such as India, Vietnam, and Thailand, as well as a significant 

number of low-cost Asian nations such as Laos, Myanmar, Cambodia, and Bangladesh, will witness increased 

investment in their budding tech manufacturing businesses. Much of this investment is estimated to be 

based on the total size of current labour force, along with growth rates of the labour force and the 

increasing local consumer marketplaces. EMS & ODM companies from Foxconn to Flex truly understand that 

these big investments in the new manufacturing centres most often take 15 years or even more before they 

actually become a competitive force at a meaningful scale. 

Entry ǘƻ /ƘƛƴŀΩǎ 9a{ ƛƴŘǳǎǘǊƛŀƭ ǳƴƛǘ ƛǎ ŜȄǇŜŎǘŜŘ ǘƻ ōŜŎƻƳŜ ŀ ōƛǘ ƭŜǎǎ ŜȄǇƻǎŜŘ ǘƻ ǘƘŜ ƛƴǘŜǊƴŀǘƛƻƴŀƭ ǾƛǎƛǘƻǊǎΣ ŀǎ 

restrictions are put on the total number of visitors, and the access controls including the health checks and 

the travel questionnaires for the visitors become much more widely adopted. As the world emerges from 

the current pandemic, it is going to become more and more important for the OEMs and the Brand Owners 

to have some sort of in-country sustenance for their offshore production and supply chain undertakings 

across entire Asia. 

! ǎǳōǎǘŀƴǘƛŀƭ ǿŀǾŜ ƻŦ ŎƻƴǎƻƭƛŘŀǘƛƻƴ ƛǎ Ƴƻǎǘ ƭƛƪŜƭȅ ǘƻ ƘŀǇǇŜƴ ŀƳƻƴƎ ǘƘŜ /ƘƛƴŀΩǎ ǎƳŀƭƭŜǊ 9a{ ŦƛǊƳǎΣ ǿƘƛŎƘ 

number is well over 4,000. For few of these businesses, who most often persist on the business of just a 

handful of important customers, the loss of even one single western client could leave no other options 

other than consolidation. This very long outstanding process will certainly serve to reinforce the complete 

EMS industry in China as the weakest players get shaken out of business. A new kind of mid-sized, China 

only EMS providers are expected find their wings and grow outside of China to contest with the larger multi-

national EMS providers from the US and Taiwan.  
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CHAPTER 3 - INDIAN ELECTRONICS INDUSTRY OVERVIEW 

India Macroeconomic Outlook 

A. India Real GDP 

India's Real GDP grew steadily till FY17, following the economic downturn of FY13. The growth was robust 

and fundamentals were strong. However, the growth started slowing down since FY18 and touched a record 

low of 4.0% in FY20. While multiple reasons are attributed to this decline, eminent economic experts have 

cited Demonetisation and GST implementation are the key reasons for this moderation in growth. Along 

with this, the economy was already struggling with massive bad loans in the banking system during this 

tenure. While the fundamentals were already week, the economy received a huge jolt from Covid-19 

pandemic in the beginning of FY21. The government's efforts to curb the spread of the Covid-19 pandemic 

have had an impact on the economic activity. To address the crisis created by the pandemic, the 

government had proposed a slew of policy initiatives, from providing daily food supplies to delaying various 

compliance and tax reporting deadlines. 

Chart 3.1: Annual Real GDP and Real GDP growth (Annual Percentage Change), Value in INR 

Trillion, Growth in %, , India, FY18-FY26E 

 

During the first wave (March 2020 onwards), the Indian government had to enforce a four-phase 

countrywide lockdown till May 2020 in order to curb the spread of this deadly virus. Since then, the 

recovery has been slow, which has caused many job losses and a decline in economic activity that has 

harmed the spending power of the majority of middle class people. However, India's recovery was robust in 

the succeeding months, since the country's economic trajectory had been on the rise. Many industries, 

including technology, pharmaceuticals, and healthcare, have experienced unprecedented growth. However, 
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segments such as travel and tourism, as well as wellness and hospitality, have declined to record lows, and 

the situation has improved subsequently. 

Similar to FY21, FY22 also started on a sour note as the second wave of the deadly pandemic swept across 

the country. The duration of the second wave was shorter but the impact was much severe and the country 

had to experience huge loss of human lives during the month of April and May earlier this year. However, 

the economy showed extreme resilience and recorded 20.1 % growth in April ς June quarter of this financial 

year. The economy has been witnessing positive sentiments across the sectors and the stock market indices 

ŀǊŜ ǘƻǳŎƘƛƴƎ ƴŜǿ ƘŜƛƎƘǘǎ ŜǾŜǊȅ ŘŀȅΦ LƴŘƛŀΩǎ ŜƭŜŎǘǊƛŎƛǘȅ ŘŜƳŀƴŘ Ƙŀǎ ǊŜŀŎƘŜŘ ǘƻ ǇǊŜ-pandemic level due to 

heightened activities in the manufacturing sector.  

FY22 outlook is strong and the Indian economy is expected to register 9.5 % growth in this financial year. 

Govt. has taken slew of measures to bring the economy back into track. There is strong focus on growth of 

the domestic manufacturing sector through various policy initiatives such as Atmanirbhar Bharat, PLI 

schemes etc. These initiatives will help the economy to register stable growth of approximately 6.5 % in the 

medium term. 

Chart 3.2: Quarterly Real GDP and Real GDP growth (Quarterly Percentage Change), Value in INR 

Trillion, Growth in %, India, Q4FY18-Q1FY22 

 

B. Per Capita Income 

The per capita income is a broad indicator of prosperity of an economy. India's per capita income, calculated 

in correlation to Real GDP, was INR 99,694 during FY21 compared to INR 108,645 in FY20, an approximate 

8.2 % decrease. However, it is expected that the per capita income will increase by around 8.4 % during 

FY22 to touch INR 108,085. The effect is likely to be short term and as COVID-19 pandemic effects subside, 

the growth will continue at its pre-COVID 19 anticipated pace.  
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Chart 3.3: Per Capita Income and Growth (Annual Percentage Change), Value in INR, Growth in 

%, India, FY18-FY26E 

 

C. Consumer Price Index (CPI) and Inflation 

Chart 3.4: Consumer Price Index (CPI) and Annual Inflation Rate, Index in Number, Rate in %, 

India, FY18-FY26E 
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Inflation has been trending lower since FY19, which was a positive sign for the consumption economy since 

customers can then afford to purchase more products, providing the necessary fuel to the manufacturing 

sector. However, inflation rate has almost doubled in FY20 and likely to maintain at that level since FY22.  

Rising inflation has been emerged as a key macroeconomic concern in the recent months with prices of 

almost every commodity has touched new heights. Going forward, the trajectory of inflation will be 

governed by multiple factors such as global commodity prices, crude prices etc. As always, The RBI has to 

strike a balance between managing growth and inflation in the face of weak consumer demand. Once the 

market is completely open, consumer spending may move back to services, reducing demand for products 

and therefore relieving some inflationary pressure on the goods side. The inflation rate is likely to ease out 

in the near future and get stabled around 4 % CAGR in the medium term. 

 

D. Private Final Consumption Expenditure 

LƴŘƛŀΩǎ tǊƛǾŀǘŜ Cƛƴŀƭ /ƻƴǎǳƳǇǘƛƻƴ 9ȄǇŜƴŘƛture (PFCE) has declined by 9.1% in FY21. Consumption 

expenditure growth has been slowing through the last decade. The blow of Covid-19 pandemic has put it 

back on the time machine. FY21 PFCE was not only 9.1% lower than FY20; it was also 4.1 % lower than FY19. 

This shrinking of consumption expenditure had a direct impact on the intermediate industries that feed 

LƴŘƛŀΩǎ ŎƻƴǎǳƳǇǘƛƻƴ ŜƴƎƛƴŜΦ !ǎ ǘƘŜ ǘƘǊŜŀǘ ŀƴŘ ǳƴŎŜǊǘŀƛƴǘȅ ŀǊƻǳƴŘ /ƻǾƛŘ-19 has significantly declined in the 

last few months, consumer confidence is coming back and PFCE is expected to catch-up pre-COVID levels 

within this financial year. Post that, the PFCE is expected to stable at approximately 56 % in the medium 

term. 

Chart 3.5: Private Final Consumption Expenditure and Contribution to Real GDP, Value in INR 

Trillion, % of GDP, India, FY18-FY26E 
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E. Gross Value Added (GVA) at basic price by Economic Activity 

In the first three quarters of FY21, GVA estimates were substantially lower than the previous years. 

However, Indian GVA increased better than the advance forecast in the fourth quarter.  Consistent opening 

of the economy and updated receipts of GST data for the third and fourth quarters, have equally 

contributed to this increase. Manufacturing sector growth rebounded strongly and surged to 6.9 % in the 

fourth quarter of FY21, compared to a decline of 4.2 % a year ago, according to the latest estimates. 

Chart 3.6: Gross Value Added (GVA) at Basic Price by Economic Activity, Value in INR Trillion, 

FY15-FY21 

 

F. Index of Industrial Production 

Due to the pandemic, the investment activity was sluggish from March to May 2020. Project completions 

were delayed, and industrial activities remained muted during this period. Industrial output growth, 

returned to positive territory after a two-month period, owing mostly to the low-base impact and strong 

performances by the manufacturing, mining, and power sectors. The RBI has predicted that business 

confidence will improve in FY22. In Q4 FY21, the Business Assessment Index (BAI) increased to 113.1 from 

108.6 in the previous quarter.  

The manufacturing sector constitutes around 77 % of the IIP. Manufacturing businesses reported that 

output, order books, and employment have improved in the Q4 FY21. Availability of finance from banks, 

internal accruals and foreign sources has also improved during the quarter. There has been increase in the 

industrial activity since June 2021, which should ideally continue to gain momentum through FY22. The key 

indicators sustained their pace with further relaxation of lockdowns.  Furthermore, there are signs of 

increase in consumer activity on the ground, which is expected to gather pace with the impending festive 

season. 
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Chart 3.7: Index of Industrial Production based on Sector, Index in Nos., India, FY15-FY21 

 

G. Population 

Chart 3.8: Urban Vs Rural Population in India, number in million, in %, India, FY18-FY26E 

 

LƴŘƛŀ ƛǎ ǘƘŜ ǎŜŎƻƴŘ Ƴƻǎǘ ǇƻǇǳƭƻǳǎ ŎƻǳƴǘǊȅ ƛƴ ǘƘŜ ǿƻǊƭŘ ŀƴŘ ǘƘŜ ¦b ŜǎǘƛƳŀǘŜǎ ǘƘŀǘ LƴŘƛŀ ǿƛƭƭ ŜȄŎŜŜŘ /ƘƛƴŀΩǎ 

population by the year FY2024. Currently, the estimated population of India in FY21 is 1,355 million, which is 

equivalent to ~17% of the total world population. The country has a relatively young demographic profile, 
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with a median age of 27.3 years. Approximately 67% of the population belongs to the middle age group, 

which includes those aged 15ς64 years, has the largest share of the total population. The younger 

proportion of the population supports the increase in consumer demand and overall economic growth. 

LƴŘƛŀΩǎ ǇƻǇǳƭŀǘƛƻƴ ƛǎ ŜȄǇŜŎǘŜŘ ǘƻ ƎǊƻǿ ŀǘ ŀƴ ŀǾŜǊŀƎŜ ƻŦ мΦл҈ ōŜǘǿŜŜƴ C¸нм ŀƴŘ C¸нрΦ LƴŘƛŀϥǎ DŜƴ ¸ 

constitutes a third of the country's population and will join the working-age group, forming 42% of the total 

working-age population by FY25. Given the economic prosperity and younger demographics of the 

population in most of these states, demand has also undergone a positive change in the past decade. 

India is in the midst of a massive wave of urbanization. There has been a drastic increase in urban towns and 

cities in the country over the past few years. Since the last decade, around 10 million people have moved to 

towns and cities each year in search ƻŦ ōŜǘǘŜǊ ŜŎƻƴƻƳƛŎ ƻǇǇƻǊǘǳƴƛǘƛŜǎΦ LƴŘƛŀΩǎ ǎŜǾŜƴ ƭŀǊƎŜǎǘ ƳŜǘǊƻǇƻƭƛǘŀƴ 

areasτMumbai, Delhi, Bengaluru, Kolkata, Chennai, Hyderabad, and AhmedabadτŘƻƳƛƴŀǘŜ ǘƘŜ ŎƻǳƴǘǊȅΩǎ 

economic landscape. In the case of major cities like Delhi, Mumbai, Hyderabad, and Kolkata, population 

growth has been fastest in their peripheries with the development of emerging metropolitan clusters. 

LƴŘƛŀΩǎ ǳǊōŀƴ ǇƻǇǳƭŀǘƛƻƴ ǇŜǊŎŜƴǘŀƎŜ ǿŀǎ ŀǊƻǳƴŘ опΦф % in FY21 as compared to 33.6 % in FY15. By FY26, it is 

expected to be around 37.4 %. Economic growth, a better standard of living, and increasing opportunities in 

the cities have led to urbanization, which has further increased the burden on these cities in terms of the 

requirement for infrastructure and housing. Employment opportunities and the opportunity for income 

generation across newly urbanised towns create a positive outlook for consumption of electronic products. 

Indian Electronics Industry - Historical Trends and Outlook 

Chart 3.9: Total Electronics Market, Value in INR Billion, India, FY18-FY26E 
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Electronics is one of the fastest growing industries in the country. The total electronics market (which 

includes domestic electronics production and import of electronics finished goods) in India is valued at INR 

6,711 Billion (USD 91 Billion) in FY21, which is expected to grow at a CAGR of 25.5% to reach INR 20,873 

Billion (USD 282 Billion) in FY26. The domestic production of electronics is around 74% of the total 

electronics market in FY21, which is expected to reach around 96% by FY26, with the help of various 

government initiatives and development of electronic ecosystem in India. Also, the global landscape of 

electronic design and manufacturing is changing significantly, and revised cost structures have shifted the 

attention of multinational companies to India.  

At present, the Indian government is attempting to enhance manufacturing capabilities across multiple 

electronics sectors and to establish the missing links in order to make the Indian electronics sector globally 

competitive. India is positioned not only as a low-cost alternative, but also as a destination for high-quality 

design work. Many multinational corporations have established or expanded captive centres in India. The 

electronics production market is widely defined as Consumer electronics, Industrial electronics, Computer 

hardware, Mobile Phones, Strategic electronics, Electronic components, and LED goods, according to MeiTY 

(Ministry of Electronics and Information Technology). Among the large bouquet of EMS players in India, 

Syrma SGS is one of the fastest growing Indian-headquartered ESDM companies. 

Indian Electronics Industry - Electronics Consumption vs. Domestic Manufacturing  

Chart 3.10: Overview of Electronics Industry - Domestic Consumption Vs Production, Value in INR 

Billion, India, FY21 and FY26E 

 

¢ƘŜ ƎƻǾŜǊƴƳŜƴǘΩǎ ǎǘŀǘŜŘ ƻōƧŜŎǘƛǾŜ ƻŦ ŜƴƘŀƴŎƛƴƎ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ŎŀǇŀōƛƭƛǘȅ ǿƛǘƘƛƴ LƴŘƛŀ Ƙŀǎ ōŜŜƴ ōŀŎƪŜŘ ōȅ 

creation of a favourable environment. Whether it is the customs duty for certain products or removal of 

duties on components or encouraging local component manufacturing, there has been appreciable 

movement to drive domestic manufacturing. The government has also taken several steps towards 

increasing the ease of doing business, which has resulted in increased manufacturing setups by multiple 
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foreign manufacturers in the country. According to the World Bank's Doing Business Report, India has 

improved its position in ease of doing business from 142 ranks in 2015 to 63 rank in 2020. This environment 

has certainly encouraged the OEM/ EMS/ ODM segment as electronics brands continue to push for 

collaboration and partnership.  

In recent years, India's demand for electronic products has increased substantially, primarily due to India's 

development in the EMS segment. At present, India is the second largest mobile phone manufacturer in the 

world. The Indian start-up ecosystem is still evolving, and the potential that Indian start-ups have shown is a 

huge opportunity for the country. Syrma SGS has deep connects with the start-up ecosystem that can help 

partner with the next generation companies very early. The reliance on imports to meet rising demand for 

electronic products is projected to increase unless timely measures are taken to improve local electronic 

production. 

A. Indian Electronics Consumption 

Chart 3.11: Electronics Domestic Consumption Market, Value in INR Billion, India, FY18-FY26E 

 

Electronics consumption market in India is estimated at INR 5,925 Billion (USD 80 Billion) in FY21, and is 

expected to grow at the rate of 18.4% to reach INR 13,769 Billion (USD 186 Billion) by FY26. India's vast 

consumer base is one of the largest in the Asia-Pacific region, and the country's electronics industry is one of 

the fastest growing in the world.  

¶ Consumer electronics - is one of the largest segments that have a broad category of electronic 

products that includes televisions, cameras, audio players, and a range of other household items. 

Growing awareness, greater access, changing lifestyles, higher discretionary incomes, and a 

reduction in per-unit prices are the key drivers. 
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¶ Telecom - Need for deep penetration of broadband networks and availability of mobile telephony 

propel telecom sector. The government's push for the availability of broadband in remote areas of 

the country is a key demand driver for the telecom segment. Also, the increasing focus on the 5G 

sector is driving this segment. 3G/4G will remain strong over the coming years and 5G will start 

making impact pretty soon. 

¶ Lighting - LED lighting technology has taken the Indian market by storm with government, 

commercial and residential segments witnessing phenomenal growth. Automated and 

interconnected, smart lighting solutions will see usage in lighting applications and LED lighting 

products are expected to act as enablers in this regard.  

¶ IT& BA - DƻǾŜǊƴƳŜƴǘ ƻŦ LƴŘƛŀΩǎ ǇǊƻƎǊŀƳǎ ƭƛƪŜ 5ƛƎƛǘŀƭ LƴŘƛŀ ŀƴŘ ƛƴŎǊŜŀǎŜŘ ƛƴǘŜǊƴŜǘ ǇŜƴŜǘǊŀǘƛƻƴ ǿƛƭƭ 

fuel growth in short-to-ƭƻƴƎ ǘŜǊƳΦ DƻǾŜǊƴƳŜƴǘΩǎ ǇǳǎƘ ǘƻǿŀǊŘ ŎŀǎƘƭŜǎǎ ǘǊŀƴǎŀŎǘƛƻƴǎΣ ŦƛƴŀƴŎƛŀƭ 

Inclusion programs and growth of banking drive local electronics hardware manufacturing. Use of 

smart cards in transportation, public distribution systems and corporate environment is seeing large 

growth, which is expected to continue in future. 

¶ Medical and Defence - segments are seeing large uptake in usage of electronics.  

¶ Mobile phones - In this segment, with introduction of new smartphone models along with better 

availability, declining prices and increased customer spending across Tier1/2/3 cities are causing 

increased mobile penetration in India.  

B. Indian Electronics Domestic Production 

Chart 3.12: Electronics Domestic Production Market, Value in INR Billion, India, FY18-FY26E 

 

Electronics production in India is estimated at INR 4,975 Billion (USD 67 Billion) in FY21, and is expected to 

grow at a CAGR of 32.3% to reach INR 20,133 Billion (USD 272 Billion) by FY26. India has the potential to be 

one of the most attractive manufactuǊƛƴƎ ŘŜǎǘƛƴŀǘƛƻƴǎ ŀƴŘ ǎǳǇǇƻǊǘ ǘƘŜ ƻōƧŜŎǘƛǾŜ ƻŦ ΨaŀƪŜ ƛƴ LƴŘƛŀ ŦƻǊ ǘƘŜ 
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²ƻǊƭŘΩΦ DƻǾŜǊƴƳŜƴǘ ŀƴŘ LƴŘǳǎǘǊȅ ƴŜŜŘǎ ǘƻ ŎƻƭƭŀōƻǊŀǘŜ ŀƴŘ ŘǊƛǾŜ ƛƴƛǘƛŀǘƛǾŜǎ ǘƻ ƘŜƭǇ LƴŘƛŀ ƳƻǾŜ ŀƳƻƴƎ ǘƻǇ р 

countries in electronics production and among top 3 in electronics consumption.   

Chart 3.13: Total Domestic Electronics Production vs. Component Production, Value in INR 

Billion, India, FY18-FY26E 

 

Chart 3.14: Contribution of Electronics Production to Indian GDP, in %, India, FY18-FY26E 

 

Many policy level initiatives are desired to be implemented in a fast-track mode. The effect of policies 

should be measured and evaluated against the desired objectives to re-check and refine at regular intervals. 

The success of the PLI scheme for the electronics segment in encouraging large-scale manufacture of 
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electronics products is being viewed with great confidence. Similarly, the National Policy on Electronics 

(NPE) aims to make India a global hub of the electronic system design and manufacturing and has fixed 

some aspiring targets: manufacture of 1.0 billion mobile phones by the year 2025, valued at USD 190 billion 

including 600 million mobile phones (approximately USD 110 billion) for export purpose. The electronics 

industry is the foundation of the all other manufacturing sector. Diverse sectors have dissimilar incentive 

schemes. 

Excellent opportunities for increasing the electronics manufacturing is estimated to come from Home 

Appliance, Telecommunication, Industrial, Automotive, Healthcare, Defence & Aerospace, Renewable 

Energy, Digital Infrastructure, etc. India will have to find a way out of incorporating into the global value 

chains to increase the production and the exports. The biggest challenge before India is to make a fast 

transition to the manufacturing of the high technology electronics. Electronic products do need continuous 

design modifications, as end-users expect creativity and continuous innovation. Consequently, the design 

and development of electronics products is often outsourced to ODMs. In such situations, the earlier an 

OEM engages a contractor for product design and development services, the product being designed moves 

into high-volume, production stages. 

In FY21, the electronics production in India contributed to 3.9 % of the nominal GDP (at current prices), 

which is expected to increase to around 7.9 % by FY26. The Government's objective is to provide domestic 

manufacturers with a better facility to make them competitive with imports into the industry by simplifying 

the tariff system, simplifying the procedures, giving incentives and improving the infrastructure. 

Considerable high value added manufacturing takes place in the industrial segment and most products 

command high brand equity globally, offering an excellent opportunity for EMS companies to export. Other 

than Mobile Phones, CEA and Industrial, Telecom is another constant contributor to EMS volumes. 

Increasing logistics and raw material costs, and hence an increase in production costs, are affecting OEMs, 

which leads them to approach EMS/ODM, which offers a complete end-to-end solution including product 

design and reverse logistics, owing to higher margins and increased visibility. EMS/ODM also jointly offers to 

work with OEMs in terms of product localization and design. 

Import of Electronic Products in India 

The total import value of the electronics products in FY15 was INR 2,296 Billion and in FY20 the value was 

INR 3,851 Billion. The import value saw a negative growth of 4.1 % in FY20 from FY19 which was valued at 

INR 4,015 Billion. In FY20, China and Hong Kong accounted for ~ 60 % of India's total electronic imports. The 

majority of semiconductor demand is now fulfilled by imports from the United States, Japan, and Taiwan. 

The government is developing electronics manufacturing clusters (EMCs) around the country to provide 

world-class infrastructure and facilities in order to minimise reliance on imports. 

The government relies extensively on Chinese suppliers in the electronics sector, especially consumer 

electronics, industrial electronics, computer and IT hardware, mobile phones, strategic electronics, light 

emitting diodes etc.; the top 3 leading products in the import category are laptops & desktops, FPD 

Television and storage device. In Laptops and Notebooks segment, almost all the components in building 

notebooks are completely imported or as semi knocked down units, from China and Thailand. In GPON and 

CCTV segments, the components are still imported from China and Taiwan. Similarly, lifestyle products such 

as Electric Shavers, Hair Dryers, etc. are also majorly imported from China, Germany, Belgium, Thailand, 
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Indonesia, etc. as their component ecosystem is lacking. Despite the government's efforts to build India's 

electronics ecosystem, domestic manufacturers' reliance on China for components persists, which is 

expected to improve slowly as the localization of production for these products is increased with the 

opening of new manufacturing facilities. 

Chart 3.15: Import of Electronic Products, INR Billion, India, FY15-FY26E 

 

 

 

                                       

Chart 3.16: List of Top 10 Imported 

Electronic Products by Value, India, FY20 

Chart 3.17: Import of Electronic Products 

by Key Countries, Value in %, FY20 
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Export of Electronic Products in India 

Chart 3.18: Export of Electronic Products, INR Billion, India, FY15-FY26E 

 

 

 

                                              

Chart 3.19: List of Top 10 Exported 

Electronic Products by Value, India, FY20 

Chart 3.20: Export of Electronic Products 

by Key Countries, Value in %, FY20 








































































































































