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Merchant Exporters (MEs) are traders who
engage in trading and export of goods from a
country.

Unlike manufacturer exporters, merchant
exporters do not manufacture any goods they
simply purchase goods from a manufacturer
and export the same.
These traders or MEs have a wide contact
network across the world and extensive
knowledge of markets they operate in and are
able to quickly procure the goods from one
location and supply to another where the
demand is strong, and direct fulfilment by the
brand might not be possible.
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Mobile Phones is the largest consumer device category globally, both in
terms of unit shipment and value. It is the most ubiquitous devices in our lives
with highest per capita penetration of any device. Not surprisingly, mobile
phones are also the highest imported electronic goods in the world.

Global Mobile
Phone Market
in 2019

Mobile Phone
Manufacturing
in India in FY
2019-20

Mobile Phone
Exports from
India in FY
2019-20

Contribution of
Merchant
Exporters (ME’s)
in FY 2019-20

$466 Bn

$30 Bn

$3.8 Bn

$1.2 Bn

Global Mobile
Phone Market
in 2024 (Est)

Mobile Phone
Manufacturing
in India by
2025 (Est)

Mobile Phone
Exports from
India by 2025
(Est)

Contribution of
ME’s by 2025 10% to 20%

$473 Bn

$190 Bn

$110 Bn

$11-$22 Bn

Fig 1: Key figures – Manufacturing and Exports ; in
US$

India’s growing role in mobile phone manufacturing and exports
China is the largest exporter of mobile phones globally, however its share in
the global exports has dropped in the last few years as local manufacturing in
other countries is growing. Exports is a key catalyst for economic growth of any
country, it also helps in reducing the trade deficit.
In the last few years, India has raised its profile as one of the most important
mobile phone manufacturing bases in the world, starting with a need to address
local demand, and more recently for exports. Currently, there are more than 200
mobile phone manufacturing units in India, up from 2 units in 2014. These units
produced India produced 330 Mn unit mobile phones in FY 2019 with a value of
US$30 Bn.
Source:
1) IDC analysis, ICEA
2) http://www.worldstopexports.com/cellphone-exports-by-country/
3) India second largest mobile phone manufacturer in the world
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Fig 2 : India Mobile Phone Manufacturing v/s Exports (US$ Bn)

India became a net exporter of mobile phones in FY 2019-20. National Policy

on Electronics (NPE) 2019, set a target of US$190 Bn worth of mobile phone
manufacturing by 2025, out of which US$110 Bn has been marked for exports.
Under NPE, a Production Linked Incentive (PLI) scheme has been announced in
early 2020, which provides incentives to mobile phone manufacturers upon
incremental sales of goods in a year. As of October 2020, 16 companies
including likes of Samsung, Foxconn, Lava, Micromax etc. have received
approvals under the scheme.

Role of the Merchant Exporters (MEs)
India aims to export mobile phones worth US$110 Bn by 2025, to become
one of the leading exporters. To achieve this, the role of all ecosystem players –
brands, government, channel partners and several others - cannot be
underestimated. One such important participant in this is the Merchant
Exporter(s) (MEs)
MEs have played a critical role in the growth of mobile phone exports from
India contributing 32% of the exports in FY2019-20, a growth of 233% over

previous year. Although they have taken advantage of the growing
manufacturing landscape in India, several challenges remain.
Specific measures from the government are required, to drive exports and
removal of bottlenecks for these merchant exporters, so as to enable them to
sustain and grow, and become an important player in the growing electronics
manufacturing ecosystem in India.
Source:
1) IDC analysis, ICEA
2) http://www.worldstopexports.com/cellphone-exports-bycountry/
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Export

Opportunity

of

Other

Electronic

Products

And

Accessories
Domestic market demand will not be adequate to achieve the target US$400
Bn manufacturing of electronic goods under NPE 2019. Hence, it is essential for
the that right policies and incentives are in place for manufacturers to set up
large scale manufacturing to cater to worldwide market for electronic products.
Over the last couple of years, government has been focused on “Make In
India” to promote India as a global manufacturing hub specially for large scale
manufacturing, but till recently, the progress has largely been restricted to
promoting or boosting mobile phone manufacturing while the progress on other
electronic products has been slow.
Wearables devices, desktops, laptops, tablets and mobile accessories
such as chargers, USB cables etc. also provide significant opportunity for

exports. Merchant exporters can really drive the exports for these categories
considering their strengths and reach across various markets around the world.

Mobile Phones

Personal Computing
Devices

Wearables
US$400 Bn
Manufacturing
Target

Smart TVs

Accessories

Fig 3 : Electronic Product Categories With Export Potential
Source:
1) IDC Worldwide Quarterly PCD Tracker, 2020Q3
2) IDC Worldwide Quarterly Smart Home Tracker, 2020Q3
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•>80% smartphone market
captured by China based
brands
•Increasing multichannel
(offline + online) play by all
brands
•150 Mn smartphone
shipments in a single year for
the 1st time
•Around 95% mobile phones
Made in India

•Market dominated by
global vendors like
Samsung and Indian
vendors like Micromax
and Lava
•100 Mn smartphone
shipments in a single
year for the 1st time
•China based vendors like
Xiaomi, Lenovo enter the
market

2017

2015

2019

•New entrants pick up
pace with high end specs
and aggressive pricing
•Xiaomi dethrones
Samsung to be No.1
smartphone brand in
India
•India becomes 2nd largest
mobile phone market in
the world

2020
•Market impacted by
COVID-19 in H1’20
•Recovery likely in
H2’20 during festival
season
•Demand slowdown
likely to restrict
consumer buying
throughout 2020

Fig 4 : India Mobile Phone Market Timeline, 2015-2020

India is the second largest mobile phone market in the world, after

People’s Republic of China (PRC). Between 2015 and 2020, India smartphone
market grew at a CAGR of 9.95% in volume and 16.15% in value.
This rapid growth in the last 5 years can be attributed to low smartphone
penetration, inexpensive data availability, a growing middle class, ongoing
urbanization and favorable government policies and regulations.
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Value
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71%

69%
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29%

31%

34%

38%
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44%
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Fig 6 : India Smartphone Market Channel Contribution % ; Volume

Growing appeal of online
India smartphone market has been traditionally dominated by the offline
channel (brick and mortar or multi brand stores). However, with the rise of China
based vendors and market development investments by eTailers like Flipkart and
Amazon has led to rapid growth of the online as a preferred channel for

consumers.
India has by far the highest share of e-commerce channel as a percentage
(~42% in 2019) of smartphones sold in a country and second largest in absolute
shipments terms after China. This can be attributed to the online exclusive model
portfolios

by

brands,

lucrative

schemes/offers

like

buyback,

cashbacks,

affordability schemes like No Cost EMIs, heavy discounts, and sales events running
all through the year.
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Fig 7 : India Smartphone Average Selling Price (ASP) Movement; US$

Intensely competitive and value driven market
Around 80% of India smartphone market is below US$200, with ASP of US$163
in 2019. The key focus by the industry continues to be on bringing aggressively
priced devices with high specifications, thus driving volumes.
The hundreds of SKUs essentially leads to intense competition in terms of
pricing, device features, specs and shelf space. This is expected to continue as the
impact of currency fluctuation, GST hike (from 12% to 18% on mobile phones) and
income uncertainties are expected to limit this growth further.
10
10
Source: IDC Worldwide Quarterly Mobile Phone Tracker, 2020Q2
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GLOBAL EXPORT
OPPORTUNITY
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US$466 Bn

US$156 Bn
(#1 rank with
58.4% share)

Global Mobile
Phone Market 2019

Mobile Phone Exports
From China 2019-20

Exports are an important part of the mobile phone ecosystem for any
country, as it contributes to the jobs, tax revenue and foreign exchange.
The global mobile phone market was valued at US$466 Bn in 2019, with

exports of US$267 Bn. China leads with 58.4% share followed by Vietnam and
Netherlands at 13.3% and 5.5%, respectively. India is ranked 11th with 1.2%
share, which is a healthy improvement from less than 0.4% share in 2018.
58.4%

13.3%
5.5% 3.8% 2.5% 1.9% 1.8% 1.8% 1.5% 1.4% 1.2% 0.9% 0.6% 0.6%

Fig 8 : Worldwide Mobile Phone Exports By Country, 2019 (Value)

It must be noted that countries like, Netherlands, Czech Republic, Singapore
and other European countries, which are above India in the mobile phone
exports rakings, have almost nil mobile phone manufacturing infrastructure.
These countries are 100% export driven through traders/merchant exporters.
MEs are responsible for 27% of the global exports ($72 Bn), India
contributing a meagre US$1.2 Bn to this.
Source:
1) IDC analysis, ICEA
2) http://www.worldstopexports.com/cellphone-exports-by-country/
3) https://industrialin.com/news/cellphone-exports-country-0
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US$3.8 Bn

US$1.2 Bn

(# 11 rank with
1.2% share)

(32% share)

Mobile Phone
Exports From India
2019-20

Merchant Exporters’
Contribution (%)

In FY 2019-20, India’s mobile phone exports touched INR 27,200 crores
(approx. US$3.8 Bn), of which MEs contributed INR 8,320 crores (US$1.2 Bn) and
remaining US$2.3 Bn was exported by the manufacturers/brands directly. In
FY’20, India became a net exporter of mobile phones for the first time, exporting
41.5 Mn mobile phones and importing only 5.6 Mn units resulting in net export
of 36 Mn units.

27,200

18,880

11,200
8,700

8,320
2,500

2018-19
Total Exports

2019-20
Brand Exports

Merchant Exporters

Fig 9 : India Mobile Phone Exports; INR Crores

Between 2018-19 and 2019-20, mobile phone exports from India grew at
142.8%, While mobile phone exports through MEs grew by 232.8%.
Source:
1) IDC analysis, ICEA
2) India is a mobile phone exporter now, but can it mute the Dragon
ring tone?, Link
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Role of Merchant Exporters in NPE’s success
Indian government, under its National policy of Electronics (NPE), 2019 has
set a target of making 100 crore mobile handsets indigenously by 2025 with a
value of around US$190 Bn. It has also set an ambitious target of increasing
mobile phone exports to US$110 Bn by 2025 from US$3.8 Bn currently (US$2.6
Bn by smartphone OEMs directly, US$1.2 Bn by merchant exporters). MEs will
need to play a very crucial role in achieving this target.

US$80 Bn

US$190 Bn

Mobile Phone
domestic
consumption
target by 2025

Total Mobile
Phone
manufacturing
target by 2025

US$110 Bn
Mobile Phone
export target by
2025

Fig 10 : India Mobile Phone Exports Target by 2025 under
NPE

US$11 Bn
ME contribution
in mobile phone
exports
(10% share of total
exports)

Even if MEs contribution to mobile phone drops to 10% by 2025 (from
32% currently), it remains a massive opportunity of US$11 Bn (INR 81,700
crores approx.)
16 top global and domestic mobile phone and electronic companies have
received the approval from Indian government under the PLI scheme in 2020.
Under the scheme, the government will give 4-6% incentive to eligible
companies on incremental sales of manufactured goods—mobile phones and
components such as printed circuit boards etc. for five years. The base year is
2019-20 and the incentives are applicable from 1st August 2020. This will give a
much needed impetus to the export orientation of the manufacturing set ups.
Source:
1) IDC analysis, ICEA
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Export Opportunity of Other Electronic Products And
Accessories
In addition to the export of the mobile phones, MEs can contribute
effectively to the export of other electronic items, mobile phone accessories and
ancillary products. Currently, the electronics manufacturing in India is largely
concentrated around the mobile phones, however the Indian Government’s
US$400 Bn manufacturing target for 2025 includes other electronic devices as
well.
Smart Wearables
Smart wearables devices is a high growth category which is expected to clock
a CAGR of 8.6% from 2019 to 2024, reaching a value of US$81 Bn by 2024. At
present, India imports all its wearable devices with no exports as well due to lack
of local manufacturing for these devices. With government initiatives and
700
possible extension
of PLI scheme to wearables devices,
the potential to
80.9 India has90.0
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600 hub for these devices.
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Fig 11 : Worldwide Wearable Device Market Size; Mn Units; US$ Bn Value

Smart Televisions
The entry of several content streaming services in India along with many
vernacular and local content services has given the right fillip to the adoption of
smart TVs in India as viewers are gradually preferring streaming content on
bigger screens at home. Improving broadband penetration, affordable price
points of smart TVs, rise of streaming services are resulting in consumers
replacing their traditional TVs with smart TVs.
Source: IDC Worldwide Quarterly Wearable Device Tracker,
2020Q2
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The Worldwide Smart TV market is expected to grow at CAGR of 5.48% from
2019 to
2024, touching a value of US$ 181 Bn. 180.8
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Fig 12 : Worldwide Smart Home Devices Market Size; Mn Units; US$ Bn
Value

Personal Computing Devices (Notebook, Desktop and Tablets)
Personal computing devices (PCD) has seen huge demand in 2020 driven by
remote working and e-learning use cases.
The notebook category alone is expected to grow at a CAGR of 4.18% from
2019 to 2024, reaching a value of US$167 Bn by 2024. While the overall PCD
category is expected to show moderate CAGR of 1.54% from 2019 to 2024,
reaching a value of US$ 261 bn.
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Fig 13 : Worldwide PCD Market Size; US$ Bn Value

Source:
1) IDC Worldwide Quarterly PCD Tracker, 2020Q3
2) IDC Worldwide Quarterly Smart Home Tracker, 2020Q3
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MERCHANT EXPORTERS
ROLE, IMPACT AND
CHALLENGES
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MERCHANT
EXPORTERS

Role and Impact
Last Mile
Reach

Support
Offline
Channel

Curb
Predatory
Pricing

Grow
Tax
Revenue

Generate
Jobs

Complement“
Make in
India”

Reduce
Trade
Deficit

Global
Market
Opportunit
y

Stock
Clearance
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Merchant Exporters (MEs) are traders who engage in trading and export of
goods from a country. These traders or MEs have a wide contact network and
extensive knowledge of the markets they operate in and are able to quickly
procure the goods from one location and supply to another where the
demand is strong, and direct fulfilment by the brand is limited because of
various limitations.
The largest MEs of mobile phones are based in China, Singapore,
Amsterdam, and Miami. China has served as the starting point for exports till
now, since it has been the gateway for manufactured units to the rest of the
world, while several other countries are major trade centers mainly due to their

location and ease of doing trade.
MEs usually have high risk-taking ability as the business works on a lowmargin, high-volume turnover with a quick rotation of working capital. The MEs
also have strong experience in local and global supply chain and logistics and
partnerships with other firms globally that engage in smartphone trade.
MEs operating models is directly related to the flow of inventory through the
channel; from wheresoever inventory is building up it will flow to them.

01

Procure
stock from
distributo
r, retailer
etc.

02

Ship stock
to trader
in export
hubs like
Dubai etc.

Delivery to
dealer in
03 landing
country
e.g. Africa
etc.

04

Stock
reaches
retailer in
the
landing
country

Fig 14 : Operating Model of Merchant Exporters
Note: For the purpose of this report, we are considering merchant exporters as
those engaged in trading but not having their own manufacturing
Source: IDC analysis
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Importance of Merchant Exporters Indian Mobile Phone
Exports

1

Stock Clearance : Whenever a brand has an excess or non-moving
stock of any SKU in a particular market, MEs can quickly step in to clear
this stock by making it available in other countries where the brand
might not be able to reach directly or as quickly. Moreover, this excess
stock may lead to loss to the dealers or the brand. MEs also help in
exports opportunities for smaller or batches which brands may not find
viable in a market.

2

Last Mile Reach : Brands and manufacturers generally do not have
local operations in several markets and geographies on their own due
to several reasons like operational costs, competitive landscape in that
market, viability or upside of operating independent operations,
logistical challenges etc. MEs are very well placed and connected in this
regard, to act as the last mile connectivity partners for the brands.

3

Supporting Offline Channel : Considering the aggressive channel play
by online partners and eTailers in the past few years, the offline channel
partners have reportedly been facing challenges of pricing mismatch vs
online and uncleared stocks MEs can play an important role in taking
this burden off these partners, working with brands to help clear these
stocks. This can be an important support structure for severely
challenged offline dealers and distributors of general trade.

4

5

Curb Predatory Pricing : MEs play a pivotal role in controlling
predatory pricing by brands and creating a fair global pricing
environment and competition, in turn, helping survival of smaller
brands which are generally home grown in a country.

Tax Revenue: In case of mobile phones, MEs sell products at higher
prices in the destination market than what brands can sell at. This
directly adds to the tax revenue for the government. MEs contributed
to around INR 500 Crores of tax revenue in 2019.

Note: For the purpose of this report, we are considering merchant exporters as
those engaged in trading but not having their own manufacturing
Source: IDC analysis
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Importance of Merchant Exporters Indian Mobile Phone
Exports

6

7

8

9

Local Employment Generation: MEs help the mobile phone dealers
and distributors by being a source of additional income, helping them
generate more employment. Employment generation to the tune of
minimum 10,000 employees by 100+ entities.

Supporting “Make in India”: MEs can play a big part in championing
the “Make In India” initiative and complimenting the initiatives by the
Govt. of India to build India as the manufacturing hub of electronic
goods, when they take the India manufactured units to all parts of the
world.

Reducing Trade Deficit : MEs contribute around one third of the
mobile phone exports currently. As India aims to achieve higher levels
of manufacturing, MEs will play an important role in taking these
goods to the world, this contributing in managing trade deficit of the
country.
Global Market Opportunity : MEs offer global market opportunities
to the dealers and distributors in the country which allows them to be
a part of the massive global supply chain as they are exposed not only
to local but also global demand.

Note: For the purpose of this report, we are considering merchant exporters as
those engaged in trading but not having their own manufacturing
Source: IDC analysis
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Challenges faced by Merchant Exporters in India

1.

Delays in GST Refund

2.

Ambiguity in Duty Drawback Scheme

3.

Incentives under MEIS/RoDTEP

4.

Perceived as “Illegal” or “Grey Market”

5.

Resistance from Vendors

1. Delay in Receiving GST Refund
MEs face delays in receiving GST refunds in a timely manner, which impacts
their

working

capital

thus

restricting

them

from

taking

up

further

consignments/orders. Considering 18% refund on each order, almost the entire
working capital is blocked even if a ME fulfills 5 orders in a month. (The exporter
is eligible for claiming a refund on the IGST paid at the time of export)
SOP (Standard Operating Procedure) set up for exporters to claim GST
refunds often leads to undue harassment for genuine exporters as they are

labelled under “Risky Profile”, with GST refunds kept on hold pending
verification. The verification process is lengthy and at times takes several
months. As a result several exporters at times are even forced to stop business
due to lack of working capital.

2. Unlocked Devices : Ambiguity in Duty Drawback Scheme (DDS
DDS seeks to rebate duty or tax chargeable on any imported/excisable
materials & input services used in the manufacture of export goods. The current
rate of Duty Drawback available for mobile phones is 4% with a cap of INR 350
per unit.
The MEs are eligible to receive Duty Drawback only on new mobile phones.
For certain devices/brands these “new” units need to be verified - to be
operative, compatible and sellable worldwide – for which these units need to be
unlocked before exporting them.
Source: IDC Analysis
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This phones are 'locked-in’ to either a specific operator, country or a region.
The phones exported from India are locked by the manufacturers, for preventing
exports by the merchants. In India, the “Unlocking” is done by placing a call
through an Indian network sim. While this “Unlocking” is possible to done
outside India as well, it is generally not as cost effective as in India.
However, once the device unlocked, it is often tagged as second hand or a
used device, and as a result becomes ineligible for Duty Drawback.

Unlocked Phones

Locked Phones

1. Cost effective

1. Unlocking at landing
country is costly and time
consuming.

2. Easy to sell
Unlocked phones are not “Used”
or “Second Hand” phones and
should be eligible for DDS.

2. Many countries have
termed the locked phones
sales as Anti consumer and
monopolistic

Fig 15 : Locked vs Unlocked Phones Challenges for Merchant Exporters

The ambiguity regarding this procedure in DDS impacts the growth of
exports of Mobile Phones in India while some other hubs for MEs, such as
Singapore, Dubai do not put MEs at a tax disadvantage when they unlock the
phones.

3. Incentives under MEIS/RoDTEP
Under MEIS (Merchandise Exports from India Scheme) launched as an
incentive scheme for the export of goods, the rewards are given by way of duty
credit scrips to exporters, which is 2% currently for mobile phone exporters
and generally received on time by the MEs.

Earlier this year, Indian

Government came up with a WTO compliant proposed scheme called
‘Remission of Duties or Taxes on Export Products’ (RoDTEP) to replace the
present scheme of MEIS.
Source: IDC Analysis

23
© 2020 IDC

This scheme aims to reimburse the taxes and duties incurred by exporters
such as local taxes, electricity duties and water/fuel used for transportation &
distribution of exported products, which are currently not exempt under any
scheme. The rebate would be claimed as a percentage of the Freight on Board
(FOB) value of exports.
Since RoDTEP is yet to be implemented, the government must ensure that
benefits from this scheme are not reduced as against the currently running MEIS
and is available to all manufacturers & ME’s.

4. Perceived as “Illegal” or “Grey Market”

MEs are often perceived as “Illegal Exports” or synonymous with “Grey
Market”. Grey market in electronics is “when retailers import merchandise from
regions where the prices are cheaper or where regional design differences are
more favorable to consumers, and subsequently sell merchandise in regions
where the manufacturer's selling price is more expensive.”
However, MEs business are neither “illegal” nor “Grey Market”. They are
perfectly legal with goods being properly invoiced at every step of the export
process. Their mandate is to export as per demand and cater to different
regions in the world where brands and vendors have limited or non-existent

distribution channel.
Because of this misperception, the MEs often face challenges in securing
financial loans for their business purposes while facing much tighter scrutiny
when dealing with customs in India and are often prone to harassment with
respect
to documentation
process.
5.
Resistance
From Vendors

Mobile Phone vendors discourage their dealers and distributors from
dealing with or supply products to ME’s for exporting outside India, which is
contrary to the idea of free trade and also in violation of doctrine of first sale.
Mobile phone vendors also do not provide any concessional billing to MEs even
if they do allow their channel partners to work with MEs.
Source: IDC Analysis
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GLOBAL MERCHANT
EXPORT PRACTICES

© 2020 IDC

Global Mobile Phone Exports were valued at US$267.4 Bn in 2019, with China
& South East Asian countries controlling approx. 80% of this. Major export hubs
China, Dubai, Miami, Singapore and Amsterdam. These countries have

implemented several infrastructure and policy initiatives to facilitate exports and
ease of doing business for the traders.
Except China and Vietnam, majority of the other countries have no mobile
phone manufacturing setup, but these are important trade hubs to fulfill
demands in Africa, Middle East, Latin America and Eastern European, where
major vendors do not have a local office or a distribution channel.

Dubai As Export Hub To Africa and Middle East
In Dubai, Merchant Exporters are labeled as Mobile Phone traders/exporters
and they operate out of the Dubai Airport Free Zone which is a Free Trade Zone

(FTZ).
In major markets like India, all major brands have headquarters along with
huge investments, sales and distribution teams, marketing, and manufacturing
setups, etc. However, in markets like Africa, with scores of countries, major
brands do not have direct operations in more a few major countries. These
markets are thus catered by neighboring markets like Dubai where all major
brands have offices.
Since there is no manufacturing of mobile phones in Dubai, 100% of mobile
phone shipments are via traders.

Why Dubai Is A Preferred Destination For Exports?
Dubai as a preferred destination for exports only because of its successful

Free Trade Zones (FTZ). Dubai has more than 20 Free Trade Zones catering to
different industries for e.g. Media, IT/ITeS, Oil & Gas etc. Dubai Airport Free Zone
has mainly been developed for facilitating exports and promote Dubai as
International Trade Hub. Dubai Airport Free Zone is directly connected to
Dubai International Airport and 100% of exports from/to Dubai happen via. Air
route.

Source: IDC Analysis
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Benefits of Operating from Dubai Airport Free Zone
1) Faster Clearance & Simple Processing
Due to direct connectivity to Dubai International Airport and being in FTZ,
consignment reaches the trader’s warehouse within 2-3 hours of its arrival. The
clearing process is kept simple and completely automated with no manual
intervention or paperwork required at any step.
2) Global Connectivity And Same Day Delivery:
Major airlines like Emirates and Cathay Pacific offer same day delivery to
multiple countries once goods arrive at Dubai Airport Free Zone.
3) No Taxes
Dubai Government does not levy any tax on the trade inside Free Trade
Zone. Besides, traders can open up office inside the FTZ as well without any tax
implications. Also, Dubai Airport Free Zone has tax free custom bonded

warehouse which helps in smooth process as it avoids the documentation.
Overall, Dubai Government is seen as very supportive of ease of doing business
and attracts more countries, vendor, entities to operate out of its FTZs.

Challenges Faced When Dealing With Indian Exporters
1) Delay in Logistics and Transfers
The process to get goods exported out of India and be received in Dubai
is fairly long drawn and time consuming. Exports from India to Dubai takes 5
days after order is placed, while it reached the destination country from
Dubai within 1 day.
2) High Freight Charges
Freight cost from Delhi -> Dubai example is US$3.5 per kg for a flight of
duration 3-4 hours; whereas, Hong Kong -> Dubai is US$2.5 per kg for more
than 10-hour flight.
3) No Warranty on Devices
Devices exported from India do not carry any warranty as they are
“Unlocked” which sometimes makes them unfavorable to trade.
Similar to Dubai, exports from Miami, Hong Kong, Amsterdam etc. are also
processed under favorable conditions and zero or low taxes, duties are
levied.
Source: IDC Analysis
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RECOMMENDATIONS
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A. Time bound GST Refund
According to World Bank Ease of Doing Business 2020 report, India currently
ranks 63rd, whereas the export powerhouses like China, US, UAE all are in Top
20. Several bureaucratic bottlenecks remain, which comes in the way of
companies looking to invest. Indian government needs to address these issues
on priority by having simplistic process and time bound GST refund for
merchant exporters so that their working capital is not blocked for considerable
amount of time.

B. Level Playing Field with Vendors In Incentive schemes
The applicability of DDS owing to its definition of new and used phones needs
to looked at immediately by addressing the ambiguity in the definition of
“New”, “New Unlocked” and “Pre-Owned” phones so that MEs are eligible for
DDS. Similarly, RoDTEP should be made available to both manufacturer and
ME’s to provide boost to the mobile exports.

C. Successful implementation of PLI scheme
The success of PLI (Product Linked Incentive) scheme will depend on its
implementation. It should provide smooth road to vendors looking to set up
manufacturing in India and also the ones looking to augment their existing
manufacturing capacity.
The government must ensure is timely and follows a simple claim process.

D. Setting Up Free Trade Zone And Relook at Tax Policies
Similar to Dubai and Miami, India should look at setting up free trade zones in
multiple cities, specially those with international cargo airports to facilitate
ease of doing business and allow free movement of goods
Besides, the GST, custom duties and other taxes (on components) must be
relooked at, to facilitate the competitiveness of Indian exporters globally

E.

Look Beyond Mobile Phones

The export of other electronic devices such as Notebooks, Tablets, Desktops,
Wearables, Smart TVs and accessories must be facilitated. With the scale up of
electronic devices manufacturing, their suppliers of components, service parts,
accessories etc. will also shift to India to ease the supply chain.
The government must ensure that the same benefits and ease of business
initiatives are extended to such players as well to facilitate their growth both
domestically and globally.

Source: IDC Analysis
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