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ABSTRACT

The Automobile Industry is one of the fastest gngwilanufacturing sectors in India. Before the imtngtion of
the liberal economic policies of the 1990s thist@ewas also suppressed under the protectionisicpakgime. But the
liberal economic policies adopted in the 1990s gwhthe fate of this industry. Various measureshaeen undertaken
in India to promote this sector. The present stisdgn attempt to understand the recent trends englrformance of the
Indian Automobile Industry. Here performance hasrbanalyzed by the trends in the growth of productsales, and
export as well as FDI inflows. By analyzing the italsle data from various sources we could find thia¢ Indian
Automobile Industry has been registered an impvesperformance during the study period. The aniawarage growth
of production, sales, and export is more than tigit dvhich shows the potential capability of IndiAntomobile Industry
to grow further.

KEYWORDS: Foreign Direct Investment, Passenger Vehicles, Ceroia Vehicles, Two Wheelers, and Four Wheelers,
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INTRODUCTION

The automobile industry is one of the major conifs to the gross domestic product of India, doamts 7.1 %
of India’s GDP and also provides employment to lillian people either directly or indirectlyCII? and EY, 2016).
Before the advent of the economic reforms of 198dre were only very few players in the Indian autbile industry. Up
to 1982, there were only 5 players in the Indiatoaobile industry (IBEF, 2016). But the liberalimat measures have
changed the fate of this industry as well. Now ¢hare more than 50 players in the Indian automdgitetor with a gross
turnover of US $ 67724 million in 2016-17. In 20®lia becomes the fourth largest auto market instbdd (Economic
Times, Mar 24, 2018). This sector has attracted8e$ 18.43 Billion foreign direct investment beemeApril 2000 and
December 2017 (makeinindia.com). ‘Automobile indys$tas made significant achievements in developiggigning and
manufacturing capability in the country. India v emerged from just an automobile producing lbesigning and
development hub as well’ (PIB, 2016)
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Indian automobile industry consists of both theoadbile industry as well as the auto componentsirgu Our
present study is focusing on the automobile ingusiutomobiles industry can be broadly classifietbi4 segments
They are Passenger Vehicles, Commercial Vehicleg Wheelers, and Four Wheelers. Passenger Vehictdsdes
Passenger Cars, Utility Vehicfeand Multipurpose VehiclésCommercial Vehicles (CVs) can be further classifinto
Medium and Heavy Commercial Vehicles (M&HCVs) anijht Commercial Vehicles (LCVs). Both M&HCVs) and
LCVs includes Passenger Carriers and Goods Carrldnee Wheelers also includes Passenger CarrietsGoods
Carriers. Two wheelers include Scooter/ Scootezetitotorcycles, Mopeds, and Electric Two Wheelar2015-16 India
were the ¥ largest Commercial vehicle (CV) Manufacturef, lérgest Passenger vehicle (P V) manufactused %'

largest Heavy truck manufactureP? Bargest Two-wheeler manufacturer and thelargestt6r manufacturer in the world.

History of the Development of Indian Automobile Industry: The history of the automobile industry in India is
more than a century old and goes to the ninetesgrtkury. In 1840 the first automobile company ahl&mpson & Co
established in India to build a steam car and steaslt was in 1987 the first car run on Indian roag,eresident of
Calcutta who brought it to India. The next yeaeréhwere four imported cars were used in Bombag, anthem was
owned by Jamshedji Tata a leading industrialist, Rlisstom Cama, a Solicitor, Mr. Cawasji, Vadia, arthant and Mr.
Pack a Bombay Jeweler. In Madras, the first car oraly in the year 1901 by Mr. Yorke of Parry’s &CSoon after this,
the motor cars become visible on Indian roads. Ma¢oring becomes apparent as it was more comftegspre, and
status than the then used modes of transportation.

A Madras-based company Samuel John Green of Simfag0a built the first steam car of India in 1903wd@
years later, Simpson built the first steam Busaft between Bezwada (Vijayawada) and Masulipatamctiipatnam) in
what was possibly the first motor bus service ia tountry (Muthiah and Gopalan.,2013). In 1904, Bemgal Coal
Company had officially set up a motor wing at itsi@s in Ranigunj and made a car called Dennis, lwaigoyed a great
reputation in those days as a manufacturer ofdhght and long lasting vehicle. In 1907, Burn & @ddwed this lead and
bought a four-seater Albion car for the use otdfs management. The import of motor vehicles haseased during the
First World War. But in 1918 the government restéritcthe import of motor vehicles and later it weshoved in 1920 and
the total number of imported vehicles increaseti3@86. (Syamala G (2011)

In the 1920s two foreign manufacturers, one from Wsnamely ford motor company and another from Gana
namely General Motors comp&rset up local companies to do business in motar @ad trucks in IndigGeneral Motors
India started to assemble trucks and Cars in faetory located in Bombay in 1928. Followed by ttiie Ford motor
corporation was also launched their assembling uniMadras Bombay and Calcutta during the 19304981 Simpsons
started a repair workshop in Madras. Later in 198&Jison & Co Ltd commenced assembly of cars ancks in Madras.
(Muthiah and Gopalan., 2013).

% there are different types of classification, butaur present study we follow the classificationSxfciety of Indian
automobiles (SIAM)

* It also Includes Sports Utility Vehicles (SUVs)

®> Now it is called as Vans

® 4" Jargest car manufacturer in the world after USAin@ and Japan in March, 2018.

" Mentioned invww.kolkataonwheels.com

® Subsidiary of General Motors, U.S.A
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M. Viswesarayya, the father of Indian planning cbuinderstand its importance in the 1930s. To him, t
“development of a full-fledged automotive indusisythe key to our economic growth”. In 1935 M Viswmarayya
summoned a meeting of few businessmen to discespdhsibility to establish an indigenous car mactuféng unit in
India. It was believed to be possible to manufactuicar in India with the help of the Tata steahplat Jamshedpur and
the metallurgical workshop in Bombay. An automolidetory committee was set up on April 17, 1936ty Indian

Merchant Chamber in Bombay to prepare a detailedgsal, but not much progress could take placen(8ism 2011)

It was during1940s the manufacturiofautomobiles in India got a great leap. In 18#i@dustan Motors Ltd was
incorporated by the Birla group at Port Okha neaja@t and their first product was made in the yE260. In 1944
Premier Automobiles Ltd was established by the Wabhcl group in Bombay in collaboration with the Ciey
Corporation of the US and in 1947 their first védiwas produced. Both companies were set up withoytsupport from
the governmentMahindra & Mahindra was established in 1945 by twothers, and it began the assembly of Jeep CJ-3A
utility vehicles. In 1945 Tata motors was incorgecaon ' September at Mumbai to manufacture diesel vehides
commercial use, excavators, industrial shunter, phrs) heavy forgings, and machine tools. In 195Q BAtered into

acollaboration with Fiat S.p.A of Italy and stareeskembly of Fiat 1100 cars.

Automobile Industry in India After Independence: The industrial sector in independent India wasigdiby
various industrial policy resolutiotfs which were protectionist in nature. The auton®fiiidustry has also suffered a lot
due to the license raj and import substitutfquolicies. Under license, raj license has to baioktd from the concerned
authority to establish a company, import technologgomponents. But obtaining a license involvetides bureaucratic
procedures, while imports of technology and compts&vere difficult and unprofitable, as a resuig barriers to entry

were high.

The first tariff commission inquiry in 1953 has gegted a comprehensive policy for the developmént o
Indigenous automobile industry in India. It inclsdA progressive increase in indigenous contentoup0% of raw
materials, Protection against imports and it alsmmmended to restrict the foreign equity partibgraup to 49 percent

except in special cases.

Guided by these principles India had to manufactdr&omponents for car, bus, tractor etc indigeshpuBut
building all these in a short span of time wasesagy. It has led to the extinction of foreign firfrem India. This led to a
lack of technology upgradation, modernization, @&xgort of Indian automobile industry. As a resuitadl these, the
automobile market was dominated by ‘AmbassadoHiodustan Motors and ‘Premier Padmini’ of Premiat@mobiles
up to 1980s. These cars were costly in relatiothéopurchasing power of most Indians. Tigsulted in low production
levels at around 30,000 vehicles a year. Custommaisto wait for their turn, even if they could affat. It was an era of

scarcity.

? It was a modified version of Morris oxford serlater modified and renamed as ambassador in 1958

19|PR, 1948 and IPR 1956, ‘The Industry Policy Retioh of 1948 announced that automobiles and tract@uld be

classified amongst industries which would be sutiiecegulation and control by the Central GovernthéMuthiah and
Gopalan., 2013).

™ Import Substitution:
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The period of the 1980s witnessed landmark progressdian Automobile Industry. The Government aléal
foreign technology with or without equity partictipn with Indian companies in the Indian automobidustry. As a
result in 1982, Maruti Udyog Limited (MUL) came & a Government initiative. It established a joiahture with
Suzuki Motor Corporation of Japan to manufactutevacost car affordable to the common man. In tweeeler segment
following companies made an entry: Suzuki, Hondawisaki, Yamaha — all from Japan, Piaggio (Italyddders: Steyr
Daimler Puch (Austria), Zundapp (Germany) Mopedgrati Garelli (Italy) (Jotva, 2015500n after that in 1985-86, the
government initiated certain policy measures far #utomobile sector, it liberalized the policiesiaihhelped in the
import of technology. Only the new entrant Marutho had entered the market with small and fuekiffit cars and new

technology, achieved tremendous success and légolargdhe Market.

Automobile Industry in India Since 1991: So many policy changes were also announced in nidean
Automobile sector in the wake of economic liberatian. Liberal policies announced during this péreso became
beneficial to the automobile industry. ‘The fisgakasures, tax reliefs and reforms in equity regpriatand foreign
exchange led to significant growth in the autommisiéctor’. (Economy watch, 2010). It was duringrtid-1990s foreign
players were entered into the Indian market. lrtgomal players like Ford, Hyundai, Toyota, Daewé&igt, General
Motors and Honda were entered to Indian Automdlitistry from 1995 to 2000 through technical fiean major-minor
investments. Now, most of the global Original Eaqugnt Manufacturers (OEMs) are established theisgree in the
Indian automobile industry. Automobile Policy 208owed 100 % foreign equity investment under awtienroute in
Indian Automobile Industryvithout any minimum investment criteri@he government has also announced a rebate on
R&D expenditure it helped to improve the R&D exprumek in this sectorln 2014-15 this sector accounts 8% of the
country’s R&D expenditure. In 2015 the Governmeas heleased an automotive mission plan 2016-2&. fflan aims to
make India the third largest auto manufacturethenworld by 2026. The policy also targets to iaseits contribution
from the current 7.1 % to India’s GDP to 12 % by@0It also aims to create 12 million additionabgorelated to this

sector.
Objectives of the Study
Based on the above discussion the present studlyesétllowing objectives
* To analyze the trends in the production and sdlésdéan Automobile Industry
* To understand the trends in the export performafitedian Automobile Industry.
* To understand the trends in the FDI inflow intoilmdAutomobile Industry.
Methodology of the Study

In the present study, the performance trend ofaimdiutomobile Industry has been analyzed from 216
2017-18. The period has been chosen due to thiabwiay of comparable data. In order to understémeirecent trends in
the performance of Indian A utomobile Industry, veke data from the various issues of Statisticalfiler of the
Automobile Industry in India, SIAM and data.govemmhin. The data has been analyzed by using vastatsstical
techniques like average, percentage, AAGR (Avefsgaual Growth Rate), trend analysis line and bagdim
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Analysis of the Data: Performance of Indian Automolie Industry

The Indian Automobile industry has witnessed tresioeis progress in terms of production and saleshleTh1
below clearly shows that the total number of Autbite production has been increased from 53,16,802011-02 to
2,90,73,892 vehicles in 2017-18. The auto autoreobnidustry has a whole registered an impressiveviraate
throughout the period. The annual average growth iraproduction was 12 during this period. All thegments of the
automobile sector registered a two-digit growtle rathe growth rate of commercial vehicle was highaing this period.

It was 13 per cent per annum while the passendgcleeindustry registered an average growth rate20% per annum

Table 1:Trends in the Production of Automobile Indwstry (GR in Per cent)

Passenger Commercial Three Two Grand
Year Vehicles | GR Vehicles GR | Wheelers| GR Wheelers | GR Total GR
(No) (No) (No) (No) (No)

2001-02| 6,69,719 1,62,508 2,12,748 42,71,327 53,16,302

2002-03| 7,23,330 8 2,03,697 25 2,76,7119 30 50,16,2219 62,79,967 18
2003-04| 9,89,560| 37 2,75,040 3b 3,56,2P3 29 564227 11 72,43,564 15
2004-05| 12,09,876 22 3,53,703 20 3,74,445 5 65299,8 16 84,67,853 17
2005-06| 13,09,300 8 3,91,083 11 4,34,4P3 16 76908,6 17 97,43,503 15
2006-07| 15,45,223 18 5,19,982 3B 5,56,126 28 88686, 11| 1,10,87,997 14
2007-08| 17,77,583 15 5,49,006 6 5,00,660 -10 86316, -5 | 1,0853,930 -2
2008-09| 18,38,593 3 4,16,870 -24  4,97,0R0 11 849™,| 5 1,11,72,275 3
2009-10| 23,57,411 28 5,67,556 3b 6,19,194 25 12080B| 25| 1,40,57,064 24
2010-11| 29,82,772 27 7,60,753 34 7,99,553 29 1983349 | 27| 1,78,92,427 27
2011-12| 31,46,069 5 9,29,136 2P 8,79,289 10 158327 16| 2,03,82,024 14
2012-13| 32,31,058 3 8,32,649 -10  8,39,748 14 18156 2 2,06,47,611 1
2013-14| 30,87,973 -4 6,99,035 -16  8,30,1p8 11 8HB49| 7 2,15,00,165 4
2014-15| 32,21,419 4 6,98,298 0 9,49,0019 14 1,83]189, 10| 2,33,58,047 9
2015-16| 34,65,045 8 7,86,692 1B 9,34,104 12 1,8830 2 2,40,16,068 3
2016-17| 38,01,67Q0 10Q 8,10,253 3 7,83,721 -16  13083W®| 6 2,53,29,383 5
2017-18| 40,10,373 5 8,94,551 10 10,21,911 30 273054 | 16| 2,90,73,897 15
AAGR 12 13 11 11 12

Source: SIAM (compiled and computed by the reseajch
AAGR; Annual Average Growth Rate

The data on the sales of auto mobile shows sirtriégrds. The average annual growth rate in the sdlesotor
vehicle was 11 per cent per annum. It is clear ftbenTable 1 is that the growth rate was highezammercial vehicle
industry with an average annual growth rate of é&ent per annum. Only three wheeler industry tegd a growth rate

which is less than 10 %, but the achieved 8 % dnoate per annum is also an impressive one.

Figure 1. below shows the trends in the domestessaf automobiles as well as the category wisedsealuring
the study period. From the figure, it is understtivat domestic sales have been increasing overetes. The 2 wheeler
segment accounts around 80 % of domestic saleswietl by the Passenger vehicles in all the yearsmgluhe study

period.
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Table 2: Growth in the Sales of Automobile Industry(GR in Per cent)
Year | Passenger Vehicley Commercial Vehicles| Three Wheelers| Two Wheelers | Grand Total
2001-02
2002-03 4.75 30.01 15.60 13.74 13.11
2003-04 27.56 36.41 22.70 11.47 14.63
2004-05 17.68 22.42 8.37 15.76 15.96
2005-06 7.68 10.24 16.91 13.57 12.77
2006-07 20.73 33.25 12.22 11.63 13.67
2007-08 12.31 4.86 -9.69 -7.91 -4.64
2008-09 0.18 -21.67 -4.13 2.60 0.72
2009-10 25.67 38.66 25.92 25.99 26.44
2010-11 28.20 28.57 19.44 25.59 25.91
2011-12 5.13 18.19 -2.42 13.94 12.15
2012-13 1.34 -2.01 4.87 2.89 2.49
2013-14 -6.06 -20.22 -10.81 7.32 3.54
2014-15 3.90 -2.83 10.94 7.89 7.06
2015-16 7.23 11.51 1.05 3.01 3.78
2016-17 9.26 4.14 -4.89 6.89 6.81
2017-18 7.89 19.94 24.19 14.80 14.23
AAGR 10.84 13.22 8.14 10.57 10.54
Source: SIAM (Computed by the researcher)
AAGR: Annual Average Growth Rate
2,50,00,000 -
2,00,00,000 - H2W
1,50,00,000 - IW
1,00,00,000 -
BCVs
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Source:SIAM (computed by the researcher), 2W- Two Wheed®v-Three Wheeler, CVs- Commercial Vehicles and

Figure 1: Trends in Domestic Sales

PVs- Passenger Vehicles

industry. The annual average growth rate duringdhperiods was 23 per cent. All the sub segmenisutdmobile

industry witnessed an outstanding performancerimgeof export growth rate. The growth rate was mhigjter in three
wheeler industry. It registered a remarkable 29%#a@ge annual growth rate during this period. Thal humber exported
vehicles have been increased from just 1, 81,6@001-02 to 40, 40,172 in 2017-18. Out of these)172 exported

The export performance was much higher than thevtraate in production and sales of Indian Auton®bi

vehicles two wheelers itself account 28, 15,0167468 of total automobile exports)
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Table 3: Growth in the Export of Automobile Industry (GR in Per cent)

Passenger Commercial Three Two Grand
Year Vehicles | GR Vehicles GR Wheelers| GR | Wheelers | GR Total GR
(No) (No) (No) (No) (No)

2001-02 50,088 11,870 15,462 1,04,183 1,81,603
2002-03 70,828 41 12,255 3 43,366 180 1,79,682 72 ,06,B31 | 69
2003-04| 1,29,291| 83 17,432 42 68,144 57 2,65,062 484,79,919 | 57
2004-05| 1,66,402| 29 29,940 72 66,795 12 3,66,407 386,29,544 | 31
2005-06| 1,75,572 6 40,600 36 76,88[L 15 5,13,169 408,06,222 | 28
2006-07| 1,98,452 13 49,537 22 1,43,806 37 6,19,64421 10,11,529| 25
2007-08| 2,18,401 10 58,994 19 1,41,2P5 2 8,19,7(1332 12,38,333| 22
2008-09| 3,35,729| 54 42,625 -28 1,48,066 5 10,04,1723 15,30,594| 24
2009-10| 4,46,145| 33 45,009 6 1,73,214 17 11,40,058.4 18,04,481| 18
2010-11| 4,44,326 -0 74,043 65 2,69,968 56 15,31,61%84 23,20,076| 29
2011-12| 5,08,783 15 92,258 25 3,61,7b53 34 19,75,1129 29,37,978| 27
2012-13| 5,59,414| 10 80,027 -13 3,03,088 -16 1976,3 -1 28,98,907| -1
2013-14| 5,96,142 7 77,050 -4 3,53,392 17 20,84,0007 31,10,584 | 7
2014-15| 6,21,341 4 86,939 13 4,07,600 15 24,57,466.8 35,73,346| 15
2015-16| 6,53,053 5 1,03,124 19 4,04,441 1 248,87 1 36,43,494| 2
2016-17| 7,58,727 16 1,08,271 5 2,71,804 383 23740, -6 34,79,169| -5
2017-18| 7,47,287 -2 96,867 -11 3,81,002 40 28,1,01 20 40,40,172| 16
AAGR 20 17 29 24 23

Source: SIAM (Computed by the researcher)

Foreign Direct Investment (FDI) inflows have al$mws an increasing trend over the years. Indiebkasme the
Centre of attraction for global auto makers duthtoincrease in the number of middle class incoempfe and also due to
the low cost labour (Lavanya et al, 2017). The gépetration rate is far below in India if we comgpavith the USA and
China. The penetration rate is 19/1000 (19 passergjecles per thousand population) as comparetiZtd000 in china
and 455/1000 in UK.
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Figure 2: Trends in FDI Equity Inflow

Source:data.govt.in

By understanding the huge potentiality of this getite FDI inflow to India has shown tremendousvgh. The
FDI inflow has been increased from the just US 8 d#llion in 2001-02 to the US $ 2527 million in 2&-17
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CONCLUSIONS

Automobile Industry in India has witnessed tremarsl@rogress during the post-liberalisation peridte

conducive policies of the government helped thitaeto grow and develop its activity in the glolmahrket also. The

production and sales of this sector have also texgid an impressive growth rate during the studyoge The two-digit

growth rate in the production, sales, and expodlibfegments of this sector during the study meslbows a great ray of

hope to achieve the targeted position of the folamipest producer of the automobile in the world2B826 envisaged in the
Automotive Mission Plan for 2016-2026.
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