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ABSRATCT -

On the canvas of the Indian economy,
automotive industry occupies a prominent place.
A sound transportation system plays a pivotal
role in the country’s rapid economic and indus-
trial development.The well-developed Indian au-
tomotive industry ably fulfils this catalytic role
by producing a wide variety of vehicles. Auto-
motive Industry comprises of automobile and
auto component sectors and is one of the key
drivers of the national economy as it provides
large-scale employment.Being one of the larg-
est industries in India, it is important to find out
the growth during the last few years in automo-
hile sector. Automobile Industry was delicensed
in July 1991so it is also important to see the
impact of delicencing of auto industry on over-
all economy. It is also important to see that
whether India is really one of the most attrac-
tive investment destinations for most of the big-
gest automaker today. Is the automobile indus-
try in India is one of the most important indus-
tries in the country’s economic growth? And how
much does it form a part with thatof the total
GDP. The Indian government facilitate foreign
investment in the automobile sector by allow-
ing 100 per cent FDI under the automatic route,
Indian automotive industry requires less licens-
ing andno custom duty on imports of automo-
tive components, there is no minimum invest-

ment criteria for automobile industry as well
which attracts the foreign investor to invest in

" India, so what impact does it has on the total

production and export of automobiles is become
very much important to study.

Keywords —Indian Auto Industry, FDI
Introduction

On the canvas of the Indian economy,
automotive industry occupies a prominent place.
A sound transportation system plays a pivotal
role in the country’s rapid economic and indus-
trial development.The well-developed Indian au-
tomotive industry ably fulfils this catalytic role
by producing a wide variety of vehicles: passen-
ger cars, light, medium and heavy commercial
vehicles, multi-utility vehicles such as jeeps,
scooters, motorcycles, mopeds, three wheelers,
tractors etc.Automotive Industry comprises of
automobile and auto component sectors and is
one of the key drivers of the national economy
as it provides large-scale employment.

Being one of the largest industries in
India, auto industry has been witnessing impres-
sive growth during the last two decades. It has
been able to restructure itself, absorb newer
technology, align itself to the global develop-
ments and realize its potential. Automobile In-
dustry was delicensed in July 1991 with the an-
nouncement of the New Industrial Policy.The
norms for Foreign Investment and import of
technology have also been progressively liber-
alized over the years for manufacture of vehicles
including passenger cars in order to make this
sector globally competitive.

An automotive industry emerged in In-
dia in the 1940s. Hindustan was the first com-
pany launched in 1942, and had a long time com-
petitor Premier in 1944, They built GM and Fiat
products respectively. Mahindra & Mahindra
was established by two brothers in 1945, and
began assembly of Jeep CJ-3A utility vehicles.
For promoting the auto industry the government
started the Delhi Auto Expo in 1986.

India is one of the most attractive invest-
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ment destinations for most of the biggest
automaker today. The automobile industry in
India is one of the most important industries in
the country’s economic growth and it form a part
with sizable share of the total GDP.

There is a wide of policy support in the
form of taxes and foreign direct investment (FDI)
encouragement by Indian government for growth
of automobile sector along with research and
development.

Objectives m‘ the Study

To analyse the foreign direct investment
inflow in automobile industry and its impact on
gross domestic product of Indian economy and
alsoanalyse the trends of production, capacity
utilization, sales andexportof vehicles with ref-
erence to FDI in automobile sector of India.
Scope of the Study

The Scope of research is restricted to the
automobile industry in India and that is too in-
flow of foreign direct investment in India.The
period for the study is from 2008to 2020.

This study has importance from
investor’s point of view as they will impart with
various facts and figures about FDI in India
through this research.

Research Methodology

Data is collected from thesecondary
source for research purpose.The secondary data
will be collected through various journals, books,
magazines, reports, working paper seriesof
World Bank and IMF data sites, SIA Newsletter,
DIPP(Department of Industry policy and promo-
tion) Ministry of Commerce and Industry, De-

partment of Heavy Industry. World Investment
Reports, Human Development Reports, Reserve
Bank of India, Bulletins, FICCI (Federationindian
chambers of industry and commerce) of Survey,
CMIE center for monitoring Indian Economy etc.
further some data can be collected through
company’s official website.
Review of Literature —

Dr. A. Vijayakumar (2011)reveled in his
research that size of the firm and GDP growth

have positive relationship.

Carkovic and Levine (2002), this paper
revealed the growth-effects of FDI depend on
the level of economic development, level of
education, the level of financial development
and trade openness of the recipient country. The
study also found that many emerging economies
have different tax ingentive schemes and sub-
sidies to attract morg¢ FDI.

Alfaro, Laura (2003),this study found
that the benefits of FDI has spread acrosssectors
by examining the effect of foreign direct invest-
ment on growth in the primary, manufacturing,
and services sectors. This study also found the
relation between FDI and transfer of knowledge,
technology, management skills etc. This study
found the flow of FDI in various sectors. It founds
that FDI flow in primary sector has negative ef-
fect while FDI flow in manufacturing has posi-
tive effect.

Johnson (2005), the paper revealed that
FDI can affect economic growth by two factors
one is technology and second is physical capi-
tal.

Banga (2003), Fiscal incentives has not
as such impact on aggregate FDI while reduc-
tion in existing restrictions has an aggregate
impact on FDI.

Dunnlng(1993),suggested the four main
types of FDI classified according to their
primeinvesting impulse - market-seeking FDI,
resource-seeking FDI, efficiency-seeking FDland
strategic asset-seéking FDI.

Velury Vijay Bhasker, and Y.V.S.
Subrahmanya Sarma (2013), found that it is FDI
through an investment in equity or starting a
subsidiary company, technology transfer with
managerial skills and applying improved man-
agement helps in cost reduction and increase
in productivity in automobile industry.

Data Analysis —

Amount of foreign direct investment
(FDI) equity inflows for the automobile sector
in India from financial year 2015 to 2021
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The automobile industry produced a to-
tal of 26.36 million vehicles in 2019-20 a de-
crease of 15 per cent over the previous record
of 30.91 million motor vehicles manufactured
in 2018-19 due to Covid pandemic, 1,861,849
vehicles including passenger vehicles, commer-
cial vehicles, and two-wheelers, and three-
wheelers in April 2014 as 1,687,243 in April
2013, stating a growth of 10.35 percent with the
corresponding month of 2013. The growth is
becauseof the rise in two-wheeler production.
(SIAM DATA)Domestic automobiles production
increased at 2.36% CAGR between FY16-20 with
26.36 million vehicles being manufactured in the
country in FY20. Overall, domestic automobiles
sales increased at 1.29% CAGR between FY16-
FY20 with 21.55 million vehicles being sold in
FY20.

Two wheelers and passenger vehicles

dominate the domestic Indian auto market. Pas-

senger car sales are dominated by small and

mid-sized cars. Two wheelers and passenger
cars accounted for 80.8% and 12.9% market
share, respectively, accounting for a combined
sale of over 20.1 million vehicles in FY20. Two-
wheeler sales stood at 995,097 units, while pas-
senger vehicle sales stood at 261,633 units in
April 2021.

Overall, automobile export reached 4.77
million vehicles in FY20, growing at a CAGR of
6.94% during FY16-FY20. Two wheelers made up
73.9% of the vehicles exported, followed by pas-
senger vehicles at 14.2%, three wheelers at
10.5% and commercial vehicles at 1.3%.

Indian automobile exports stood at
1,419,430 units from April 2021 to June 2021 as
compared to 436,500 units in April 2020 to June
2020.

The Indian government facilitate foreign
investment in the automobile sector by allow-
ing 100 per cent FDI under the automatic route.
Indian Automotive industry requires less licens-
ing andNo custom duty on imports of automo-
tive components.There is no minimum invest-
ment criteria for automobile industry which at-
tracts the foreign investor to invest in India. It
isforecasted by IHS Automotive, which is a glo-
bal market information provider that India will
become the third largest automotive market in
the world by 2016 ahead of Japan, Germany and
Brazil.

Data Source I1BEF

In order to keep up with the growing de-
mand, several auto makers have started invest-
ing heavily in various segments of the industry
during the last few months. The industry has
attracted Foreign Direct Investment (FDI) worth
USS 25.85 billion between April 2000 and March
2020, according to the data released by Depart-
ment for Promotion of Industry and Internal Tradle
(DPIIT).

In FY21, passenger vehicles sales
reached 27.11 lakhs units, two-wheelers
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reached 151.19 lakhs units,commercialvehides tic sales and export has also doubled. As per
cales reached 5.69 lakhs units and for three- the world bank data in India there are only 13
wheelers it was 2.16 Jakhs units. vehicles per thousand people shows that still
In 2019-20, the total passenger vehicles thereis a huge untapped market within India
<ales reached ~2.8 million, while ~2.7 million  which will definitely attract more and more for-
units were sold in FY21. eign investmentin indian automobile sector only
In October 2020, Japan Bank for Inter- need is to look for good infrastructure facilities
national Cooperation (JBIC) agreed to provide like roads etc.
usS 1 billion (Rs. 7,400 crore) to 5Bl (State Bank The industry also provides great oppor-
of India) for funding the manufacturing andsales tunities for investment and direct and indirect f
business of suppliers and dealers of Japanese employment to <killed and unskilled labour.
sutomobile manufacturers and providing auto
loans for the purchase of Japanese automobiles  References - |
in India. Government of India (GOI), Foreign Di- '
In July 2021, India inaugurated the na- rect Investment Policy, Ministry of Commerce
tional automotive test tracks (NATRAX), which  andIndustry, Department of Industrial Policy and
is Asia’s longest high-speed track to facilitate promotion.
automotive testing. Jacques Morisset, Neda Pirnia, “How
In Union Budget 2021-22, the govern- Tax Policy and Incentives Affect Foreign Direct
ment introduced the voluntary vehicle scrappage Investment” A Review.

MAH MULA3051/2012 ‘ Vidgaw a1 X a®

policy, which is likely to boost demand for new Report of the working group on automo-

vehicles after removing old unfit vehicles cur- tive sector for the 12th five year plan (2012-

rently plying on the Indian roads. 2017) Ministry of Heavy Industries and Public
In February 2021, the Delhi government Enterprises.

started the process 1o set up 100 vehicle bat- International Organization of Motor Ve-

tery charging points across the state to push hicle Manufacturers, Media Reports, Press Re-

adoption of electric vehicles. leases, Department for Promotion of Industry

The Union Cabinet outlaid Rs. 57,042 and Internal Trade (DPUT), Automotive Compo-
crore (USS 7.81 billion) for automobiles & auto nent Manufacturers Association of India (ACMA),
components sector in production-linked incen-  Society of Indian Automobile Manufacturers
tive (PLI) scheme under the Department of (SIAM), Union Budget 2021-22
Heavy Industries. ‘
In February 2019, the Government of In- adag
dia approved FAME-1I scheme with a fund re-
quirement of Rs. 10,000 crore (US$ 1.39 billion)
for FY20-22.
Conclusion —
The overall study has shown that be-
cause of change in policy that is allowing 100
percent FDI in india through automatic route has
helped Indian automobile industry torattract
more and more Foreign Investment in India. As
3 result the production capacity of Indian auto-
mobile sector has doubled from and the domes-
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