12% of iPhones sold globally could be India-made by FY26

Vendors' minimum commitment of FoB value forincremental production under PLI scheme will be the decider
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Atatimewhen Appledelivered its
flagshipline of new productson
schedule despite battlinga year of
supply-chain turmoil, India
couldaccount foratleast12 per
centof the free-on-board (FoB)
value of Apple’siPhones
manufactured by its vendors
globally by 2025-26 (FY26). The
number represents asignificant
shift for the Cupertino-based
company’sover-dependence on
China, where 95 per cent of its
phonesarestill being made.
India’s growingimportance
canbeseen fromthefactthatin
2021-22 (FY22) —thefirst year of
the production-linked incentive
(PLI)scheme (the scheme was
extended by ayearduetothe
pandemic) — the FoB value of
iPhones made in the country was

$1.75billion, translating intoless
than2 per cent of the global value.

FoBrefersto freight on board or
free onboard value for
determiningthe assessable value
forimported and exported goods.
Itisthe ex-factory price plusother
costs.Itdoes notinclude shipping,
marketing and sales expense, and
taxes. Analystssay in the case of
AppleiPhones, FoB accounts for
about half of their sale price.

The shift, however, will depend
onwhether ornot Apple’s vendors
inIndiaare able to meet their
minimum commitment of FoB
value forincremental production
of phonesthey have made under
thegovernment’s PLIscheme.
Based on the numbers submitted
tothe government, the three
vendors — Hon Hai Technology
Group (Foxconn), Wistron, and
Pegatron — have collectively
committed to manufacturein

SETTING TONE
OR A BIG BIT

Indiaa minimum of $15-billion
FoBvalue of iPhones by FY26 (the
lastyear of the PLIscheme).
However, they have the flexibility
toproduce a higher FoB value of
phones (if othereligible players are
unableto claim theincentive),
which could goup to $30 billion,
accordingtosourcesin the know.
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o B Targets making $5
_billion free-on-board
Zy 1 (FoB)value of phonesin
FY23 through three
vendors, compared with
just $1.75 billion in FY22

H It has committed to
export 60% of the total
FoB value of phones
overfive years

H However, India's
domestic market

India by FY23

Assumingthe total value of
iPhonessold across the globe goes
upto $250 billion in FY26 (from
$192billion in the financial year
ended September2021), India’s
sharewould be around 12 per cent,
say sources close tothe company.
Thisshare could be much higher
(atover 20 per cent) ifitisableto

B From a share of
under 2% of the global
iPhone FoB value, it
expectsto hit5% in

is only 5% that of
China's; the total
market hereis
lessthan1% of Apple's
total revenues

get close to $30billion. A
questionnaire sentto AppleIncon
theissues, however, did not elicit
any response. Under the PLI
scheme, eligible companies are
givenincentives of 4-6 per centon
their production value for five
years. These incentives are
designed toreduce the difference

inthecost of producingthe
phonesinIndiavis-a-vis China
and Vietnam, sothat they canbe
exported.

InFY22, Apple Inc had justtwo
vendors —Hon Hai and Wistron
—making phones forit. Butin
2022-23 (FY23), the PLItarget has
risen substantially to $5billion
with three vendorsin force. If the
three vendors are able to meet
their minimum targets, India’s
sharein Apple’siPhone
production would gouptoover5
per centin FoBvalue this financial
year (FY23).

Whatiskeytothe Apple India
strategy isthatitsvendors have
committed to export 60 per cent of
theirtotal production valuein five
years (pegged at $42 billion). They
had donesoinFY22whenthey
exported over¥11,000 crore of
iPhones from the country.

While the domestic market is
growing for Apple Inc, itisstill
small compared to China.

Accordingtosubmissionstothe
government, Apple Indiahad
revenues of $3.5billioninthe
financial year ended September
2021. Thataccounts forlessthan1
per cent of its total global revenues
($365billion) in the same period.
Apple’sIndiarevenueisamere
SpercentofChina’s, wherethe
firm’s revenue was $68.3 billion in
the same financial period.
Tobuild scale, Apple will need
avibrantsupply chaininthe
country asitdrumsup volumes.
With Chinese suppliers not getting
clearances for geopolitical
reasons, Apple vendors are
looking at working with Indian
companies — like the company is
doingwith the Tatas for
mechanics —although thatisstill
some time away. But that could
provetobeachallengesincethe
government islookingatsuch
companiesto achieve avalue
addition of 35 per cent, fromthe
present-day 20 per cent.



