
IASLearning.in 
GS Paper 3 
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and their effects on industrial growth. 

Navigating Challenges in India's Semiconductor Strategy: A Call for Strategic 
Reforms 
Introduction: Unraveling the Hurdles in India's Semiconductor Journey 

This article scrutinizes the hurdles encountered by India's Semiconductor Design-Linked Incentive 

(DLI) scheme, falling short of its ambitious target. The semiconductor strategy aims to enhance self-

reliance, reduce import dependency, and integrate into the global semiconductor value chain. 

Analyzing the challenges with the DLI scheme sheds light on the imperative need for strategic 

reforms. 

 

Unveiling the Goals of India's Semiconductor Strategy 

1. Reducing Import Dependence: 

 The overarching goal is to diminish reliance on semiconductor imports, particularly 

from China, with a focus on strategic and emerging sectors. 

2. Building Supply Chain Resilience: 
 The strategy seeks to fortify the semiconductor supply chain by integrating into the 

global value chain (GVC), leveraging India's comparative advantages. 

3. Leveraging Design Expertise: 

 Harnessing India's strength in chip design, housing the design houses of major global 

semiconductor players and a pool of skilled chip design engineers. 

 

Dissecting the Issues with the DLI Scheme 

1. FDI Barriers and Domestic Status: 
 The requirement for beneficiary start-ups to maintain domestic status and limit FDI 

raises concerns, hindering their flexibility and potential for international collaboration. 

2. Funding Challenges: 

 The capital-intensive nature of semiconductor design demands robust domestic 

funding, yet the lack of a mature start-up funding ecosystem poses a substantial 

challenge. 

3. Incentive Adequacy: 

 The capped incentives under the DLI scheme, set at ₹15 Crore for Product DLI, are 

deemed insufficient, hampering its attractiveness for start-ups engaged in 

semiconductor design. 

4. Nodal Agency Concerns: 

 The dual role of the nodal agency, Centre for Development of Advanced Computing 

(C-DAC), as a market player raises apprehensions of a potential conflict of interest, 

necessitating a review of its role. 

 

Charting the Way Forward: A Strategic Reform Agenda 

1. Holistic Focus on Design Capabilities: 

 Shifting the scheme's focus towards nurturing design capabilities within India, 

regardless of the entity's registration, to align with the broader objective of bolstering 

indigenous semiconductor expertise. 

2. Enhanced Focus on Design Stage: 

 Recognizing that stimulating the design ecosystem is less capital-intensive, the 

financial outlay of the DLI scheme should be amplified, placing a strategic emphasis 

on the design phase. 

3. Nodal Agency Reform: 

 Examining the Semiconductor Fabless Accelerator Lab (SFAL) under the Karnataka 

government as a potential model for the DLI scheme's implementing agency. Ensuring 

transparency, efficacy, and minimizing conflicts of interest. 
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Conclusion: Recalibrating Policies for Semiconductor Excellence 

In conclusion, recalibrating India's semiconductor strategy requires a comprehensive approach. 

Strategic reforms addressing FDI barriers, funding challenges, incentive adequacy, and concerns with 

the nodal agency are imperative. By fostering design capabilities and redirecting focus to critical 

stages, India can establish a formidable presence in the high-tech semiconductor sector. 
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Navigating the Transformative Shifts in India's Toy Industry 
Introduction: India's Toy Industry in Transition 

This analysis delves into the current state of India's toy industry, witnessing a remarkable turnaround 

from a trade deficit to a net exporter status. Examining the factors contributing to this transformation, 

concerns arising, and outlining strategic recommendations, this overview encapsulates the dynamic 

landscape of India's evolving toy sector. 

 

Current State of the Toy Industry: A Positive Trajectory 

1. Net Exporter Status: 
 After a 23-year trade deficit, India achieved a positive balance of ₹1,500 crore in 

2020-21. 

2. Export Surge: 

 Notable growth with a 239% increase in toy exports from 2014-15 to 2022-23. 

3. Declining Imports: 

 A significant 52% reduction in toy imports during the same period. 

4. Tariff Elevation: 

 Strategic elevation of customs duty from 20% to 70% in 2023, fortifying protectionist 

measures. 

 

Catalysts for Improvement: Unpacking the Dynamics 

1. Protectionist Policies: 
 Government-led initiatives, including heightened import duties and quality control 

orders, fuelled the industry's resurgence. 

2. Non-Tariff Barriers: 

 Implementation of stringent quality control measures created entry barriers, ensuring 

adherence to domestic standards. 

3. Global Supply Chain Disruption: 
 The global disruption induced by the COVID-19 pandemic inadvertently benefited 

domestic producers by curtailing toy imports. 

4. Make in India Campaign: 

 The 'Make in India' campaign since 2014 aimed to stimulate domestic manufacturing, 

propelling growth in the toy sector. 

 

Concerns Looming Over the Horizon 

1. Over-Reliance on Protectionism: 
 The industry's reliance on protective measures raises concerns about long-term 

sustainability and global competitiveness. 

2. Stagnation in Domestic Production: 

 Despite the trade balance shift, there's a lack of substantial progress in enhancing 

domestic toy manufacturing capabilities. 

3. Risk of Rent-Seeking Behavior: 
 Prolonged protectionist policies may lead to complacency, focusing more on securing 

government support than driving innovation and productivity. 
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Strategic Imperatives: A Roadmap for Sustainable Growth 

1. Complementary Investments: 

 Align protectionist policies with strategic investments to foster innovation and 

productivity within the industry. 

2. Domestic Capability Enhancement: 
 Direct focus on expanding local manufacturing capabilities to bolster the resilience 

and competitiveness of the domestic toy sector. 

3. Industry-Specific Infrastructure: 

 Develop tailored public infrastructure catering to the unique needs of the toy industry, 

providing a conducive environment for growth. 

4. Avoiding Policy Entrenchment: 
 Mitigate the risk of long-term policy entrenchment by balancing protectionist 

measures with an emphasis on continuous improvement and adaptability. 

5. Transparent Policy Review: 

 Foster transparency through the dissemination of research studies, ensuring informed 

decision-making and effective policy adjustments. 

 

Conclusion: Paving the Way for a Globally Competitive Toy Industry 

In conclusion, India's toy industry undergoes a transformative phase, propelled by protectionist 

policies. Strategic alignment with investments, domestic capability expansion, and transparent policy 

frameworks are pivotal in ensuring sustained growth and global competitiveness. As India navigates 

this trajectory, a balanced and proactive approach will determine the industry's position on the world 

stage. 
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