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INTRODUCTION

I, the Chairperson, Standing Committee on Communications and Information
Technology (2024-25), having been authorized by the Committee do present this
Twenty First Report on the subject ‘Impact of Information Technology Agreement in the
new age’ relating to the Ministry of Electronics and Information Technology.

2. The Standing Committee on Communications and Information Technology (2024-
25) selected this subject for detailed examination and Report to the Parliament. The
representatives of the Ministry of Electronics and Information Technology, Ministry of
Communications (Department of Telecommunications), Ministry of Commerce and
Industries (Department of Commerce), Ministry of External Affairs (Legal and Treaties
Division), Centre for Trade and Investment Law (CTIL), India Cellular and Electronics
Association (ICEA) and Academy of Business Studies deposed before the Committee
on the subject on g™ April, 2025.

3. The Committee at their Sitting held on o September, 2025 considered and
adopted the Report.

4. The Committee wish to express their thanks to the representatives of the Ministry
of Electronics and Information Technology, Ministry of Commerce and Industries
(Department of Commerce), Ministry of External Affairs (Legal and Treaties Division),
Centre for Trade and Investment Law (CTIL), India Cellular and Electronics Association
(ICEA) and Academy of Business Studies for furnishing written information/views and/or
appearing before the Committee, which was of immense help in the examination of the
subject and report.

5. The Committee also place on record their appreciation for the invaluable
assistance rendered by the officials of Lok Sabha Secretariat attached to the
Committee.

6. For facility of reference and convenience the Observations/Recommendations of
the Committee have been printed in bold in Part-Il of the Report.

NEW DELHI; DR. NISHIKANT DUBEY,
11 September, 2025 Chairperson,
20 Bhadra, 1947 (Saka) Standing Committee on

Communications and Information Technology.



REPORT
Part-I
(Narration Analysis)
CHAPTER-I

. Introduction

1.1 The Information Technology Agreement (ITA) is a plurilateral agreement which
came into existence through the Ministerial Declaration on Trade in Technology Goods
at the WTO Ministerial Conference in Singapore on December 13, 1996. Subscribed
initially by 29 members, participation quickly increased at the beginning of 1997 when a
number of other members decided to join the Agreement. India joined the ITA on 25th
March 1997. As a part of India’s schedule, 217 HS lines are covered under the IT
Agreement for which the duty has been reduced to zero till 2005. As per ITA, HS
(Harmonised System) codes are used to classify goods for international trade. HS lines
are those related to Information Technology products. As on date, there are altogether
81 member signatories, including 27 EU member countries and Republic of Seychelles,
accounting for about 97 per cent of the world trade in Information Technology (IT)
products.

1.2  As the first and most significant tariff liberalization arrangement negotiated in
the WTO after its establishment in 1995, it led to the elimination of import duties on
products which in 2013 accounted for an estimated US$ 1.6 trillion, almost three
times as much as when it was signed in 1996. The ITA covers a large number of
high technology products, including computers, telecommunication equipment,
semiconductors, semiconductor manufacturing and testing equipment, software,
scientific instruments, as well as most of the parts and accessories of these
products. Today, trade in these products account for about 10% of the world
exports.

1.3  The ITA requires each participant to eliminate and bind customs duties at zero for
all products specified in the Agreement. Since the ITA concessions are included in the
participants WTO schedules of concessions, the tariff elimination is implemented on a
“Most-Favoured Nation” (MFN) basis. This means that even countries that have not
joined the ITA can benefit from the trade opportunities generated by ITA ({ariff
elimination. This is brought into effect by each member country notifying the tariff
reduction in their schedule of concessions.

Il. Salient Features of ITA-1

14 ITA-1 covers over 200 physical IT products broadly categorized under
semiconductors, computers, telecommunications equipment, and software.

1.5 The agreement provides for periodic meeting to review the product coverage in
the light of technological developments, experience in applying the tariff concessions, or
changes to the HS nomenclature, the Attachments to be modified to incorporate
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additional products. Agreement provides for review of non-tariff barriers, but no binding
commitments. There is no exit clause specified in the agreement.

1.6  The Harmonized System of Nomenclature (HSN) code is a globally standardized
6-digit system for classifying products traded internationally. The 6-digit code may be
extended by nations to more digits (e.g., 8 or 10) for domestic purposes or more
detailed categorization. India follows an 8-digit system for classification and tax
determination. The HSN codes are regularly updated/ replaced. A one to one mapping
of the then HS codes (HS 1996 system when ITA was introduced) with the currently
used code (HS 2022 system) has not been possible and it remains an area of dispute.

1.7 The HSN Code indicating a particular product is usually amended in 5 years.
These amendments, also called ‘Transposition of HSN Codes’ can lead to broadening
or shrinking of product categories under an HSN Code, affecting the scope of
commitments under ITA, and thus may often lead to disputes. The amendments carried
out in HS Codes until now are HS 1992, HS 1996, HS 2002, HS 2007, HS 2012, HS
2017 and HS 2022.

lll. Analysis

1.8 During the course of examination of the subject, while deposing before the
Committee, the representatives of the Ministry of Electronics and Information
Technology (MeitY) submitted that:

“‘As per the agreement, there is a review mechanism and periodic meetings to
review the product coverage in the light of new technological developments. This is what
is frequently happening. In addition, every five years, the World Customs Organisation
changes the harmonised system classification, the HS nomenclature. Usually, the
attachments are expected to be modified to incorporate additional items. So, this
incorporation of additional items is important because certain other items came up
subsequently. We have gone ahead and levied duties because we believe that we made
a mistake. By error, certain commodities or certain goods were added, which is why we
have gone ahead and levied. That is a matter of the WTO dispute. So, that is going on
parallelly. Then, it also provides for a review on non-tariff barriers, but there are no
binding commitments there. There have been some non-tariff barriers in the form of
Compulsory Registration Orders (CROs) within MeitY and in the form of the import
management system — technically speaking we do not call it non-tariff barriers, more a
monitoring system — for certain categories of IT hardware import. So, those have been
brought in. We believe that those are WTO-compliant. Those are intended to support
this entire mechanism. Unfortunately, in the agreement itself, there is no specific exit
clause. So, this is legally the current provision as far as this agreement is concerned.
India joined the ITA on 25th of March, 1997”.



1.9

When asked to provide details of Most Favoured Nation (MFN) basis of tariffs

elimination, Zero (customs) duty clause for IT hardware/electronics products along with
impact of zero-duty imports under the ITA on domestic electronics manufacturers in
India, MeitY stated as under:

1.10

“MFN principle within the WTO

. The MFN principle within the WTO mandates that member countries treat
all other WTO members equally in terms of trade benefits, such as tariffs and
market access. This means that if a country offers a specific trade benefit to one
member, it must extend the same benefit to all other members. The MFN
principle aims to prevent discrimination and promote a level playing field in
international trade.

. The ITA requires each participant to eliminate and bind customs and other
duties at zero for all products specified in the Agreement. Since the ITA
concessions are included in the participants’ WTO schedules of concessions, the
tariff elimination is implemented on MFN basis.

Impact of zero-duty imports under the ITA on domestic electronics
manufacturers in India:

. The zero-duty imports under the ITA impacted India’s domestic electronics
manufacturing sector by increasing import dependence and hindering local
growth. The elimination of tariffs made imported electronics cheaper, benefiting
consumers but making it difficult for Indian manufacturers to compete, especially
against established players from countries like China and South Korea due to
lack of technology, skill etc. This led to a surge in imports and a widening trade
deficit. Additionally, the lack of tariff protection discouraged investment in
domestic manufacturing, resulting in limited technology transfer and minimal
development of a local component ecosystem. As a result, much of India’'s
electronics industry remained focussed on assembling imported parts rather than
full-scale manufacturing, limiting value addition and employment generation”.

On being asked to provide brief chronological details of ITA product expansion

negotiations in WTO since its inception and new IT products that have been added in
the tariffs elimination list during recent years and kinds of non-tariff barriers which are
being considered for elimination, MeitY replied:

“The ITA 1.0 was concluded in December, 1996 at the WTO’s Singapore
Ministerial Conference by 29 participants, committing to eliminate tariffs on a
wide range of IT products. It entered into force in 1997, with the goal of covering
90% of global IT trade.

India signed the ITA 1.0 in 1997 as per HS 1996 wherein 217 HS lines were
covered on which duty was reduced to zero in phased manner.

On December 16, 2015, ITA 2.0 was signed by over 50 WTO members to
eliminate tariffs on additional 201 |IT products, including advanced
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semiconductors, GPS devices, medical equipment like MRI machines, and
optical lenses.

e This expansion aimed to address new technological developments and facilitate
global trade in emerging IT sectors.

¢ India is not a signatory to ITA-2.

e The HS codes are reviewed periodically after every 5 years; thus, the HS codes
were revised in 2002, 2007 and so on. In 2002, there were not many changes in
HS codes w.r.t. electronics sector but in 2007 there were major changes.

e The WTO formulated the HS schedule for the developing countries for
transposition as per HS 2007 and a window of three month was given for
comments and it was indicated that if no comments are received within this
period, the India's schedule would be considered as ratified. The schedule was
ratified on 12.5.2015. This lead to changes in India's schedule and many product
lines were bound at zero duty.

e The ITA primarily focusses on tariff elimination; there is no provision for
mandatory elimination of non-tariff barriers (NTBs)”.

111 When the Committee wanted to know about the most contentious and
unfavourable clauses in ITA for India and other developing countries, the Committee
were apprised by MeitY as under:

e “ITA is a plurilateral agreement but is implemented as multilateral agreement.
The ITA's comprehensive tariff elimination is the most contentious and
unfavourable clauses in ITA. The scope of coverage is much wider and may
cover future products and technologies also. The implementation of ITA is done
through modification of WTO schedule. The modification of schedule as per
Article XXVIII of the GATT 1994 is extremely difficult.

e The ITA does not provide a clear mechanism for renegotiating or withdrawing
from specific tariff commitments, making it difficult for India to formally revise its
obligations”.

1.12 Replying to a query regarding the current level of MFN applied tariffs for the
products under the ITA expansion, MeitY stated that:

“The MFN applied tariff for products covered under the ITA expansion is zero for
signatory countries. Country-wise schedule is available at WTO Website”.



CHAPTER-II

Impact of ITA on India — Electronics Manufacturing and Trade Balance

2.1

According to MeitY, the ITA has had a significant impact on India's electronics

manufacturing sector since India signed it in 1997. While the ITA contributed to making
electronic products more affordable for consumers and facilitated the import of
advanced technologies, its effects on India's domestic Electronics Manufacturing have
been mixed. Some of the key impacts are as enumerated below:

()

(i)

Increased Import Dependence

Reduction in Tariffs: One of the core aspects of the ITA was the elimination of
tariffs on a wide range of IT products. While this benefitted consumers by
reducing the cost of electronics like computers, smart phones, and
semiconductors, it also made it difficult for India’s domestic electronics
manufacturing sector to compete with cheaper, imported products.

Growth of Imports: As a result, India became heavily reliant on imports of
electronic components and finished products, especially from countries like
China, Taiwan, and South Korea. This led to increase in trade deficit in
electronics sector.

Hindrance to Domestic Manufacturing

Weakening of Local Industry: The reduced tariffs under ITA agreement and
cheap imports promoted the imports and there was no attraction for the local
manufacturers to scale up and invest in domestic production. Many Indian
manufacturers struggled to compete against established global players, who
had access to more advanced technology, capital, and economies of scale.

Limited Technology Transfer: The free flow of IT products into India did not
always result in significant technology transfer or capacity building in the
domestic industry. This led to a situation where India was primarily an
importer and consumer of electronics rather than a manufacturer.

Cyber security: The globalized nature of IT products has also exposed
systems to increased risks, including data breaches and cyber-attacks. While
ITA has lowered barriers to technology access, it has also raised questions
about global cyber security standards and data protection.

(i) Delay in Building an Electronics Manufacturing Ecosystem

Lack of Component Ecosystem: While India saw a boom in IT services and
software, its hardware and component manufacturing ecosystem remained
underdeveloped. Unlike countries like China, which used tariffs and policies
to build a strong domestic manufacturing base, India lacked the infrastructure
and policy support needed to establish a robust ecosystem for electronics
manufacturing.
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* Assembly vs. Manufacturing: Much of the electronics manufacturing that did
occur in India was limited to the assembly of imported components rather
than full-fledged production. This limited the value-addition and employment
opportunities that the sector could generate.

2.2 The Ministry of Electronics and Information Technology also stated that the ITA
has played a transformative role in shaping global trade in information technology
products since its inception in 1996. As we move into a new Age marked by
advancements in Al, 5G, block chain, and other emerging technologies, the impact of
ITA is still evolving. As submitted by MeitY, some of the key ways the ITA is impacting
and continues to influence the global tech landscape are as follows:

e Trade Liberalization: The ITA significantly reduced tariffs on a wide range of
IT products such as semiconductors, computers, software, and
telecommunications equipment. The zero-duty regime has led to:

3

3

3

Increased global trade in IT products, making them more accessible
and affordable.

Growth of the digital economy as more businesses and consumers
gained access to affordable technology.

A boost to global supply chains, fostering greater interdependence
between countries producing and consuming IT goods.

e Expansion of Tech Markets: With tariff reductions, emerging markets gained
easier access to advanced technologies, enabling:

3

3

Digital transformations in developing countries, helping them catch up
with more advanced economies.

Growth in e-commerce, mobile banking, and digital education, which
helped address some of the socio-economic challenges in less
developed regions.

Al and Automation: The availability of more affordable computing
power and sensors has accelerated Al research and adoption, making
Al-driven technologies more accessible globally.

5G and Connectivity: Telecommunications equipment covered under
the ITA has enabled faster deployment of 5G networks, revolutionizing
industries like healthcare, manufacturing, and transportation.

» Internet of Things (loT) Devices: The ITA has facilitated the
growth of loT by lowering costs of sensors, networking hardware, and
other essential components, leading to a more connected world.

e Encouraging Innovation and Competition: The reduction in cost of ITA
goods has stimulated:

3

Innovation as companies reinvest savings from reduced tariffs into
R&D, fostering the development of new technologies like Al, loT, and

6



2.3

cloud computing.

» Global competition, as companies from all over the world could more
easily enter new markets, leading to increased product diversity and
efficiency.

¢ Environmental and Sustainability Impacts

» E-waste: The increased consumption of IT products, partly driven by
the ITA, has contributed to the global e-waste challenge. However, the
ITA has also opened markets for green technologies such as energy-
efficient devices and recycling equipment.

» Smart Cities: The availability of low-cost technologies has fuelled
smart city initiatives that focus on sustainability, energy efficiency, and
resource management, often leveraging ITA-enabled devices like
sensors and connectivity tools.

e Expansion of ITA

» With the rapid development of new technologies, there is a push to
expand the ITA to cover new-generation technologies like Al chips,
autonomous vehicles, and 3D printing equipment, ensuring the
agreement remains relevant in the 21st century.

» Expansion into services and digital goods: As the global economy
becomes more service-oriented, many countries are considering
extending the ITA’s principles to cover digital trade and services, such
as cloud computing or data analytics, to reflect the realities of the
modern economy.

When asked to furnish the details regarding how the Information Technology

Agreement had impacted the growth of India's IT, electronics and hardware
manufacturing sector and in what ways the ITA had contributed to the increase in IT
product imports in India, the MeitY in its written reply has furnished the following:

24

“The ITA has had a mixed impact on India’s IT and electronics sectors. While it
lowered costs and supported the growth of the IT services industry by enabling
duty-free imports of key equipment, it had a negative impact on the domestic
hardware manufacturing. Although the ITA opened markets for export of
electronics and IT goods, India could not reap the benefits due to limited
technology, skills, scale of production etc. The elimination of tariffs made imports
cheaper and more attractive, discouraging local production and increasing
reliance on countries like China and South Korea. The broad and open-ended
product coverage under the ITA also limited India’s ability to protect emerging
technologies, contributing to a growing trade deficit and a weak electronics
manufacturing ecosystem.

. The details are given in Annexure-I".

The Committee sought to know the advantages India got as a member in ITA and

whether it had gained in IT hardware/electronics exports during the last 10 years.
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Further, the Committee also wanted to know the impact of the ITA on India’s trade
balance in the IT hardware/electronics manufacturing sector and the Indian share in
Global IT products trade. In reply, the following information was provided by MeitY:
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2.5

“India’s membership in the ITA has offered some benefits, such as duty-free
access to global markets, increased FDI, international product standards and
quality. Further, due to reduced cost of ICT goods, India excelled in software and
IT-enabled services (ITES).

According to the WTO Report in 1996, India was not listed on the list of major
exporters of ITA products, however, in 2015; it registered a 0.1% share in the list
of major exporters of ITA products.

The elimination of tariffs led to a surge in imports, while domestic manufacturing,
especially in hardware and components, struggled to grow. Overall, the ITA’'s
impact on India’s electronics trade balance has been largely unfavourable.

The Import export trend of ITA goods as per data available at WTO website
indicates that the trade deficit is increasing.

Since 2014, exports have grown at a Compound Annual Growth Rate (CAGR) of
approx. 19% and the imports have grown at a slower rate of approx. 8%”".

Import Export data for ITA-1 goods as per WTO

84,776 g3 g3

71,417

56,073

52,672 .+53,284 52,876
40,583 ..
37,521
l l

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

1392

B IMPORT (In millions USD) M EXPORT (In millions USD)

Further, regarding value addition in the electronics sector in India, the

representatives of MeitY while deposing before the Committee submitted that:
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“Currently, the value addition in the electronics sector, in India, is between 18 to
20 per cent. After the implementation of the component ecosystem scheme, our
objective is that we want to double it to about 35 to 40 per cent, which we think is a good
thing because we will still continue to import certain components. We cannot get away.
But it will come from trusted sources because that is the way the trade works. And more
importantly, the components that we make in the country, we need to make it
competitively. So, they will be exported as components also. In addition to supplying to
Indian final goods assembly, they will also be exported as components. So, this is
basically the design of the scheme for two reasons. One reason is that it is a part of the
global value chain and we want to be a part of it, and secondly, what we manufacture as
components needs to be internationally competitive, and therefore, they will be exported
as components”.

2.6 The Department of Commerce while deposing before the Committee about the
global value chain submitted as follows:

“The global production was not confined to production in one country, except for
agriculture products, which are in WTO parlance. When we negotiate, we use the term
wholly-obtained, which means that you will give a concession to a country only if that
agricultural produce is produced in that country. For example, if wheat is produced in
India, then, only that concession will be given for wheat to India, or if corn is produced in
US, then that concession will only be given to US. The concept was wholly-obtained.
That was a concept of an agrarian sector. As we move towards industrial sector, and as
industrial sector broke down in MNCs and the global value chains, in fact, there is a
WTO report which says that 70 per cent of the global trade is now through MNCs, and
most of it is intra-firm trade. So, whatever is accounted for in the national account’s
statistics or the international statistics, that is not the trade which is happening between
the countries, but in fact, it is happening between the companies. So, that is how the
statistics, export imports, as rightly pointed out, that if you are importing components, it
will be import, but that company has to import those, because if they have to do
assembly, then they have to import that. That will be shown in your import statistics.

The second phenomenon of things moving into a global value chain, and as
rightly mentioned that if you look at these value chains, a large number of countries are
involved, and products are moving from one border to another”.

2.7 The Ministry of Electronics and Information Technology while replying on the
negatives and disadvantages of India's membership in ITA and to a question of India
losing out to other countries due to binding provisions of ITA, submitted that:

“India’s membership in the ITA has brought certain disadvantages, primarily due

to its binding zero-tariff commitments leaving India as a net importer with limited

gains in domestic capability or global competitiveness. These have led to a surge

in cheap IT imports, especially from China and ASEAN countries, widening

India’s electronics trade deficit and undercutting domestic manufacturers. At the
9



2.8

time of joining ITA-1, India’s electronics sector was underdeveloped, and the
removal of tariffs prematurely exposed it to global competition, stifling growth.
Unlike countries such as China or Vietham, which joined after building stronger
industrial bases, India lacked the technology, skills, scale, infrastructure, and
policy flexibility to benefit from the agreement. Moreover, the ITA incentivized
low-value assembly over full-scale manufacturing, limiting domestic value
addition and technological advancement. India also experienced revenue loss by
eliminating tariffs on over 200 product lines”.

When asked about the countries which gained maximum from ITA in terms of

volume of trade and IT exports, MeitY replied:

29

“According to the WTO Report, China is the major gainer as it acquired the top
position and had 33% of global share in the export of ITA products during the
period of 1996 to 2015 while the share of the EU and USA shrank and became
16% and 9% respectively.

Apart from China, the other primary beneficiaries include South Korea, Taiwan,
Singapore, Vietham etc.

On being questioned to enumerate reasons with respect to Chinese success, it

was replied by MeitY that:

Timing: While China was already benefitting from the ITA as a member of the
WTO since 2001, its formal accession to the ITA itself took place in 2003.

Manufacturing Scale: China developed robust electronics manufacturing
ecosystem, specializing in semiconductors, computers, and telecom equipment,
before joining ITA in 2001. This allowed it to exploit tariff-free access to global
markets effectively.

Global Value Chains: China integrated deeply into Global Value Chains (GVCs),
producing both components (e.g., ICs, PCBs) and finished goods (e.g., smart
phones, laptops). Its role as the “world’s factory” enabled high export volumes.

Policy Support: Government subsidies, special economic zones, and investments
in R&D enhanced competitiveness.

Cost Advantage: Low labour costs and economies of scale allowed China to
dominate price-sensitive markets, outcompeting countries like India”.

Further, China joined ITA six years after India from a position of strength as the

global export factory in electronics manufacturing. China’s electronics industry had
benefitted substantially from ITA-1. Extraordinary investments, subsidies by Chinese
government and predatory pricing by Chinese companies most verticals supported the
momentum.

2.10 While examining the subject, the Committee inquired about the details with
regard to signatory countries of ITA 1.0 who are reconsidering their decision and are yet
to take a decision to sign ITA 2.0. and the primary reasons for such reconsideration,

10



MeitY furnished the following in reply:

o “It's difficult to definitively pinpoint signatory countries of ITA 1.0 that are
specifically reconsidering their decision and haven't yet signed ITA 2.0. The ITA
2.0 expansion was agreed upon in 2015 at the Nairobi Ministerial Conference by
24 signatory countries, the list includes 54 countries as on date”.

11



CHAPTERA-III

. ITA 2.0 and its Impact
Genesis of ITA 2.0

3.1 According to Department of Commerce, in the light of new technological
developments, some WTO members considered that the current product coverage of
the ITA-1 should be expanded. At the Nairobi Ministerial Conference in December 2015,
ITA -2 was adopted to eliminate tariffs on 201 additional IT products, covering $1.3
trillion in annual trade. At present India is not a signatory of ITA 2.0.

3.2 The annual trade in these 201 products is valued at over $1.3 ftrillion per year,
and accounts for approximately 7% of total global trade today. The new accord covers
new generation semi-conductors, semi-conductor manufacturing equipment, optical
lenses, GPS navigation equipment, and medical equipment such as magnetic
resonance imaging products and ultra-sonic scanning apparatus. The use of IT
technologies, increased productivity and spurred the creation of IT-enabled industries
and services by lowering the cost of communication networks and IT equipment and
these have been achieved through the agreements.

Il. ITA 1.0 vis-a-vis ITA 2.0

3.3 When the Committee asked the Ministry of Electronics and Information
Technology (MeitY) to furnish the details of ITA 1.0 and ITA 2.0 objectives and
declarations, WTO schedules of concessions, elimination of tariffs and non-tariff barriers
and current status of implementation, MeitY provided the following information:

“WTQO’s Information Technology Agreement (ITA) is a plurilateral trade deal
under the WTO aimed at eliminating tariffs on a broad range of IT products to
boost global tech trade. It began as ITA 1.0, launched through the 1996
Ministerial Declaration in Singapore, and was later expanded as ITA 2.0 in 2015.

ITA1.0
o Initially signed by 29 WTO members, now covering over 80 participants including
India, it mandates zero tariffs on items like computers, semiconductors, telecom

equipment, software, and scientific instruments.

e The agreement is plurilateral but applied on an MFN basis, meaning all WTO
members benefit, even if they haven’t signed it.

e Product coverage includes items listed under the 1996 Harmonized System (HS)
codes in Attachments A and B of the declaration.
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3.4

ITA2.0

India is not a signatory to ITA 2.0.

Adopted in 2015 by 53 members (excluding India), ITA 2.0 expanded the list by
201 products including semiconductors, medical electronics, and testing

equipment.

Implementation involved updating tariff schedules with a three-year staging
period (until 2019 for initial members).

Objectives
Eliminate tariffs on IT goods.
Boost global trade and innovation in the IT sector.

Facilitate access to technology and encourage investment in high-tech industries.

MeitY was asked to explain in detail about the Information Technology

Agreement in the New Age and the position of India in comparison to other countries in
respect of World Trade Organisation (WTO) with special focus on turnaround in trade
since ITA as compared to pre-ITA period. The following submissions were made by the
Ministry:

3.5

“The WTO has published a detailed report entitled “20 years of Information
Technology Agreement” wherein global scenario of pre and post ITA trade in ITA
products (export and import respectively) is reflected. Inter-alia, it indicates that:

ITA products export scenario: The top three exporters of ITA products in 1996
were the EU, USA, and Japan enjoying a share of 31%, 20%, and 15%
respectively while China had only a 2% share. However, in 2015, China acquired
the top position and had 33% while the share of the EU and USA shrank and
became 16% and 9% respectively. It reveals that the major beneficiary of the ITA
is China. In 2015, India’s share in world export is 0.1%.

ITA products import scenario: The top three importers of ITA products in 1996
were the EU, USA, and Japan having share of 34%, 22%, and 7% respectively
while China had only 2% share. However, in 2015, China acquired the top
position and had 23% while the share of the EU and USA shrank and became
20% and 15% respectively. It reveals that import of ITA products was also
drastically increased in China. In 2015, India’s share in world import was 2%".

MeitY was further queried to explain whether the global trade in ITA goods

became more competitive after ITA as compared to the pre ITA period with significant
change in the role of developed vis-a-vis developing countries and strengthening of
global production network by increased participation of developing countries. To this,
the Committee were apprised by the Ministry as under:

“Yes. The WTO report indicates a major change in the role of developed vis-a-
vis developing countries. China is one of the top beneficiaries among the
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developing countries. Apart from China, Vietham, Taiwan, and South Korea like
countries have taken advantage of the ITA”.

3.6 Dwelling further on the same issue, the Committee catechized the Ministry
whether there had been a significant increase in the affordability of IT goods resulting
from a decline in price during the post-ITA period as compared to the pre-ITA period.
To this, the reply was as under:

“Yes, ITA has been associated with increased affordability of IT goods due to
price declines. The ITA, which eliminates tariffs on certain ICT products, has
contributed to both a reduction in prices and an increase in trade, leading to
wider access to technology for consumers and businesses”.

3.7 Since ITA covers a large number of high technology products, including
computers, telecommunication  equipment, semiconductors, semiconductor
manufacturing and testing equipment, software, scientific instruments, as well as most
of the parts and accessories of these products, MeitY was queried if it proposed to
include other items under this agreement. To this pointed query, MeitY answered
categorically that:

“No. The Ministry is not considering inclusion of other items to the Agreement”.

3.8 The Committee noted that due to ITA, India became heavily reliant on imports of
electronic components and finished products, especially from countries like China,
Taiwan, and South Korea and this had led to increase in trade deficit in electronics
sector. The Committee wished to know how MeitY viewed this phenomenon and what
steps were being taken by them to overcome this dependency. In its reply, the Ministry
submitted the following:

e “Theoretically, the concept of ITA seems to be quite attractive but it went against
the Indian domestic manufacturing of ICT products which is still at a nascent
stage. China had protected its electronics industry and created a robust
component ecosystem before joining the ITA. On the other hand, similar steps
were not taken by India, and as a result, the domestic electronic industry of India
is almost wiped out.

e The Ministry has taken several initiatives to promote domestic manufacturing in
the electronics sector [Ref. Annexure-lI]".

3.9 Observing that the availability of more affordable computing power and sensors
had accelerated Al research and adoption, making Al-driven technologies more
accessible globally due to technology transfer under ITA, the Committee wanted to
know the course of action being devised by MeitY to meet the challenges posed by fast
expansion of Al and Automation. To this, the Ministry replied:

o “Artificial Intelligence (Al) and automation are the future of the industry. However,
it may create a mixed impact. The development of Al technology is creating new
markets and employment opportunities in vital industries, including transportation,
health, education, and the environment. According to experts, the rapidly
increasing improvements in Al will continue and widely considered to be game-
changers in a variety of industries. This technological development may also
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3.10

pose novel kinds of challenges, like high cost of implementation, no creativity,
unemployment, etc.

The Ministry has taken initiative in this arena and has started the IndiaAl Mission.
The Cabinet has approved over Rs 10,300 Crore for IndiaAl Mission on
07.03.2024. 1t will Empower Al Startups and Expand Compute Infrastructure
Access”.

When asked to comment on growth in e-commerce, mobile banking, and digital

education, which helped address some of the socio-economic challenges in less
developed regions due to tariff reduction under ITA, the Ministry of Electronics and
Information Technology have made the following submission:

3.1

“Tariff reduction due to ITA-1 has resulted in widespread availability of low-cost
smart phones, laptops, and internet-enabled devices. These have enabled small
businesses to access broader markets through e-commerce platforms, promoting
rural entrepreneurship and employment. Mobile banking services have expanded
financial inclusion by bringing digital payments and Government benefits to
remote areas, reducing dependence on cash and informal financial systems.
Similarly, digital education initiatives have helped bridge the learning gap by
providing students in underserved regions with access to online resources.
Together, these developments have helped address socioeconomic challenges
and support inclusive growth by leveraging the opportunities created through ITA-
led technology access.

In order to improve the digital literacy rate, especially in rural India, the
Government of India implemented a scheme titled “Pradhan Mantri Gramin Digital
Saksharta Abhiyan (PMGDISHA)” to usher in digital literacy in rural India by
covering 6 crore rural households (one person per household) across the country.

Unified Payment Interface (UPI) is the leading digital payment platform. National
Payments Corporation of India (NPCI) has rolled out innovative UPI features such
as UPI 123 Pay and LiteX which are targeted to promote UPI adoption in areas
with low internet connectivity”.

The Committee wanted to know if ITA had opened the doors of new markets to

the private players or it had cornered the micro and small industries from the market.
The Ministry of Electronics and Information Technology in its reply has submitted that:

“ITA has opened access to global markets by reducing tariffs, lowering the cost of
IT goods, and enhancing the competitiveness of MSMEs. However, on the other
hand, ITA has also intensified competition by allowing a surge of cheaper
imports, which has posed serious challenges to domestic manufacturers,
especially smaller players. Some of the positive and negative impacts are as
follows:

. Positive impacts include reduced costs, improved access to technology,
enhanced competitiveness, global integration, innovation and productivity, etc.
For example, Major private players benefited from easier access to high-quality,
tariff-free hardware, improving competitiveness in the global IT services
market.ITA enabled the import of advanced components (semiconductors,
servers, routers, etc.) at zero tariffs, helping startups and large private firms to
develop high-tech products.
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. Negative impacts include increased competition, disruptions in domestic
manufacturing, dependence on imports, etc. India's electronics hardware
manufacturers, especially MSMEs, couldn't compete with zero-duty imports.
Example: Domestic manufacturers of motherboards, printed circuit boards
(PCBs), and power supplies were unable to compete with cheaper imports and
many shut down”.

3.12 During the course of examination, it was seen that unlike ITA-1, ITA-2 included
products without established six-digit HS classifications, making it difficult for developing
countries to anticipate future trade implications. In view of this, the Committee sought
how the Ministry viewed this development and what was the way forward to counter it.
The Ministry of Electronics and Information Technology has submitted the following:

e “The Products Coverage under ITA 2.0 is similar to that of ITA 1.0 by
enlisting a list of 6-digit HS codes in Attachment A and also a list of
products as Attachment B, irrespective of HS codes. The products in
Attachment B will be covered under the Agreement wherever they will be
classified. The products covered under Attachment B create ambiguity as
the HS codes are not clearly defined.

India has not signed ITA-2".

3.13 The Committee found that due to the zero tariffs under ITA-1, India became an
easy target for low-cost electronics imports, especially from China — a country far ahead
in its electronics manufacturing industry. It was also inferred that the existing domestic
producers may become domestic assemblers and traders in the IT products. On being
beseeched to comment, MeitY has stated:

“The Ministry has taken several initiatives to promote domestic manufacturing
[Ref. Annexure-ll]. Since the electronics industry is at a nascent stage, a well-
structured strategy is being adopted, which includes (i) starting with the assembly
of finished goods; (ii) intensify the assembly with domestic value addition; (iii)
cultivate domestic component ecosystem; (iv) be self-sufficient in raw materials;
and (v) finally move towards manufacturing of end-to-end product. Accordingly,
the schemes/programs are being crafted and implemented. The impact of the
strategy is now become visible [Ref. Annexure-lll]".

3.14 When queried to elaborate on India’s ITA dispute in WTO and also provide
details of ITA 2.0 w.rt signatory Member States, new products coverage, review
mechanism and exit clause, MeitY replied:

“WTO Dispute for ICT products
The Panel on India — Tariffs on ICT Goods (DS582/ DS 584 / DS 588) was

established by the DSB on June 29, 2020, and composed on August 31,
2020.

EU is the complainant in DS 582. At the same time, Japan is the complainant
in DS 584 and Chinese Taipei in DS 588.
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3.15

The Panel circulated the final report to all WTO members on April 17, 2023.
The report was not in favour of India.

The ITA-2 finalized in 2015, was signed by 54 WTO member countries,
including major economies like the United States, China, European Union etc.
ITA 2.0 covers a broader range of advanced ICT products, such as advanced
semiconductors, GPS devices, medical equipment like MRI machines, optical
lenses etc. There is review mechanism for product coverage in the light of
technological developments, experience in applying the tariff concessions, or
changes to the HS nomenclature. There is no specific exit clause in ITA -2.

While furnishing the present status of disputes w.rt. ICT products at WTO,

MeitY has submitted that Department of Commerce provided the following information:

3.16

. “In DS582 (EU) - the EU included on the agenda of the DSB meeting on
07 December 2023 that they intend to seek for adoption of the Panel
report. Hence India appealed against the Panel report on 08 December
2023.

In *DS588 (Chinese Taipei) - Both countries have jointly decided and
communicated their intention for deferment in the adoption of the Panel
report till 26 April 2024. The DSB in its meeting on 18 December 2023
had accepted it.

While in DS584 (Japan) - India appealed against the report in May 2023.
Further, it is indicated that DoC is waiting further communication from the
complainants. The Ministries/Departments are requested to provide their
inputs/comments (if any)".

Note: *Presently India and Chinese Taipei are engaged in MAS (Mutually
Agreeable Solutions) negotiation.

When inquired by the Committee to provide the import-export statistics of leading

countries in ITA along with a comparative analysis of gains/losses made by India under
ITA-1 in comparison to USA, China, Taiwan, South Korea, EU and other leading
countries, MeitY in its written reply furnished the following information:

“‘Data available at WTO Tariff & Trade Data | Analysis / Imports & exports
pattern for the period 2020 to 2024 has been compiled as depicted below:

Economy:

Source: Trade Data
India Monitor

Trade:

Exports
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https://ttd.wto.org/en/analysis/import-export-patterns
https://ttd.wto.org/en/analysis/import-export-patterns

2024 2023 2022 2021 2021
% Share of % Share of % Share of % Share of
% Share of Millions Millions US Millions US Millions US Millions US
US $30,392.28 $26,247.09 $19,278.71 $13,899.63 $9,692.47
1 World 100 100 100 100 100
United
States of
2 America 33.56 3444 22.37 18.98 19.57
European
3 Union 27.2 22 .91 28.69 20.33 21.3
United Arab
4 Emirates 9.67 12.51 14 .46 16.86 1478
United
5 Kingdom 5.38 5.16 5.06 522 3.55
Russian
6 Federation | 2.91 1.29 0.71 3.14 2.84
7 China 2.31 242 3.09 6.85 6.16
Hong Kong,
8 China 1.86 2.64 227 2.74 3.16
Saudi
Arabia,
9 Kingdom of | 1.55 1.58 1.74 0.8 0.81
10 Mexico 142 1.42 0.91 0.66 0.75
11 Tarkiye 1.28 1.59 0.72 0.95 1.52
12 Japan 1.16 0.73 1.5 1.88 0.64
13 Singapore 0.94 1.25 224 1.82 2.54
14 South Africa | 0.74 1.11 1.49 1.54 1.64
15 Australia 0.72 1.11 0.82 0.87 1
16 Bangladesh | 0.57 0.44 0.66 1.38 1.39
17 Israel 0.56 0.66 0.8 144 1.81
Korea,
18 Republic of | 0.55 0.31 045 047 0.78
19 Canada 0.54 0.71 0.68 042 0.5
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1.23

20 Viet Nam 0.52 0.48 0.55 1.24
Source: Trade Data
Economy: | India Monitor
Trade: Imports
Product: ITA1
2024 2023 2022 2021 2020
% Share of % Share of % Share of | % Share of
% Share of Millions Millions US Millions US Millions US Millions US
US $83,592.90 $84,775.91 $73,486.25 $71,416.83 | $52,825.81
1 World 100 100 100 100 100
2 China 42.04 39.75 40.28 48.68 43.85
Hong Kong,
3 China 11.09 12.38 11.9 14.49 16.1
European
4 Union 8.35 12.02 10.28 572 6.11
5 Singapore 7.61 7.74 8.43 7.37 7.87
Chinese
6 Taipei 744 557 544 3.15 2.87
7 Viet Nam 4.96 4.71 465 4.33 6.15
Korea,
8 Republic of | 4.89 4.27 5.1 3.79 3.95
United
States of
9 America 429 3.76 4 342 3.89
10 Malaysia 2.3 244 2.38 1.98 1.99
11 Japan 1.99 2.09 2.03 1.67 1.88
12 Thailand 1.58 1.5 1.74 1.15 1.29
United
13 Kingdom 0.66 0.64 0.62 0.62 0.73
14 Mexico 0.6 0.64 047 0.32 0.62
15 Israel 0.51 0.56 0.57 0.63 0.85
16 Philippines | 0.36 0.42 04 0.31 0.33
17 Switzerland | 0.3 0.32 0.31 0.29 0.37
United Arab
18 Emirates 0.28 0.22 0.56 0.9 0.42
19 Indonesia 0.21 0.23 0.21 0.17 0.16
20 Canada 0.17 0.23 0.14 0.12 0.14

3.17 Detailed examination of the subject revealed that with ITA, cheap as well as duty-
free import of components had helped Indian companies to source components at
cheaper cost, which made exports more profitable/competitive. In order to substantiate
the fact, the Committee wanted to know how Indian domestic market would be affected

and how affordable would be our exports, if tariffs were levied on it. MeitY replied:
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3.18

“The key ICT components at cheaper or duty-free rates significantly reduce
production costs and make exports more competitive. However, if tariffs were
imposed on these components, it would raise production costs, making Indian
goods more expensive both domestically and internationally. This would reduce
the competitiveness of Indian exports, especially in price-sensitive markets, and
could diminish India's market share”.

On being ascertained about the extent the ITA had hindered India's ability to

impose tariffs for protecting its emerging domestic IT industries and how the ITA had
influenced India's ability to adopt policies for self-reliance in technology production,
MeitY has outlined as:

3.19

“Some of the major hindrances emerged after signing ITA and its influence on
India's ability to adopt policies for self-reliance in technology production are as
follows:

By signing the original ITA in 1997, India committed to eliminating tariffs on a
wide range of IT and electronics products. This included computers,
semiconductors, telecom equipment, and other high-tech goods. This
commitment is binding under the WTO, meaning India cannot reintroduce tariffs
on these items without violating its international obligations.

While advanced economies benefitted from liberalized access to Indian markets,
Indian firms still in their infancy had to compete against large, well-established
global players.

Tariff barriers often play a key role in import substitution strategies, which are
central to self-reliance. Under the ITA, India cannot impose duties even when a
domestic alternative is available.

Further, due to MFN commitments, India cannot apply discriminatory tariffs on
imported electronics and IT products, limiting the effectiveness of these
initiatives”.

When the Committee desired to know how successfully India had put forward

its point through in WTO w.r.t. ITA for preserving the policy flexibility of the Government
to support its domestic producers to the maximum possible extent and what institutional
or legal constraints India had encountered in renegotiating or reforming its commitments
under the ITA, the Ministry has made the following submission:

“The ITA does not provide a clear mechanism for renegotiating or withdrawing
from specific tariff commitments, making it difficult for India to formally revise its
obligations. However, India has filed rectification request as per Article XXVIII of
GATT to modify the binding commitments under schedule XII.

EU, Chinese Taipei and Japan has filed dispute in WTO against India’s
imposition of tariff on certain ICT goods. The decision of WTO Dispute Settlement
Body (DSB) is not in favour of India. However, India has filed the Appeal against
the decision of WTO Dispute Settlement Body (DSB). While WTO members can
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renegotiate bound tariffs under GATT Article XXVIIl, this is a complex, time-
consuming process and is rarely used for plurilateral agreements like the ITA”.

3.20 On the issue of imposition of Basic Customs Duty (BCD), the following was
submitted by MeitY:

“The meeting of the Inter-Ministerial Committee (IMC) comprising of member from
MeitY, DoT, DoC and DoR was held on 03.05.2017 in MeitY to review and evolve
a harmonized view on imposition of Basic Custom Duty (BCD) on electronic
goods covered under ITA-1. Based on the detailed analysis, it was concluded that
cellular mobile phones were not covered under the ITA-1 of WTO and the IMC
recommended imposition of BCD of 15% on cellular mobile phones and parts
thereof (presently covered under HS 85171210, HS 85171290 & HS 851770), in
accordance with the PMP (Phased Manufacturing Programme) notified by MeitY.
Accordingly, BCD was imposed on certain IT products and parts thereof”.

3.21 While examining the subject, the Committee found that mobile phones were not
included in ITA-1 and despite this the same were imported at zero duty for years. Even
though India’s decision in 2018 to impose 20% duty on import of mobile phones resulted
in increase of domestic production, it led to international legal disputes and economic
losses. With this, India’s mobile production reached three lakh crores and exports
reached about one lakh crore. In view of the above facts, the Committee wanted to
know why they were allowed to be imported at zero duty for so many years and whether
the Ministry had sought any kind of clarification or amendment from the WTO in this
regard. Details of initiatives currently being taken by MeitY to protect and encourage
mobile manufacturing in India were also sought for. Accordingly, MeitY submitted their
reply as under:

e “Mobile phones existed in 1996. However, it was not covered under the specific
HS code (8525.20) agreed for zero duty treatment under the ITA. It was
supposed to be classified under tariff item 8543.89 of the HS1996, which covers
"other" products falling under heading 8543, which covers "electrical machines
and apparatus, having individual functions, not specified or included elsewhere in
this Chapter which was not covered under zero duty treatment.

The Ministry has initiated Phased Manufacturing Programme (PMP) and
Production Linked Incentives specifically for Mobile phones. Further, the
initiatives taken by the Ministry to encourage the manufacturing of mobile and
other ICT products is given in Annexure-Il”.

3.22 Examining further, the Committee wanted to know the views of MeitY about
data localization and permanent moratorium on digital goods and services imposed by
USA. In response, MeitY stated that:

“Cross-Border Data Flows and Data Localization:

India has enacted a Personal Data Protection law, the Digital Personal Data
Protection (DPDP) Act of 2023. The rules for implementing the DPDP Act are
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under development. The law states that personal data can flow freely across
borders unless notified otherwise by the Central Government [Section 16]. At the
same time, the DPDP -2023 Act also states that nothing contained in the Act shall
restrict the applicability of any law for the time being in force in India that provides
for a higher degree of protection for or restriction on transfer of personal data by a
Data Fiduciary outside India in relation to any personal data or Data Fiduciary or
class thereof.

Furthermore, there are existing sectoral laws (RBI circular on payment system
related to be stored only within India, Unified Access License for Telecom Service
Providers requires local storage and local processing of subscriber information,
Cloud computing initiative Meghraj impanels providers that have physical and
virtual hardware only in India, etc.).

Customs Duty on Electronic Transmissions:

At present, the WTO decision has put a temporary moratorium on imposing
customs duties on electronic transmissions. This decision is renewed every two
years at the Ministerial level.

The meaning and scope of electronic transmissions are not established yet.
Developed countries propose a permanent moratorium (i.e., no customs duties
on e-transmissions ever)”.

3.23 On being asked to provide the current status of India’s Carbon Border Adjustment
Mechanism (CBAM) with respect to EU, the following submission was made by MeitY:

“India’s relationship with the EU's Carbon Border Adjustment Mechanism (CBAM)
is complex and fraught with concerns. The CBAM, which aims to level the playing
field for EU producers by ensuring imported goods face similar carbon pricing as
domestically produced goods, is viewed by India as a trade barrier and a
potentially discriminatory measure. India argues that the CBAM could negatively
impact its exports to the EU, particularly in sectors like steel and aluminium, and
that it contradicts the principle of "common but differentiated responsibility” within
international climate agreements. The EU, however, maintains that the CBAM is
a WTO-compatible measure designed to prevent carbon leakage and encourage
global decarbonisation”.

3.24 On seeking a comprehensive list of all the Quality Control Orders (QCOs) that
were applicable on electronics and IT imports into India alongwith its relevance and
utility vis-a-vis ITA-1, MeitY furnished the following:

“The following regulations are applicable on electronic sector:

e Electronics and Information Technology Goods Requirement of Compulsory
Registration) Order, 2021 notified by MeitY.
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e Mandatory Testing and Certification of Telecom Equipment (MTCTE) notified by
Department of Telecommunication”.

3.25 About the achievements made under Digital India Programme and timelines to
meet the targets, MeitY submitted as under:

“Digital Public Infrastructure (DPI): DPI approach is all about taking benefits of
digital technologies in delivering public as well as private services in equitable
manner to all including urban and rural areas. DPI, such as Aadhaar, DigiLocker,
Unified Payments Interface(UPI), Digital Infrastructure for Knowledge Sharing
(DIKSHA), E-Sanjeevani, Government e-Marketplace (GeM), etc, are available and
accessible to all without any discrimination.

Pradhan Mantri Gramin Digital Saksharta Abhiyaan (PMGDISHA): In order to
improve the digital literacy rate, especially in rural India, the Government of India
implemented a scheme titled “Pradhan Mantri Gramin Digital Saksharta Abhiyan
(PMGDISHA)” to usher in digital literacy in rural India by covering 6 crore rural
households (one person per household) across the country. As on 31% March 2024,
as against a total target of covering 6 crore beneficiaries, more than 7.35 crore
candidates were enrolled and 6.39 crore were trained, out of which 4.78 crore
candidates were certified under the PMGDISHA Scheme across the country. The
training & certification under the PMGDISHSA Scheme has been officially concluded
on 31.03.2024.

National Knowledge Network: National Knowledge Network (‘NKN’) carries the
digital-traffic of National/state Data Centres (NDCs/SDCs), State-Wide Area Networks
(SWANSs) and provides connectivity to various Digital India initiatives. It also carries
digital-traffic of various G2G (Government to Government) and G2C (Government to
Citizen) services. NKN also inter-connects all knowledge institutions across the
country through high-speed data communication network to encourage sharing of
resources and collaborative research. So far, 1,810 links to institutions had been
commissioned and made operational under NKN.

BHASHINI: BHASHINI aims to transcend language barriers, ensuring that every
citizen can effortlessly access digital services in their own language. Using voice as a
medium, BHASHINI has the potential to bridge language as well as the digital divide.
Launched by Honourable Prime Minister in July 2022 under the National Language
Technology Mission, BHASHINI aims to provide technology translation services in 22
scheduled Indian languages.

Aadhaar: Aadhaar is the world’s largest digital identity programme that provides
biometric and demographic-based unique digital identity; which can be authenticated
anytime, from anywhere and also eliminates duplicate and fake identities. As on date,
141.88 Crore Aadhaar numbers have been generated.

Common Services Centres — CSCs are offering Government and business services
in digital mode in rural areas through Village Level Entrepreneurs (VLEs). Over 800
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services are being delivered through CSCs, including Government services, financial
services and services related to Aadhaar, various social welfare schemes, education,
tele-medicine, travel bookings and utility payments. So far, 5.72 lakh CSCs are
functional across the country (rural + urban), out of which 4.51 lakh CSCs are
functional at the Gram Panchayat(rural) level.

DigiLocker: It is a platform for issuance and verification of documents & certificates
digitally. It has facilitated more than 51.49 crore users and made available 943.36
crore issued documents. Several fintech companies, working on banking and
financial sector, are using DigiLocker for easy onboarding of users.

Unified Mobile App for New-Age Governance (UMANG): UMANG is unified
platform for all Indian Citizens to access pan India e-Gov services ranging from
Central to Local Government bodies and other citizen centric services. Currently,
2,132 services from 209 Central/State/UT Departments have been on-boarded on
UMANG.

myScheme: myScheme is a National Platform that aims to offer one-stop search and
discovery of the Government schemes. The platform helps the citizens to find the
right Government schemes for them. It also guides on how to apply for different
Government schemes. So far, there are a total of 3,400 schemes published out of
which Central government schemes are 540 whereas State/UT Government schemes
are 2,860.

e-Sign: e-Sign service facilitates instant signing of forms/documents online by
citizens in a legally acceptable form. The services are being leveraged by various
applications using OTP based authentication services of UIDAI. More than 94.90
Crore e-Sign issued by all e-Sign service Providers (ESPs).

MyGov: It is a citizen engagement platform that is developed to facilitate participatory
governance. Presently, over 3.64+ crore users are registered with MyGov,
participating in various activities hosted on MyGov platform.

MeriPehchaan — National Single Sign-on (NSSO) platform called MeriPehchaan has
been launched in July 2022 to facilitate / provide citizens ease of access to
Government portals. Currently 13,395 services of various Ministries/States have been
integrated with NSSO.

In addition, citizens across the country have also been enabled to access e-services
under various initiatives, such as National scholarship Portal, e-Hospital etc.

Further, Digital India has set timelines and phased targets. For instance, PMGDISHA
has achieved the target and the training & certification under the PMGDISHSA
Scheme has been officially concluded on 31.03.2024.CSC has concluded on March
2024 The other initiatives are also planned in phased manner with specific aims/
targets”.
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3.26 Global Value Chain

Global Value Chain (GVC) refers to the full range of activities that economic actors
engage in to bring a product to market, and it refers to the interconnected series of
activities involved in producing a good or service, where different stages occur across
multiple countries. This includes activities like design, manufacturing, marketing, and
distribution, all of which contribute value to the final product. In context of these facts
mentioned above, MeitY was asked to explain the whole cycle of Global Value Chain in
the context of high-end electronics and semiconductor products like mobiles, laptops,
computers and chips etc. The Committee also wanted to know about the amount of
value addition that was being done at various stages of productions across international
borders and whether ITA had contributed successfully to global value chain addition.
Further, the Committee also wanted to know about the countries which were major
beneficiaries of the global value chain in Electronics manufacturing. In reply to the
above, the MeitY stated that:

“The Global Value Chain refers to the entire process of designing, producing,
assembling, and distributing a product, with each stage potentially occurring in
different countries. In high-end electronics, this chain is highly fragmented and
globally distributed. The chain begins with activities with the highest value
addition e.g research, design, and software development and typically conducted
in the developed nations. The manufacturing of core components like
semiconductors, displays, and batteries are done in China South Korea Taiwan
etc. Sub-assembly, module integration and Assembly, Testing, Marking, and
Packaging (ATMP) are often carried out in Southeast Asian countries like
Malaysia and Vietnam, India etc. The final stages, including branding, marketing,
and distribution, managed mostly by the parent company e.g. Apple, Samsung
etc. ITA has leveraged the GVC by providing zero duty treatment from
components to end products. The Major Beneficiaries of Electronics GVC are
China (Assembly hub, strong ecosystem, scale and labour), Taiwan (high-end
chip manufacturing), South Korea (Components’, displays etc.), USA (Dominates
in design, IP, and software, High capture of profit margins), Vietham & Malaysia
(low-cost alternatives for assembly), Japan (precision equipment, sensors, high-
tech materials)”.
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CHAPTER-IV

Challenges and constraints posed by the ITA and Government’s
Initiatives

41 According to the Department of Commerce (Ministry of Commerce and Industry),
due to ITA-1, some domestic electronics industry stagnated. Influx of duty-free imports
stifled domestic production. It produced limited value addition and brought about high
dependence on China and SE Asia. Zero tariffs made local manufacturing non-
competitive. India missed the opportunity to build a robust electronics hardware base
like China or Vietham due to high imports. There was also a lack of scale and
ecosystem development for components and semiconductors.

4.2 When the Committee sought explanation about the challenges faced by India due
to the signing of ITA in developing a competitive domestic electronics/hardware industry,
MeitY in its written submission has furnished the following details:

“Some of the major challenges are as follows:

. Lack of Domestic Component Ecosystem: The signing of the ITA has led
to an influx of finished products while simultaneously reducing incentives for the
development of a robust domestic component manufacturing ecosystem. Most of
the critical components e.g. microchips, display panels, and integrated circuits
are imported from countries like China, Taiwan, and South Korea, rather than
being produced locally. India has faced difficulties in establishing its own
indigenous semiconductor and component manufacturing capabilities, which is
crucial for creating a self-reliant and competitive electronics industry.

. Limited Protection for Domestic Manufacturers: Local manufacturers are
unable to charge competitive prices for their products because they face lower-
priced imports at zero duty from economy countries. This has hindered the
growth of domestic production capacity and innovation. The Trade Remedial
Measures e.g. Anti-Dumping Duty, Safeguard Duties etc. are complex and time
consuming.

. Inadequate Focus on R&D and Innovation: Domestic manufacturers in
India have often struggled to invest in Research and Development (R&D) and
innovation. While international companies may have invested significantly in R&D
and have more advanced technologies, Indian companies face challenges in
competing on technological innovation due to limited access to capital and lower
technological capabilities. The focus has often been more on assembly and low-
end manufacturing rather than on high-value, innovative products. The Indian
market quickly flooded with imported IT goods, limiting space for local firms to
scale or invest in R&D".
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4.3 Further, while deposing before the Committee about various incentive Schemes
to boost Electronics Manufacture, the representatives of the Ministry of Electronics and
Information Technology submitted as follows:

“The Design Linked Incentive Scheme is part of the India Semiconductor Mission.
In the Design Linked Incentive Scheme, we have been having some issues. People
have come to us with suggestions. So far, about 21 companies have taken advantage
of it. But more companies want to come in. They have pointed out certain limitations.
We are in the process of modifying the scheme in order to enable more companies to
take advantage on the design space so that higher value addition takes place and again
better-quality jobs are created. The other part what we are encouraging is also what are
called Global Capability Centres (GCC) especially in the engineering R&D space
because that creates a considerable employment of engineering R&D personnel,
higher-end M Techs, PhDs, those kinds of people. It also creates a positive spill over in
terms of when they quit multinational or other companies, set up start-ups and innovate.
So, that is the other part. The employment in that sector is also rising considerably. In
the latest budget, the hon. Finance Minister had announced that we will do a GCC
Framework. Many States have come up with GCC policies of their own. The Ministry is
currently engaged in preparing the Global Capability Centre Framework which will
address part of the issue”.

4.4 Adding further, about component ecosystems and value chain, the Ministry of
Electronics and Information Technology submitted as under:

“Coming to the other issue, given the tariff situation, whether India will become
more expensive and whether they will abandon. That is always a risk because the
assembly industry that way requires very little capital investment. So, it can move fairly
quickly, which is why the component ecosystem. That is why we want to deepen the
value chain because then we are more competitive in manufacturing and people do not
stick here only because the labour is cheap. They are here because it is a competitive
destination to manufacture, which is why the component ecosystem. The other point
the hon. Chairperson has already answered that relative to some of our competitors,
compared to China, compared to Indonesia, compared to Vietham, who are three or four
major competitors in the electronic space, we seem to be at a relative advantage on the
tariffs regarding the US. Of course, as the Commerce Secretary already pointed out, we
are in the process of negotiating our bilateral trade agreement. Hopefully, that should
give us some certainty. Of course, we are in an uncertain phase right now. But what
we are looking forward to very hopefully be that all of these issues get resolved moving
forward, which we think would probably create an even bigger opportunity for India. So,
that is the outlook and that is what we are planning for”.
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4.5 MeitY while elaborating about the strategies for imports and import of
components, also submitted before the Committee that:

“Then, about inputs and the import of components, | think what we are adopting
is a much calibrated policy. We fully realise that as long as we are focussing on
assembly, and as | said, in the component scheme, we are not focussing on all kinds of
components. We are focussing on limited number. It is very strategic. We are
focussing on two categories. One is where the value addition is likely to be higher.
Therefore, we bring in more value addition. Where, as part of the materials, it is at least
about four to five percent, and then it is worth focussing on. The second part is where
we have, Indian industry has some kind of a presence and where they can scale up and
adapt quickly, things like Printed Circuit Boards (PCBs) and so on, where we can scale
up quickly. These are the two categories. Unlike the previous schemes, unlike the
MCEPs, and SPECS, if you look at the list of what we have identified under the
component ecosystem, it is very specific and very limited because we want to be
strategic; we want to make an intervention where it matters. So, that is how it has been
structured. Now, we will have to be very nuanced and calibrated regarding the policy on
the taxation or rather tariffs on inputs. We are well aware of that. Currently you would
have noticed, in the last budget also, most of the input tariffs have come down. But then
we will slowly have those input which will get manufactured in India and in sufficient
quantity. Those tariffs will have to go. That is something that we are clear about”.

4.6 On being ascertained about after India’s signing of ITA, what are the key
regulatory and policy conflicts/constraints which have arisen between India’s industrial
goals and ITA obligations and whether the Country’s commitment to the ITA constrained
its autonomy in policy-making in the IT & electronics/ hardware manufacturing sector,
the following submissions have been made by MeitY':

. “The inability to impose tariffs due to India’s commitment to ITA, has
limited India’s capacity to pursue import substitution strategies, which are central
to self-reliance efforts such as 'Make in India' and 'Atmanirbhar Bharat'.

. By agreeing to eliminate tariffs on a wide range of IT products, India gave
up a key industrial policy tool protective tariffs that many countries historically
used to nurture their domestic industries”.

4.7 Considering that the ITA with its wider product coverage had restricted /limited
India’s flexibility to protect sensitive or strategic sectors, the Committee enquired

whether it had impacted the capacity to incentivize indigenous production of IT &
electronics goods through tariffs or subsidies. To this, the Ministry replied as:

“By signing the ITA in 1997, India agreed to eliminate tariffs on a wide range of IT
and electronics products, including semiconductors, computers, telecom
equipment, and components. This limited its ability to use protective tariffs, a
common policy instrument for developing countries to nurture emerging
industries. As a result, India has been unable to shield its domestic hardware and
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electronics sector from low-cost imports, particularly from more advanced
manufacturing economies thereby weakening the competitiveness of local firms”.

4.8 Dwelling on the point that India lacked the infrastructure and policy support
needed to establish a robust ecosystem for electronics manufacturing and most of
the electronics manufacturing that occurred in India was limited to the assembly of
imported components rather than full-fledged production, the Committee wished to
be apprised of that besides assembling, what measures were being taken by the
Ministry to encourage and boost electronic goods/components manufacturing
ecosystem in India. To this, MeitY replied as under:

“Government of India envisions positioning 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.
Government of India’s goal is to broaden and deepen the country’s electronic
manufacturing ecosystem as well as increase India’s participation in electronics
Global Value Chains (GVCs). The Government has taken several measures to
boost electronics manufacturing including semiconductors in the country and
incentivizes large investments in the electronic goods and appliances as well as
to promote exports. The steps taken by the Government for deepening and
broadening the electronic manufacturing are available in Annexure I1”.

4.9 Further, on being queried as to how much funds had been reserved for creating
an ecosystem of R&D and innovation under PLI Scheme, MeitY provided the following
in their written submission to the Committee:
“Under the PLI Scheme 2.0 for IT Hardware, no dedicated fund is explicitly
reserved for R&D and innovation. However, R&D is indirectly supported as
expenditure incurred on R&D and technology transfer is considered as eligible
investment under the scheme”.

410 Regarding Government Initiatives to boost local manufacturing, MeitY has
provided the following details:

Governments Initiatives

* Phased Manufacturing Program (PMP): In response to the challenges posed
by the ITA, the Indian Government launched the Phased Manufacturing
Program (PMP) in 2015 to encourage domestic production of mobile phones
and their components. Under this program, tariffs were reintroduced on
specific components while exempting others to gradually build local
capabilities in stages.

* Production-Linked Incentive (PLI) Scheme: In 2020, the Government
introduced the PLI scheme to incentivize large-scale manufacturing in India
by offering financial incentives for increasing domestic production. This was
part of India’s broader strategy to reduce its dependence on imports and
become a hub for electronics manufacturing, especially in sectors like mobile
phones and its components. The Government has also launched PLI scheme
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for IT hardware to promote the domestic manufacturing of Laptops, tablets,
Servers etc. The Government has also taken initiative of ‘Semicon India’ to
promote manufacturing of semiconductors in the country.

e Make in India Initiative: Government has a vision to position India as a global
hub for Electronics System Design and Manufacturing (ESDM) and create an
enabling environment for the industry to compete globally. Government of
India has taken various initiatives and notifled Phase Manufacturing
Programme, CAP-EX and OP-EX based incentive schemes to broaden and
deepen the electronics manufacturing ecosystem. Under the Make in India
initiative, the Government has been working to attract global companies to set
up manufacturing facilities in India. This has already led to companies like
Apple, Samsung, and Foxconn increasing their manufacturing presence in
the country.

411 While tendering evidence before the Committee regarding PLI scheme, the
Department of Telecommunications (Ministry of Communications) submitted that:

“Since the PLI scheme was introduced, we have had a significant increase in the
volume of telecom equipment exports from countries. Second, the telecom equipment
import has stabilized in the sense that we have been able to keep it".

412 When asked MeitY to comment on weakening of Local Industry, Limited
Technology Transfer and Cyber security challenges in connection with ITA and the
details of measures adopted by the Ministry to meet these challenges, MeitY in its
written reply has stated the following:

. “The duty-free import of IT products under ITA has made it difficult for
Indian manufacturers to compete with cheaper and often more technologically
advanced imports.

. The Ministry has taken several initiatives to promote domestic
manufacturing in the electronics sector.

. ITA liberalizes trade but does not mandate technology sharing. As a
result, high-end technology remains concentrated in advanced economies. The
ITA has nourished monopoly of big companies to manufacture anywhere and
sell anywhere in the world duty free leading to limited Technology Transfer to
smaller industries. This <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>