






The curve Q/Q-1 traces the percent

changes versus the previous

quarter (short term trend) while

the line Q/QY-1 gives the variation

to the same quarter of the

previous year. The euro value of

Q1’08 had a 14.4% higher value

than last year. This is the scenario

that is reflected also by the picture

we could get out from the results

that distribution has attained

during the first quarter this year.

Total Billing: 
good on “short”, 
bad “tendential”
The graph in Figure 3 brings in one

shot the first quarter status on

total components billing for the

five regions that compose the Idea

panel and the corresponding

average (named “All”). For each

area there are two index reported:

the short term growth, that is the

ratio between the current and the

previous quarter billing (also

denoted as Q/Q-1), and the

tendential index that is the

comparison between the current

quarter and the same quarter of

the previous year (also named

Q/QY-1).

On the “short”, almost all area are

showing a positive index leaving

out only Nordic that is on the red

side of the bar. Italy and Germany

are showing the best

performances: +14.5% and +12.2%

respectively. But this index does

not bring so much meaning to the

trend of the yearly growth. 

On this aspect the tendential index

(Q/QY-1 bars of the graph) is much

more meaningful. Unfortunately

the indication it brings are not at

all positive. 

For all the regions the index stands

in the red are having France as the

most negative champion, with -

14.9%, followed by Germany with -

10.4% and then Italy at -7.1%. The

average gets a tag at -8.8%.

In short: Q1’08 has obtained an

insufficient growth to have the

base for a growing year (compared

to 2007).

What about Booking
and book-to-bill?
The same kind of indexes have

been calculated for the booking

numbers of the total components

and these have been reported in

Figure 4. The picture looks even

worst.  Even the short term index,

the growth to the previous

quarter, are on the red side,

heavily for France (-5.5%), for

Italy (-4.4%) and for Nordic 

(-3.4%).  Black ink only for Uk, but

a very light +3.9%, and Germany

with a more generous 12.5%. But

the comparison to the same

quarter last year is red all over

and in some cases, like France 

(-26%), Italy (-12.3%) and Nordic 

(-11.1%), quite heavily.

The full picture can be seen in

Figure 5 where booking and billing

data, relevant to the total panel of
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Idea members, are drawn together

with the Book-to-Bill ratio (B2B). 

A positive indication comes by the

fact that the B2B coefficient in the

last quarter has been slightly

above the unity indicating that

order’s amount is a bit more

consistent then the invoiced value.

Semiconductors, 
as usual, are the key
Within the total of the electronic

components, semiconductors are

taking the major share: in the last

quarter they accounted for a bit

more then 65% of the total billing.  

On the billing side (Figure 6) the

status does not differ from the

one seen for the components

total.  The short term trend Q/Q-1

has a positive sign indicating a

growth of +9% on the average

sustained by a very good +15.9%

of Germany, a comparable +14.6%

from Italy and a +8.4% for France.

But as before the ratio to the first

quarter last year turns for all the

partners on the red side: average

at -9.1%, only Uk limiting the

damages to -4.5% and all the rest

at a double digit decline.

Looking to the booking (Figure 7)

it can be seen that only Germany

is on the right  side having

conquered a quarter-on-quarter

growth of 17.4% sustaining the

positive result of the average

value.  But once you turn the

attention to the long term trend

everything, again, goes red.  

Once more the negative

championship is won by France

with a disastrous -27.4%, Nordic

gains the second position with a

non enviable -18.3% having Italy

immediately after at -15.8%. All in

all: orders are reducing for

everybody, especially if compared

to the first quarter last year; only

Germany is defending the

position.

To complete the picture remains

worthwhile to take a look to the

book-to-bill figures reported in

the graph of Figure 8. 

Last quarter B2B = 1.00. What went

out has been just replaced by what

came in; backlog – the orders

portfolio - remained unchanged at

the level of the last quarter 2007.

Seems really distant the time when

the record high 1.14 was registered

by B2B; it was Q1’06, the start of a

very good year.

Passive 
and e-mech
Take a look to Figure 10A e 10B

and, since now, you have

understood how to interpret it,

that’s all for having the full

picture. Semiconductors, the most

important part of the electronic

components distribution business

are sailing in a stormy sea. 

But it is not more quiet  the one

navigated by passive and

electromechanical.
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Short term and tendential indexes

for semiconductor booking
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index for semiconductors
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First quarter 2008 has seen

the following distribution among
product families
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Indexes for booking and billing

for the three product families
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components basket
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“Every player in the supply chain

has to define its role under REACH

and must be able to apply it in

practice.”

According to FBDI e V., everyone

involved throughout the supply

chain (manufacturers,

distributors, Oem or customers)

may be affected by the European

Chemicals regulation, REACH

(Registration, Evaluation,

Authorisation of Chemicals).

For distributors this means duties

as importers, producers or

suppliers of products. 

“A willingness to cooperate

between the parties involved is

essential for the professional

handling of REACH, and

transparency of information

between manufacturers,

distributors and customers is also

indispensable,” declares FBDI. 

The vision of the association goes

even further. In the medium term

a standard will be defined

according to which the data

relating to REACH would be

acquired and processed. 

Discussion about REACH has so far

been of an abstract nature, as the

candidate list of potentially

hazardous substances will not be

ready until the end of the year.

Only then it will be possible to

assess whether products will

disappear from the market, and

what effects are to be expected for

the industry with regard to

investment security and long-term

availability. FBDI is clearly

committed to the protection of the

environment and to the necessity

for a chemical regulation, but

questions the legal and

administrative bureaucracy

associated with REACH. “Small and

medium-sized businesses are

particularly overstretched by

REACH, because their staffing

resources alone put into question

their ability to deal with REACH in

an adequate manner.” FDBI

provides crucial skills and lobbying

in this context, offering its

members the opportunity for a

wide-ranging transfer of

knowledge and dialogue within the

electronics industry.

Information is essential
Even if a distributor is not subject

to any registration obligations

under REACH, it must still know the

ingredients and concentrations of

any hazardous substances in its

products in order to fulfil its duties

of notification to the European

Chemicals Agency in Helsinki. If

there is no information available

with regard to composition of a

material, this may lead to an

import ban according to the

premise, “no data, no market”. 

“The key factor is the interaction

of the supply chain,” states

WWoollffrraamm  ZZiieehhffuussss, Ceo of FBDI.“To

the fore are the manufacturers,

who are required to provide

information about the ingredients

in a usable form, which is clear

and meaningful and leaves no

scope for interpretation. It would

good if we had a declaration

similar to the one for RoHS, which

both distributors and customers

could work with”.

What can customer
expect?
The manufacturers are currently

checking and working on their

quality guidelines for dealing with

REACH. So far, however, the

situation with regard to product-

specific information in relation to

REACH is still at the development

stage. “For the time being we are

having to refer any customers

who make enquiries of our

members to the ingredients

declarations (MDDS material

declaration data sheet) and if

applicable to the safety data

sheets (MSDS material safety data

sheet), because there is currently

no other data available from the

manufacturers,” says Ziehfuss,

describing the statement defined

by the association in relation to

customer communications. 

The safety data sheets list all the

hazardous substances that are

contained in products, as well as

their approximate concentration

values. 

When does 
a distributor 
have to register?
The duty to register comes into

consideration from the outset only

for the importers of electronic

components from non-EU

countries. Dealers or suppliers of

products are on the other hand not

obliged to register. An importer of

a product must register if:

it obtains the product from a

non-EU manufacturer;

the substance is contained in

the product in a quantity of over 

1 t/a per importer;
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The FFBBDDII has already put in
place a few milestones with its
RREEAACCHH offensive:

The topic is being considered
and discussed on a broad
front within the electronics
industry;

Manufacturers and distributors
are working closely on the
transparent flow and
exchange of information;

Leading manufacturers are
supporting the REACH
offensive of FBDI;

FBDI environment working
party has passed a joint
guideline on customer
communications;

Transparency in relation to the
legal situation was provided
by a REACH workshop initiated
together with Allen & Overy, 
as well as close collaboration
with the law firm in terms of
public relations.

FBDI

REACH: what 
distributors should do

Wolfram Ziehfuss
Vice President IDEA 
and director of FBDI, the German 
Electronics Distribution Association

email: w.ziehfuss@t-online.de



is to be released under normal

or reasonably foreseeable

conditions of use. The Agency can

also require registration in

individual cases. There may be

duties of notification (article 7,

section 2 REACH regulation), which

must be examined in detail.

When does the duty 
of notification apply?
Even if there are no obligations to

register, there may be duties of

notification on the part of the

importer. The duty of notification

is irrespective of whether emission

during manufacture is intended.

Duties of notification only exist if

the manufactured or imported

electronic components contain a

hazardous substance in a quantity

totalling more that 1 t/a per

manufacturer. The substance must

also have a mass concentration of

more than 0.1 percent in this

product, and exposure takes place.

When does the duty
to supply info apply?
Importers and suppliers of

products are also subject to the

duty to supply information. The

latter include the ddiissttrriibbuuttoorrss who

obtain products from EU member

states. Suppliers of a product in

terms of the REACH regulation

include not only the producer and

importer of a product but also

every dealer or subsequent user in

the supply chain who puts a

product into circulation. The

conditions for this are as follows: a

substance in a product is classed

as especially worrying, is on the

list of candidates and is contained

in the product in a quantity in

excess of 0.1 percent mass.

Who has to inform who?
Every supplier of a product of this

sort must provide its customers

with the information at its

disposal that is adequate to

ensure safe usage. It must at

least notify its customers of the

name of the substance (article 33,

section 1). “Customer” in terms of

the REACH regulation is not a

consumer but an industrial or

commercial user or dealer to

whom a product is supplied. But

the producer or importer of a

product also has the duty to the

consumer to pass on to the

aforementioned information if the

consumer requests it to do so

(article 33, section 2). 

The information must be provided

within 45 days. The duty to inform

applies as soon as a substance is

included in the list of candidates.
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LEGAL DIGRESSION 
Distributors might be
affected in a variety of ways
by the provisions of regulation
n. 1907/2006. 

Since they are importing elec-
tronic components into the EU. 
The electronic components
consist of semiconductors,
passives such as resistors or
Leds and electromechanical
components such as plug con-
nectors. 
They also trade in electronic
components within the EU. 

In addition to that, some also
use chemicals when manufac-
turing electronic components
or subassemblies (e.g. by sol-
dering the semiconductors
onto the circuit board). 

In some cases the electronic
components are also proces-
sed by the customers.
(According to Allen & Overy)

The local market for distributors of
electronic components continues to
shrink as local manufacturers take
production offshore. In addition
production is rationalised by local
companies after acquisition by
international groups. This has
significantly impacted local sales by
component distributors in Australia
and New Zealand. 

It is estimated that overall
distributor sales of components are
down by at least 15% on the
previous year. 
Several smaller to medium size
distributors are looking to sell their
businesses. However with the
reducedtotal available market for
electronic components it is difficult
for them to find a buyer.

Local component distributors are
building new business models so

they do not fully rely on electronic
component sales. This includes
items being marketed to satisfy the
growing need for environmental and
water management related
products. 

The major multinational distributors
such as Arrow and Avnet do not
have the degree of flexibility as local 
companies to enter into new
business models. Subsequently with
reduced sales there has been a
decline in employees to assist to
reduce costs and close attention is
given to inventory levels. 

Despite the situation in the
electronics industry, the general
economy is in good shape with GDP
for Australia above 3% in spite of
rising petrol and food prices and
rising interest rates. This suggests
that the Australian economy has

considerable resilience. Spending by
consumers is up, business
investment is high, unemployment is
low at just over 4%.

There has been several interest rate
rises over the past months in an
effort to slow down spending and 
keep inflation under control.

Australia’s major markets are in the
Asian region that are, overall,
performing better than the US and
Europe.
Recent rains in Australia will
improve yields of agricultural
products in the coming year while

the mining boom continues with
record sales to Asian nations,
particularly China.

At the end of 2007 the AAuussttrraalliiaann
EElleeccttrriiccaall  aanndd  EElleeccttrroonniicc
MMaannuuffaaccttuurreerrss  AAssssoocciiaattiioonn  ((AAEEEEMMAA))
amalgamated with AAiiGGrroouupp
(Australian Industry Group) in
Australia (www.aigroup.asn.au). 

This is the largest industry group in
Australia. AiGroup will provide many
additional services to member
companies.

EECCAAAANNZZ
(Electronic Components Association
Australia and New Zealand) was
retained as a Forum under AiGroup.

The Australian electronic market

Keith Anderson
Vice President IDEA 
and director of ECAANZ, Electronic Components 
Association of Australia e New Zealand
email: keith@adilam.com.qu



For almost twenty years we have

enjoyed easy access to personal and

business credit, but it looks

increasingly less likely that this will

continue. Credit will still be

available, but the criteria for both

borrowing and lending money will

change and this will inevitably

impact the electronics markets. How

successfully our industry manages

this change process by self interest,

shared common interest or

litigation will help determine the

outcome. 

It’s probable that the ongoing

turmoil in the global financial

markets will continue into mid 2009

and will eventually filter down to

businesses and consumers, who

ultimately will have to pick up the

bill for the imprudent lending

practices of the banking system. 

Global economic growth is set to

stall, with the Uk Treasury already

forecasting a reduction in the

domestic GDP (Gross Domestic

Product) growth in 2008 in the

region of 1.75% to 2.25%. 

In an attempt to stimulate economic

growth, most central banks will

decrease interest rates and in the

short term will accept the resulting

higher levels of inflation and

volatility in currency exchange

rates. However, most banks and

companies (especially publicly

quoted companies) will need to

improve their liquidity (cash)

position in order to offset the

declining value of their assets and

share price, which will at best result

in a one to two year credit squeeze. 

Effects on Authorised
Distributors
The European electronic component

market is primarily driven by

commercial demand for equipment

rather than consumer products,

which are largely produced in Asia.

Changes in commercial demand will

quickly impact our markets. In

Europe, authorised distributors of

electronic components serve a very

wide and diverse range of

customers and end markets,

wherein the continual change in the

economic cycles of customer end

markets generally serves to balance

demand. However, despite the

increased pervasiveness of

electronics, the market may still be

susceptible to a slowdown in

commercial and consumer

spending.

Even at lower interest rates a credit

squeeze forces all organisations to

conserve cash and review the

performance of their assets,

particularly ‘near cash’ assets. In

the case of electronic component

distributors and electronic

equipment manufacturers ‘near

cash’ assets are primarily inventory

(raw materials, work in progress and

finished goods) and payables. Most

high volume manufacturing

organisations have implemented

“lean manufacturing” techniques to

reduce their work in progress and

cycle times, and depend on

distribution partners and

outsourced manufacturers to supply

products to meet their needs on a

minimal inventory or “just in time”

(JIT) basis. 

This strategy places authorised

distributors in a difficult position

because they have to continually

balance inventory purchases from

manufacturers with fluctuating lead

times and changes in customer

requirements. A credit squeeze also

demands the lowest sensible

inventory investment at a time

when customers are looking for

maximum pre- and post-sales

service levels. Fluctuation in

currency exchange rates is an

additional pressure for Authorised

Distributors who often trade in

multiple currencies, purchasing in

US dollars or yen and selling to

customers in their local currency. 

Managing the competing demands

from a wide range of customers for

common components and buffer

inventory, whilst managing

extended customer payment terms

and maintaining adequate liquidity,

is a delicate balancing act

particularly when lead-times extend.

Unfortunately many customers find

that the easiest changes to

implement and manage in difficult

times are the payments due to their

suppliers.  Materials management

and procurement teams across

many electronics companies have

worked diligently to establish a

robust supply network in which

there is a high level of mutual

dependency. 

This must be protected: customers

have to consider the impact on

other partners in the network and

discuss their plans with their

suppliers before deciding to

unilaterally change their payment

terms. It is important to ensure that

finance teams are also involved and

confirm that the revised payment

terms agreed will be rigidly adhered. 

When the chips are down it’s only by

frank and open communication with

supply network partners can

customers be assured of long-term

continuity of supply, high service

levels and mutual goodwill.  

Cash Remains King 
How will the Credit squeeze affect 
the Electronics Industry? 
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Adam Fletcher
Chairman of Afdec, UK Association 
of Franchised Distributors of Electronic Components. 
Vice President IDEA and member 
of its Steering Committee. 
e-mail: adam@afdec.org.uk



By Robin Gray

Executive vice president of NEDA

“Beware of Greeks bearing gifts!”

That centuries old admonition

probably stems from the fabled

Trojan horse incident recounted

by HHoommeerr in The Illiad. According

to the legend, the Greeks were

stymied from capturing Troy by

the strong walls around the city.

So, the Greeks resorted to

trickery by appearing to abandon

the siege of Troy and return

home, leaving a giant, wooden

horse in camp. 

The Trojans perceiving the horse

to be a gift wheeled the horse

inside the city walls. Unknown to

the Trojans, the horse was hollow

and contained Greek soldiers.

Once the city bedded down for

the evening, the soldiers opened

the gates and let in the Greek

army, who quickly sacked the city

and burned it to the ground.

So, what does this tale and

admonition have to do with the

world of electronics? The

electronics industry is under attack

from an ever increasing wave of

counterfeit components that

threatens public safety, jobs,

technological innovation and

company reputation. The primary

bulwark against this invasion is the

authorized channel. Like the walls of

Troy, the authorized channel

protects everyone from fakes. Going

outside the channel raises great risk

for the industry, its customers and

the public. Therefore, it is

incumbent upon the electronic

component industry to ensure that

the channel remains strong and is

vigilant against Trojan horses.

Avoid Trojan horses
NNeeddaa has joined with the

SSeemmiiccoonndduuccttoorr  IInndduussttrryy

AAssssoocciiaattiioonn  ((SSIIAA)) and the UU..SS..

CChhaammbbeerr  ooff  CCoommmmeerrccee in leading

the fight against counterfeit

goods and the piracy of

intellectual property. The

electronics industry can win the

war if it avoids the fate of the

Trojans.

Feeling somewhat like Cassandra,

the Trojan seer, I am alerting the

industry to two possible Trojan

horses. The first involves product

vveerriiffiiccaattiioonn  tteecchhnnoollooggyy.  Efforts

are underway to provide

customers with technology that

would enable them to determine

whether electronic components

are genuine. Sounds good on its

face, but like the Trojan horse,

there may be a surprise inside. If

customers can verify the

genuineness of a component, it

may no longer matter if that

component comes from an

unauthorized source. Suddenly,

the gray market becomes more

viable and the walls of protection

offered by the authorized channel

are breached.

Another Trojan horse comes in the

guise of organizations that appear

to be fighting ccoouunntteerrffeeiittiinngg, but

are really aiding unauthorized

sources gain legitimacy.  If you look

behind the curtain, these entities

are broker-supported organizations.

Unfortunately, some members of

the authorized channel are

participating in these organizations

and only see the “gift horse” and

not what is inside.

I encourage all channel partners to

look beyond the gift and go behind

the scenes. A little investigation of

these technologies and

organizations will prove to be

enlightening. I’m not going to name

“names,” so each member should

do its own research. One suggestion

for getting started is to develop a

list of the organizations that your

company belongs to, particularly

The electronic market 
is under attack
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NEWS FROM EDS
From May the 5th to May 

the 8th, EDS, the electronics
exhibition which take place 
in Las Vegas every year, 
gathered distributors
and manufacturers from 
all around the world.

EDS announced the election 
of SSccootttt  RRiiccee  and RRoobbeerrtt  WWaallsshh  
to its Board of Directors. 
Rice is chairman and president 
of KOA Speer Electronics, a
broadline passive component
suppliers specializing in various
types of resistors. Robert Walsh 
is president and general manager
of Coakley, Boyd and Abbet, a
manufacturers’ rep firm serving
New England and metro New York. 

The next edition of EDS 
will open Wednesday 1133tthh  
ttoo  FFrriiddaayy  1155tthh  MMaayy  22000099.

those that are industry-related.

Another cautionary word to

authorized distributors is to get

your own houses in order. 

Are you getting all of your product

from authorized sources? If not,

your company runs the increased

risk of introducing counterfeit

product into the supply chain and

undermining the authorized

channel. It is difficult to advocate

and promote the advantages of

buying from authorized sources if

we, ourselves, are not doing what

we say. 

If the industry is really serious

about supporting the authorized

channel, it must take a hard look

at its own sourcing practices.
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ELCINA IS A NEW MEMBER OF IDEA
Elcina (Electronic Industries
Association of India) was
established in 1967 as the first
industry association supporting
electronics hardware, when
India’s Electronics industry was
still in its infancy. 
Since then, Elcina has been well
known as an interactive forum
for electronics and It
manufacturers. Apart from the
basic objective of promoting
hardware manufacturing through
active representation and advice
to the Government, Elcina has
been networking with technical
institutions and business
promotion organizations in India
and abroad. 

As India’s oldest and largest
electronics Association, Elcina
has always remained committed
to the promotion of electronics
manufacturing culture in the
country focusing on components,
the building blocks of electronics
industry. 

SSeerrvviicceess  aanndd  aaccttiivviittiieess::
Active industry-government
interface and networking with
key decision making bodies
with effective representation
to government;
Swift dissemination of relevant
information;
Publications, reports and
surveys on the industry;
Training & interactive
programs, conferences,
workshops on emerging
business practices;
Advisory and consultancy
services on business
opportunities and market
trends;
Infrastructure support for
business conferences and
promotional activities;
Annual Awards for Excellence
and permanent product
display facility at Elcina House.

wwwwww..eellcciinnaa..ccoomm
elcina@vsnl.com

News

By Rajoo Goel, Elcina

The Indian market for electronics

products stands at over US$32 billion

and is projected to exceed US$320

billion by 2015, as forecasted by IISSAA--

FFrroosstt  &&  SSuulllliivvaann. 

In brief, between 2005 and 2015, the

report forecasts that total

electronics market will grow from

US$ 28.2 bn to US$ 363 bn. This would

be divided between hardware

equipment and design services,

which will grow from US$ 25 bn and

US$ 3.2 bn, respectively in 2005, to

US$ 320 bn and US$ 43 bn in 2015.

These projections seem unbelievable

if we look at the way electronics

hardware production has been

growing over the last few years,

hovering around 10-12% per annum

while growth in exports have been

erratic. Against demand of US$ 28.2

bn, the supply was a mere US$ 12 bn

in 2005-06 with electronic design

adding another US$ 3.2 bn.

Three recent developments lent

support to the astonishing figures

forecasted by this Report: 

1. The ggrroowwtthh of the IInnddiiaann

eeccoonnoommyy over the last few years is

keeping steady around 8% and

nudging double figures. 

2. The ggrroowwtthh in ddeemmaanndd  ffoorr

tteelleeccoomm  and IItt  eeqquuiippmmeenntt  which is

in excess of 30% per annum. 

3. The tteecchhnnoollooggiiccaall  aaddvvaanncceemmeennttss

in electronics are becoming the

heart and core of technology of all

products and are growing fast.

Electronics grows 
at a brisk pace
The activity in the hardware

segment is picking up and it

appears that India is coming out of

the shadows of WWttoo’’ss  IInnffoorrmmaattiioonn

TTeecchhnnoollooggyy  AAggrreeeemmeenntt (ITA-1), which

brought 217 tariff lines of electronic

components and It/Telecom

products to zero customs duty. FFrreeee

TTrraaddee  AAggrreeeemmeennttss (FTA’s) with

major business partner countries

are having the same impact on the

rest of the electronic products,

particularly consumer electronics.

These developments contributed to

uncertainty about the future of

electronics hardware in India and

discouraged investments during the

10 years up to 2005. 

The last few years have seen a

change in the fortunes of the

electronics industry due to a brisk

pace of growth in the market.

Electronics output is currently worth

about $16.1 against a market of $32

bn. Presently, the largest segment is

consumer electronics which is fast

losing its primacy to telecom. Today,

the market for cell phones alone

exceeds $4 bn per annum. 

Even with a brisk rate of growth, the

electronics industry in India

constitutes only about 1% of the

global electronics industry and is

miniscule by international

standards. Much smaller countries,

like Malaysia, Singapore, and

Thailand, boast larger electronics

industries. By comparison, demand

for electronics hardware in India is

growing rapidly and this growth rate

(+25%) is among the highest in the

world. In this situation, if domestic

production, which is barely 50% of

demand, does not accelerate, India’s

import bill for electronics may soon

exceed its oil import bill. 

Indian key sectors
The ccoolloouurr  ppiiccttuurree  ttuubbee  iinndduussttrryy

played a major role in the electronics

sector and today boasts a capacity of

about 20 million pieces per year. The

demand for colour picture tubes

(CPTs) rose steadily during the 1990’s

and major investments came in.

However, this changed after 2006

and has resulted in falling output and

unutilized capacity. CPT

manufacturers also encountered

difficulties because of competition

from imports. 

The growth in demand for tteelleeccoomm

pprroodduuccttss has been the most

impressive. With telecom penetration

at around 21%, this growth is

expected to continue through the

next decade. Penetration levels in

other high growth products such as

Computer/It products, auto

electronics, medical and Internet are

lower and growth in demand is

projected to stay brisk for the next 8-

10 years. With the Indian economy

growing at an impressive 8% per

annum, the projection of a $320 bn

plus market though optimistic is

quite possible and offers a good

opportunity to electronics players.

Factors driving 
growth of Ems
A growth area in electronics

manufacturing for India is the Ems

Indian electronics 
market and industry



(Electronics Manufacturing

Services) segment which has been

growing rapidly since last 3 years

and most global leaders have set up

base in India. 

This expansion is due to the rapid

growth in all segments of the

market for electronic hardware

products mentioned above, as well

as other growth drivers listed

below:  

Strong and growing domestic

demand for mobile phones, Pc,

consumer, medical, strategic and

automotive electronics;

Highly talented workforce,

especially for design and

engineering services;

Rising labor costs in western

countries and now also in Asia;

Presence of global Ems in India

and their plans for increased

investments in the Indian market;

More outsourcing of

manufacturing by OEMs.

Apart from the above factors, the

consistent growth in the electronic

hardware market is due to a

buoyant economy growing at 88%%

per annum, a large middle class of

350 million and spread of telecom

services to rural areas. 

Recent trends show that an

increasing number of engineering

and design activities are also being

outsourced to Ems companies and

they are becoming Odms (Original

Design manufacturers) and provide

final system integration and

logistical support. This is a

favourable trend given India’s

strengths in electronic design.

iiSSuuppppllii estimates that the value of

Indian Ems output will increase by

21% per annum to touch $2.03

billion in 2009 from an estimated

$935 million in 2005. 

iSuppli also predicts that “many

more Ems providers and Oems will

be heading to India over the next five

years because of India’s low cost

workforce. India has the potential to

become the next China”.

A more optimistic forecast for Ems

reconfirms that many more

companies will move to India and by

2010 electronics contract

manufacturers will handle about

30% of India’s electronics

manufacturing. On a projected

manufacturing base of US$ 40

billion, this could mean that Ems

may account for an output over

US$10 billion.

There is phenomenal growth

happening in the Indian market for

electronic equipment. This market

is fuelled by the growing middle

class, rising incomes, spread of

communication and expansion of

telecom network in the country.

The challenge for India is to convert

this burgeoning market into a

economic opportunity by expanding

manufacturing facilities and

creating employment. The key to

success for India lies in creating a

supportive fiscal environment and

infrastructure that would

encourage investments in high

value added electronics

manufacturing. At present, this

opportunity has been availed to a

very limited extent due to high

dependence on imported products.

Growth in manufacturing is being

fuelled by expanding Ems activity

which is catering to local and MNC

Oem brands which have a strong

presence in the local market.
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Indian Electronic Industry (2006-07)
Total $ 16.1* Billion
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The IIDDEEAA NNeewwsslleetttteerr
is promoted by
EElleettttrriimmppeexx  CCoonnssoorrttiiuumm

CCoommppoonneennttss
$ 2.15SSttrraatteeggiicc

EElleeccttrroonniiccss
$ 1.09 Bn

CCoommmm..
&&  BBrrooaaddccaassttiinngg
EEqquuiipp
$ 2.32 Bn

CCoommppuutteerrss
$ 3.12 Bn

CCoonnssuummeerr
EElleeccttrroonniiccss

$ 4.87 Bn

IInndduussttrriiaall
++  OOtthheerr

$ 2.55 Bn

Electronic Equipment Market: Unit forecast and end-user products 
(Units in Nos)

END- USER PRODUCTS 2003 2004 2005 2006 2007 2010 2015
TTeelleevviissiioonn 9,200 10,350 11,500 13,300 15,200 20,100 32,100
DDVVDD  PPllaayyeerrss 700 1,500 3,300 5,000 6,500 10,000 16,000
MMiiccrroowwaavvee  OOvveennss 475 590 770 930 1,108 1,732 5,196
SSeett  TToopp  BBooxxeess 780 1,081 3,918 6,057 9,000 20,594 47,495
VVCCDD  PPllaayyeerrss 6,250 7,500 8,250 7,838 6,660 5,663 2,510
WWiirreelleessss  HHaannddsseettss  13,125 22,080 35,508 53,191 87,872 199,237 530,463
DDeesskkttooppss 2,800 3,630 4,250 5,310 6,880 14,170 38,510
MMoonniittoorrss 3,800 5,000 6,500 8,150 9,620 17,500 43,500
LLaappttooppss 180 220 300 517.5 804 1608 4,020

Source: ISA - Frost&Sullivan Report ‘06Table 1

Electronics Production 
(Financial Year)

Source: Dept of Information Tech - Gov. of IndiaTable 2

ITEM 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07* 

1. Consumer Electronics 12,700 13,800 15,200 16,800 18,000 20,000
2. Industrial Electronics 4,500 5,550 6,100 8,300 8,800 10,400
3. Computers 3,550 4,250 6,800 8,800 10,800 12,800
4. Communication & Broadcast Eqpt. 4,500 4,800 5,350 4,800 7,000 9,500
5. Strategic Electronics 1,800 2,500 2,750 3,000 3,200 4,500
6. Components 5,700 6,600 7,600 8,800 8,800 8,800
Sub-Total 32,750 37,500 43,800 50,500 56,600 66,000




