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Background

India has emerged as the world’s second-largest mobile phone manufacturer by volume, with
approximately 99.2% of the mobile phones used in India now being manufactured
domestically. Since FY 2014-15, India’s electronics manufacturing and exports have
increased approximately sevenfold and elevenfold, respectively. Smartphones also emerged
as India’s largest exported product category in 2025, surpassing traditional export categories
such as diesel fuel and cut diamonds.

On 15 July 2026, the Union Cabinet, chaired by the Hon’ble Prime Minister, approved the
Mobile Phone Manufacturing Scheme (MPMS) with a total budgetary outlay of Rs. 62,500
Crore for a period of five years (FY 2026-27 to FY 2030-31). The scheme aims to scale up
domestic mobile phone production, domestic sourcing and R&D activities in the segment
through incentive support.

This Newsflash provides a brief overview of the salient features of the Mobile Phone
Manufacturing Scheme.

Key Highlights of the Scheme
Scale up Mobile Phone Production in India

The primary objective of the MPMS is to significantly increase ///’//
India’s mobile phone manufacturing capacity and establish the
country as one of the world’s leading production hubs. The
scheme seeks to encourage both global and domestic
manufacturers to expand their manufacturing operations in

India. . .

The scheme provides incentive support at differentiated rates ranging from 2.25% to 5% of
eligible sales from mobile phones manufactured in India. The scheme is projected to
generate cumulative mobile phone production worth approximately Rs. 39 lakh crore over its
implementation period.
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Increasing Domestic Sourcing of Components

The scheme may reduce dependence on imported components by promoting local
manufacturing of key mobile phone parts and mechanical components. While MPMS primarily
provides incentives to mobile phone manufacturers, the scheme specifically rewards domestic
sourcing of key components and sub-assemblies with an additional incentive of up to 1.5%.

Promote Design, Innovation and Research & Development (R&D)

To support the development of Indian brands, the MPMS provides an additional incentive of
3% of eligible sales for product design and R&D. The measure is intended to promote
technological sovereignty, facilitate greater capture of economic value, and encourage the
creation of Indian patents in design and R&D.

Employment Generation

The scheme is expected to create approximately 60,000 direct employment opportunities
across the mobile phone manufacturing ecosystem. Beyond direct employment, the scheme
is also expected to generate a substantial number of indirect jobs in supporting sectors such
as component manufacturing, transportation, packaging, equipment maintenance, and other
ancillary industries.

Our Comments

The MPMS follows the conclusion of the Production Linked
Incentive Scheme for Large Scale Electronics Manufacturing L] []
(PLI-LSEM), which ended on 31t March 2026 and appears to —
represent the next phase of the Government’s policy support for
India’s mobile phone manufacturing ecosystem. —_— \J

Unlike earlier schemes that primarily focused on manufacturing l/

output, MPMS places significant emphasis on domestic component sourcing and indigenous
R&D, thereby fostering higher value addition and strengthening the local supply chain. The
MPMS is likely to attract substantial domestic and foreign investments into India's electronics
manufacturing sector. Further, expansion of manufacturing facilities, component production,
logistics, and R&D activities may also create significant direct and indirect employment
opportunities across the value chain.

The global geopolitical developments highlighted the risks associated with excessive

dependence on a limited number of countries for electronic components. MPMS aims to
develop a diversified and resilient domestic supply chain that can withstand global disruptions.
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While the MPMS has received Cabinet approval, its practical impact will depend on the
detailed operational guidelines, including eligibility conditions, applicable incentive rates,
domestic-sourcing requirements, claim-verification mechanisms and implementation
timelines.

Businesses operating in the mobile phone and electronic-components ecosystem need to

evaluate the detailed guidelines once notified to assess the potential applicability and benefits
of the scheme.
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RSM Astute Consulting Pvt. Ltd. (Including its affiliates) is a member of the RSM network and trades as RSM. RSM is the trading name used by the
members of the RSM network.

Each member of the RSM network is an independent accounting and consulting firm each of which practices in its own right. The RSM network is
not itself a separate legal entity of any description in any jurisdiction.

The RSM network is administered by RSM International Limited, a company registered in England and Wales (company number 4040598) whose
registered office is at Upper Ground Floor South, 200 Aldersgate Street, London EC1A 4HD.

The brand and trademark RSM and other intellectual property rights used by members of the network are owned by RSM International Association,
an association governed by article 60 et sec of the Civil Code of Switzerland whose seat is in Zug.

This Newsflash discusses the key features and implications of the Union Cabinet approved Mobile Phone Manufacturing Scheme (MPMS). It may be
noted that nothing contained in this Newsflash should be regarded as our opinion and facts of each case will need to be analyzed to ascertain
thereof and appropriate professional advice should be sought for applicability of legal provisions based on specific facts. We are not responsible for
any liability arising from any statements or errors contained in this Newsflash.

This Newsflash is protected under Copyright and Intellectual property laws and regulations.
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