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EY Alerts cover significant 
regulatory news, developments 
and changes in legislation that 
affect Indian businesses. They 
act as technical summaries to 
keep you on top of the latest 
regulatory issues. For more 
information, please contact  
your EY advisor. 

 

Executive summary 

The Union Cabinet has approved Semicon 2.0*, a comprehensive program with an 
outlay of INR1,27,500 crore (approximately US$13.2 billion**), aimed at 
accelerating the development of India's semiconductor ecosystem.  

Building on the momentum generated under Semicon 1.0, the program seeks to 
strengthen capabilities across both Front-End of Line (FEOL) and Back-End of Line 
(BEOL) segments while supporting the creation of a broader semiconductor 
ecosystem spanning design, materials, equipment, fabrication, advanced 
packaging, research and development and talent development. 

While the scheme notification and operational guidelines are awaited, the 
government has indicated that Semicon 2.0 will adopt a holistic ecosystem 
approach spanning six strategic pillars.  

The program is expected to catalyze approximately INR4 lakh crore (about 
US$41.56 billion) investments, while supporting annual production value at INR2 
lakh crore (about US$20.78 billion) and expected to generate annual exports of 
approximately INR1 lakh crore (about US$10.39 billion). 

These targets reflect India's commitment to strengthening its position in the global 
semiconductor value chain, deepen domestic capabilities across strategic 
technologies, and establish itself as a globally competitive semiconductor hub. 

 

* Source: Press Information Bureau (PIB) Press Release dated 15 July 2026 
** US dollar equivalent has been calculated using an exchange rate of INR96.25 per US$ 
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Key highlights  
The government has indicated that Semicon 2.0 will 
support the development of a comprehensive 
semiconductor ecosystem through six strategic pillars: 

 Design: Support for semiconductor IP creation, chip 
design and system-level product development through 
grant-based, co-investment and/or royalty-linked 
funding mechanisms. 

 Machines and materials: Incentivizing manufacturing 
and R&D of semiconductor equipment, specialty 
materials and chemicals and gases, with support of up 
to 30% of eligible investment. 

 Setting up more fabs: Support for silicon fabs, 
compound semiconductor fabs, display fabs and other 
semiconductor fabrication facilities, with support of up 
to 40% for silicon fabs and 35% for other fabs. 

 Further strengthening the Assembly, Testing, 
Marking, and Packaging (ATMP)/Outsourced 
Semiconductor Assembly and Test (OSAT) ecosystem: 
Support for advanced and conventional packaging 
facilities, including up to 35% support for advanced 
packaging and 25% for conventional packaging 
projects. 

 Research & Development: Focus on advanced 
semiconductor technologies and next-generation 
nodes through industry and institutional collaboration, 
with support of up to 75% including state incentives. 

 Talent development: Continued investment in 
semiconductor design and manufacturing talent 
development, including support of up to 75% for 
eligible initiatives including state support. 

 

 

Impact and significance 
Semicon 2.0 represents an important shift in India's 
semiconductor strategy. While the first phase primarily 
focused on establishing anchor manufacturing projects, 
the new program seeks to strengthen the entire 
semiconductor value chain and address critical  
ecosystem gaps. 

Particularly noteworthy is the inclusion of semiconductor 
equipment, materials, chemicals and specialty gases within 

the policy framework. These segments form the backbone 
of semiconductor manufacturing and have historically 
been concentrated in a limited number of geographies. By 
extending support to these sectors, India is signaling its 
intent to build a deeper and more resilient semiconductor 
ecosystem. 

The strong emphasis on R&D, innovation and 
semiconductor design reflects the government's intent to 
build long-term domestic capabilities beyond 
manufacturing. A stronger design ecosystem and focus on 
indigenous IP development could enable India to 
participate in higher-value segments of the global 
semiconductor value chain. 

The program's focus on talent development is equally 
significant. As global semiconductor investments continue 
to expand, demand for skilled talent across chip design, 
fabrication, packaging and equipment engineering is 
expected to increase. India's investments in semiconductor 
skilling can support both domestic industry requirements 
and the growing global demand for semiconductor talent. 

The impact of Semicon 2.0 could be further strengthened 
through support offered by state governments under their 
respective industrial, semiconductor and electronics 
manufacturing policies.  

 

 
 

Way forward 

As the implementation framework evolves, companies 
across the semiconductor value chain may consider 
evaluating potential opportunities arising from Semicon 
2.0, including investments, capacity expansion, technology 
partnerships and localization strategies across 
semiconductor design, manufacturing, advanced 
packaging, equipment, materials and R&D activities.  

Investors may also assess the interplay between central 
and state government support, infrastructure readiness, 
talent availability and ecosystem capabilities while 
formulating their India strategy. 
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Semicon 2.0 signals a strategic evolution 
in India’s semiconductor ambition from 
primarily building manufacturing capacity 
to fostering a more comprehensive and 
self-sustaining ecosystem. By extending 
support beyond fabs and packaging to 
include semiconductor equipment, 
materials, specialty chemicals, gases, R&D 
and talent development, the program 
recognizes that long-term competitiveness 
depends on strengthening every layer of 
the value chain. This broader approach has 
the potential to enhance domestic value 
addition, improve ecosystem resilience, 
and position India as a more integrated 
semiconductor destination. 

The program reflects a growing 
recognition that long-term semiconductor 
competitiveness depends on developing 
strengths across the entire value chain 
from FEOL and BEOL manufacturing 
capabilities to innovation, supply-chain 
depth, access to critical materials and 
equipment, and a skilled talent base. By 
expanding the scope of support to these 
enabling segments, Semicon 2.0 may 
attract a broader set of stakeholders and 
accelerate ecosystem development across 
multiple layers of the  
semiconductor industry. 
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