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Production Linked Incentive Scheme (PLI) for IT Hardware

Background

Electronics permeates all sectors of the economy and the electronics industry has
cross-cutting economic and strategic importance. The Government has been
actively working to create a conducive environment for electronics manufacturing
and to offer incentives comparable with those offered in other countries to attract

large investments into the electronics manufacturing sector.

The domestic production of electronics hardware has increased substantially from
%1,90,366 crore (USD 29 billion) in 2014-15 to X5,33,550 crore (USD 75.7 billion)
in 2019-20 at a Compound Annual Growth Rate (CAGR) of 23%. India’s share in
global electronics manufacturing has grown from 1.3% in 2012 to 3.6% in 2019, as
per industry estimates. With the domestic demand for electronics hardware
expected to rise rapidly to approximately 326,00,000 crore (USD 400 billion) by
2025, India cannot afford to bear the rapidly increasing foreign exchange outgo on

account of import of electronics.

According to IDC, the market size for laptops in India was approximately 75 lakh
(7.5 million) units in 2019-20 valued at 33,950 crore (USD 4.85 billion). Similarly,
the market size for tablets was around 24 lakh (2.4 million) units, valued at 3,500
crore (USD 0.5 billion). The server market stood at 2 lakh (0.2 million) units valued
at 9,100 crore (USD 1.3 billion).

As per IDC, the global server market stood at 120 lakhs (12 million) units valued at
%6,44,000 crore (USD 92 billion) in 2019-20. During the same period, the Indian
market stood at 2 lakhs (0.2 million) units valued at 9,100 crore (USD 1.3 billion)
in 2019-20.

The impact that Personal Computers (PCs) have had in improving governance,
access to education and productivity is established through various research.
While consumption of content and data is rapidly transitioning to smartphones and
mobile devices, personal computing devices are still the mainstay of content
creation. India’'s Personal Computer (PC) penetration at 15 per 1000 people is
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significantly lower compared to United States (784 for 1000 people) and China (41

per 1000 people), and thus presents significant growth opportunities.

Over the years, the IT Hardware manufacturing capability and capacity in the
country has progressively declined and many units have either ceased operations
or are operating at low capacities. Currently, the laptop and tablet demand in India
is largely met through imports valued at USD 4.21 billion and USD 0.41 billion,
respectively, in 2019-20 (as per ICEA-EY estimates on market value of imports).
The unutilized installed manufacturing capacity is a low hanging fruit as regards to

quickly scaling up manufacturing in the country.

India’s Digital Economy is currently valued at USD 200 billion and is slated to grow
to USD 1 trillion by 2025. In addition, India has the fastest growing digital
ecosystem with over 1.2 billion mobile subscribers and over 600 million internet
users. As per Industry estimates, data centres being key enablers in any Digital
Economy will see an increase in market size from USD 1.0 billion in 2018 to USD
1.5 billion by 2022. Deeper internet penetration, increase in data consumption,
public cloud services, 10T devices and the Government's push for data
localization, shall lead to an influx of local and international players setting up data

centres in India, which will further boost server demand in the country.

Given the limited relief expected for the aforesaid electronics manufacturing sector
under other available schemes, there is need for a mechanism to compensate for
the manufacturing disabilities vis-a-vis other major manufacturing economies.
Also, as a signatory to the Information Technology Agreement (ITA-1) at the World
Trade Organization (WTO), India has implemented zero duty regime on 217 tariff

lines which infer-alia includes IT Hardware.

Level playing field with emerging opportunities: The IT Hardware
manufacturing sector faces the lack of a level playing field vis-a-vis competing
nations. As per industry estimates (Source: ICEA and ELCINA), electronics
manufacturing sector suffers from a disability of around 8.5% to 11% on account
of lack of adequate infrastructure, domestic supply chain and logistics; high cost of
finance; inadequate availability of quality power; limited design capabilities and
focus on R&D by the industry; and inadequacies in skill development. There is
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need for a mechanism to compensate for the manufacturing disabilities vis-a-vis

other major manufacturing economies.

1.10 National policy on electronics (NPE 2019): The vision of NPE 2019 is to
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position India as a global hub for Electronics System Design and Manufacturing
(ESDM) by encouraging and driving capabilities in the country for developing core
components, including chipsets, and creating an enabling environment for the

industry to compete globally.

Objective: The Production Linked Incentive Scheme (PLI) for IT Hardware
proposes a financial incentive to boost domestic manufacturing and attract large

investments in the value chain.

Quantum of Incentive: The Scheme shall extend an incentive of 4% to 2% / 1%
on net incremental sales (over base year) of goods manufactured in India and
covered under the target segment, to eligible companies, for a period of four (4)

years.

Target Segment: The Target Segment under PLI shall include (i) Laptops (ii)
Tablets (iii) All-in-One PCs and (iv) Servers.

Eligibility: Support under the Scheme shall be provided to companies based on
the eligibility criteria laid down, for manufacturing of goods (covered under the

target segment) in India.

The number of applications allowed per applicant for support under the Scheme

shall be restricted to one (1).

Eligibility shall be subject to thresholds of incremental investment and net
incremental sales of manufactured goods (covered under the target segment). An
applicant must meet all the threshold conditions to be eligible for disbursement of

incentive. Eligibility threshold criteria are detailed in Annexure A.

Eligibility under the Scheme shall not affect eligibility under any other Scheme and

vice-versa.
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6. Localization Schedule: Manufactured Goods covered under the Target Segment,
the net sales of which are considered for determining eligibility and incentive

amount due under the Scheme must meet the following criteria for localization:

of its vendors.

S. No | Timeline Sub-Assen?bly e Criteria AppIICE.lb|e
Localized Incentive
1 21'04'202 Not Applicable 4%
5 21'04'202 . PCB Assembled domestically by 3%
P— Assembly the applicant company itself
. PCB Assembled domestically by
Assembly the applicant company itself
01.04.202 Assembled domestically, "
3 P P either by the applicant 2%
onwards -
. Battery Packs company itself or through one
of its vendors. (not applicable
for  All-in-One PCs and
Servers)
. PCB Assembled domestically by,
Assembly the applicant company itself
Assembled domestically,
either by the applicant
company itself or through one
» ERHEY Paeks of its vendors. (not applicable
01.04.202 for All-in-One PCs and
4 y Servers) 204
i (EERETE Assembled domestically,
. Power . .
either by the applicant
Adapters / :
company itself or through one
SMPS .
of its vendors.
i ] A_ssembled domestlgally,
. either by the applicant
Chassis / ;
company itself or through one
Enclosures

OR
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1. PCB Assembled domestically by
Assembly the applicant company itself

Assembled domestically,
either by the applicant
01.04.202 company itself or through one
4 % IR R of its vendors. (not applicable 1%
onwards for All-in-One PCs and
Servers)
Assembled domestically,
3. Power . .
either by the applicant
SARIERSIG company itself or through one
SMPS pany g

of its vendors.

An applicant company must meet the above-mentioned criteria to be eligible for

disbursement of incentive in the year under consideration.

8

1

Wl

7.3

Tenure of the Scheme: Support under the Scheme shall be provided for a period

of four (4) years as defined in Para 8.

The Scheme shall be open for applications till March 31, 2021 initially which may
be extended.

The Scheme may also be reopened for applications anytime during its tenure
based on response from the industry.

For applications received post the initial application period, applicants shall only
be eligible for incentives for the remainder of the Scheme’'s tenure.

Base Year: Financial Year 2019-20 shall be treated as the base year for
computation of net incremental sales of manufactured goods.

Incentive Outlay
Total Incentive: The expected annual incentive outlay and cumulative incentive

outlay under the Scheme is as follows:

Financial Year Total Incentive

XCrore

Page 50of 9



Year 1 720
Year 2 1,305
Year 3 1,820
Year 4 3,480
Total 7,325

Incentives shall be applicable from April 1, 2021 under the Scheme

9.2 Incentive Per Company: The incentive per company will be applicable on net
incremental sales of manufactured goods (covered under the Target Segment)
over base year subject to indicative ceilings as given in Annexure B. At the end of
each year, any unappropriated incentive amount resulting from underperformance
with respect to the prescribed annual ceiling on net incremental sales of eligible
products, by any applicant(s) in any category, will be allocated to the remaining
eligible applicants under such category who have achieved net incremental sales
in excess of the annual ceiling.

10. Basis of Computation
10.1 Assessment of incremental investment and net sales of manufactured goods shall
be based on details furnished to the Departments / Ministries / Agencies and

Statutory Auditor certificates.

10.2 Functional Guidelines will be issued by MeitY in consultation with concerned

Departments / Ministries.
11. Nodal Agency
11.1 The Scheme shall be implemented through a Nodal Agency.
11.2 Such Nodal Agency shall act as a Project Management Agency (PMA) and be

responsible for providing secretarial, managerial and implementation support and
carrying out other responsibilities as assigned by MeitY from time to time. Detailed
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constitution, functioning and responsibilities of the PMA will be elaborated in the

Scheme Guidelines.

11.3 For carrying out activities related to the implementation of the PLI Scheme, PMA
would inter-alia be responsible for:

11.3.1 Receipt of applications under the Scheme and issuing
acknowledgements.

11.3.2 Appraisal of applications and verification of eligibility for approval under
the Scheme.

11.3.3 Examination of claims eligible for disbursement of incentive under the
Scheme.

11.3.4 Compilation of data regarding progress and performance of the Scheme
including incremental investment and net incremental sales of
manufactured goods for companies under the Scheme.

12. Empowered Group of Secretaries (EGoS)

12.1 An Empowered Group of Secretaries (EGoS) chaired by Cabinet Secretary will
monitor the Scheme, undertake periodic review of the outgo under the scheme
and take appropriate action to ensure that the expenditure is within the prescribed

outlay as approved by the Cabinet.
12.2 The EGoS will conduct a periodic review of eligible companies with respect to their
investments, employment generation, production, and value addition under the

Scheme.

12.3 The EGoS may revise incentive rates, ceilings, target segment(s) and eligibility

criteria as deemed appropriate during the tenure of the Scheme.
13. Application Approval and Disbhursement Process
13.1 Application under the Scheme can be made by any company registered in India.

13.2 An initial application, complete in all aspects, will have to be submitted before the

due date to the Project Management Agency.
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13.3 Acknowledgement will be issued by the Project Management Agency after initial
scrutiny of the application. The acknowledgement shall not be construed as
approval under PLI Scheme.

13.4 Eligible applications will be appraised by Project Management Agency on an
ongoing basis and considered for approval.

13.5 Applications, as found eligible by the Project Management Agency under the
Scheme will be recommended for approval of the Minister-in-Charge.

13.6 Incentives under the Scheme will be applicable from 01-04-2021.

13.7 Claims for release of incentives, as examined and recommended by the Project
Management Agency, will be considered for disbursement.

13.8 Incentive shall be released to eligible applicants who are meeting the required
thresholds and whose disbursement claims are found to be in order.

13.9 Detailed procedure for approval and disbursal will be provided as part of Scheme

Guidelines.

14. Scheme Guidelines

14.1 Scheme Guidelines covering all aspects of implementation of the Scheme will be
finalised in consultation with NITI Aayog, DPIIT and Department of Commerce and
will be issued by the Ministry of Electronics and Information Technology (MeitY)

with the approval of the Minister-in-charge.

14.2 Any amendment in the Scheme Guidelines will be carried out with the approval of

the Minister-in-charge.
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Eligibility Threshold Criteria

Annexure A

Proposed | Incremental Incremental Sales of
Category Incentive Investment after Manufactured Goods
Rate 31.03.2021 over Base Year
IT Hardmfare 500 Crore over 4 |Year1: ¥ 1,000 Crore
Companies Vear 1- 4% |Years Year 2: ¥ 2,500 Crore
S T— Cumulative Year 3: X5,000 Crore
1) Laptops (Iinvoice Minimum (% Crore):  [Year 4: 10,000 Crore
Year 2: 3% ' ’ '
Vz"“e j’f 30,000 and Year 1: 350 Crore
above), :
(i) Tablets (Invoice | Year3:2% :22: gi :;gg 2[2[2
;abﬁjfe(;f 15,000 and Vear 4 205 / |Y€ar 4: X 500 Crore
(iii) All-in-One PCs 1%
(iv) Servers
_ X 20 Crore over 4 |Year1l:X 50 Crore
Domestlf: Years Year 2: X 100 Crore
Companies Cumulative Year 3: X 200 Crore
. Minimum (X Crore): Year 4: X 300 Crore
EU)LaP;;?DS Year 1: X 4 Crore
ii) Tablets Year 2: X 8 Crore
(iii) All-in-One PCs Year 3: 314 Crore
(iv) Servers Year 4: 320 Crore

*For eligibility, Net Incremental Sales of Manufactured Goods (covered under the

target segment) irrespective of Invoice Value shall be considered.

*Domestic Companies shall be defined as those which are owned by resident

Indian citizens as defined in the FDI Policy Circular of 2017. A company is

considered as ‘Owned’ by resident Indian citizens if more than 50% of the capital in it is

beneficially owned by resident Indian citizens and/or Indian companies, which are

ultimately owned and controlled by resident Indian citizens.
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