HIGH ON PLI

How the govt's

production-linked

incentive scheme
isfuelling Dixon's
global dreams
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ixon Technologies right

nowisabeshive of activity,

Itis building a new facility

in Noida o make L3 million
laptops for Taiwanese PC maker Acer,
The facility must be up and ranning
in four months,

The pace of activity will only
increase. Last week Dixon wona
similar contract from Lenovo, the
Chinese personal computer maker
and the third largest Information
technology (IT) hardware brand in
India, to assemble laptops and
notebooks,

Chough the cllentele In these two
ca Talwanese and Chinese, Dixon
is acompany reaching for the stars
with its feet planted firmly in the
Indian government's policy. Both the
contracts are under the revamped
production Hinked incentive scheme
tor IT products.

And reaching for the stars it s,

sunil Vachani, executive
chairman, says he hopestoend this
calendar year with Dixon as the
world" 5
{electronic manufactu
player, rising to the top 1C e years,
and top five in 10 years, Dixon was
number21in2022.

Based on Statista, Dixon isthe
second largest EMS plaver in In
behind Bharat FIH, part of FoXconn.

"We have leveraged the PLI
{performance-linked incentive)
scheme tobuild scale and i
stepping stone for Dixon tobe
global champion, selling locally as
wellas exporting from India,” vachani
told Business Srandard.

The stockmarket seemsto
appreciate the reasoning. Dixon's
stock price on the Bombay Sm’k
Exchange has risen rom 2,929 0n
March 1this year 106,377 on Tuesday.
With a commitment of 248,000 crore
of production revenues under the PLI
scheme insix years, Kotak
Institutional Research p
Dixon is targeting a 17 pe

jects that
cent share of

the IT produces market by 2030,
“withthe Indian laptop market
estimated to be around $10 billion
annually, even if we take a 10 per cent
shari

it would be a 210,000 crore
s for us every year,” Vachani
ess Standard,

But he is not content with laprops.
Dixon straddles fiveof the 14 PLIs
where itiaeligible: mobiled

ED

components, and telecom networks,

Eyeon PLI

Vachani learnt the ropesofthe
electronics business from his father,
SunderT Vachani, who founded
‘eston Electronics, and was the first
mbler ol colour relevisions in

th South Korean brand LG
{then called Lucky Gold Star). Weston
shrunk under the onslaught of

father gave him thre
things to help him staron his ow
small capital, the name Dixon, and hls
blessings. Vachan! tock the three and
on into an EMS company
that gradually notched up revenue
i ones: From under 23,000 crore
in the pre-PLIyear of FY19toan
estimated 18,000 crore inthe
current financlal vear,

Before PLI, Dixon used lO assemble

the new plant getting re; dﬂ\ and others
already manning, it will have acapacity
e make 70 million phones annually,
ofwhich 40 million will be feature
phonesand 30 million smartphones.
With an annual demand of 180 millien
phonesin the country annus
Vachanisays, Dixon controls more
than 35 percent af the total capaciry.
With new contracts to assemble
phonessealed with Xiaomi and Itel,
and ongeing contracts with Reliance
Jio Bharat phones (it has already
assembled Lamillion ofthose) and
Mokka (1 milliona menth), vachani
expects Dxon to be at full capacity by
the end of nextyear. It is
also making phones for
exports, worth 1,200 crore
last vear, and aimsto
increase [t o 32,000 crore
this financial year, ICICI
securlties projects that
mohile phones will account
for &l per cent of Dixon's
revenues by FY2e, from 50
per cent currently.
The second plank of Dixon's
strategy istobuild the domestic
supply chain, which would reduce

blessings

safeevenafter PLIis over.”
says Vachanl,

Vachani's father
gave him three
things to help him
startup: A small
capital, the name
Dixon, and his

Sunil Vachani, executive chairmin, Dixon, is raking in laptop contracts but is also

present in four other PLI segments
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Some components will be made in-
house, others through joint ventures,
and seme will be sourced from thi
parties. Vachani irisa
prion thar EMS players do
not localise. Inautomated washing
machin s, Dixon’s
localisation isalready 75 per cent, in
refrigerator componentsitis 85 per
cent, and in LED lighting 60 per cent.

“In China, mobile value-addition is
40 percent, InIndla we are at 18 per
cent Inthree years. That Is because
50 per cent of the bill
of materials is
semiconductars, which
have imported,”
says Vachanl,

Dixon, he says, will
surely participate In the
proposed PLI scheme for
nen-semiconductor
components.

Up against big boys

Dixen's global ambition will
inevitably bring it toe-to-toe against
global giants, which are expanding
their footprint in India. Foxconn, the
largest contract manufacturer of
IPhanes, already does S10 billlon in

“Benchmark Electro nIcs{uSJ

Fabrinet {Cayman Island)
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annual business, 4 per centofits
global revenues, In India through 30
factorles, It has announced further
investments of § illion inthe
country ta build more mobile making
and component capaci
wearables and hearables
icals) and assemble electric
apart from foraying into

billion inrevenues in Fy24, which
would place it 15th ar 16th in the world
among EMS plavers. The number 10,
NewKinpo Group in Taiwan, has
revenuesof $6.9 billion. Flex, at
number five, had revenues of
$29 billion in 2022,

hat Dixon has poing for itis the
1l growing market for EMSin
nternet, communications,
telecomand electronics), which is
already at $900 billion globally, while
Indiaaccounts foronly 2.3 percent ol
it Yel the domestic demand for such
products was $110billlon last year and
would treble in five years. So thereds
FOOm L0 grow, says Vac .

What has differentizted Dixon
from many other home grown
companiesisthat it has never
defaulred onthe PLI pre-conditions
for gerting incentives: & minimonm
yearly Investment for three to four
vearsand a vearly threshold
production value for five to six
year: obiledevices, three aut
efthe five home grown companies
have falled to meet these targets for
allthe three years,

Wachani says he wants to ensure
that anyone in the ICT space, who is
looking at Tndia (or an EMS pan
should first think of Dison. Tha
be an incentive scheme on its own.




