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ABSTRACT

The Foreign Direct Investment in Indian Automobitelustry has opened up new avenues for the develnpaf
this important sector of Indian industries. Theeldlization of government policies regarding FDIthe automobile
industry of India has increased the scope of thitstry. The first FDI player in the Indian autoritebndustry was
Suzuki. In 1980s this company entered into a joenture with MarutiUdyog, a state run enterprisae Then Indian
government permitted this company to enter theamdiutomobile market in 1983.In 1991, the goverrineénindia
liberalized its policies regarding the automobildustry of India Foreign Direct Investment in theamnotive industry of
India was permitted. In 1993, FDI was also allovwethe passenger car segment of Indian automatuesiry. This paper

analysis the progress so far made through FDIdremautomobile industry.
KEYWORDS: Foreign Direct Investment, Automobile Industry, Sutobile Production Trends, Foreign Investment
INTRODUCTION

A Foreign direct investment (FDI) is a controlliognership in a business enterprise in one countrgrbentity
based in another country. Foreign direct investmiendistinguished from portfolio foreign investmera passive

investment in the securities of another countnjhsag public stocks and bonds, by the element aftfoty.

According to the Financial Times, "Standard deifamis of control use the internationally agreed Hdcpnt
threshold of voting shares, but this is a grey asaften a smaller block of shares will give cohin widely held

companies. Moreover, control of technology, manag@neven crucial inputs can confer de facto céntro

The origin of the investment does not impact théniten as an FDI, i.e., the investment may be maither
"inorganically" by buying a company in the targetintry or "organically" by expanding operationsaofexisting business
in that country.

An investment made by a company or entity basedni| country, into a company or entity based in lagot
country. Foreign direct investments differ substdlytfrom indirect investments such as portfoliovfs, wherein overseas
institutions invest in equities listed on a natiostock exchange. Entities making direct investsawpically have a
significant degree of influence and control ovez ttompany into which the investment is made. OpeEmamies with
skilled workforces and good growth prospects temdattract larger amounts of foreign direct invesiimehan closed,

highly regulated economies.
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The investing company may make its overseas inva@gtin a number of ways - either by setting up lasiliary
or associate company in the foreign country, byuagty shares of an overseas company, or througtemger or joint

venture.

Foreign investment was introduced in 1991 undeeigor Exchange Management Act (FEMA), driven by then
finance minister Manmohan Singh. As Singh subsetijubrcame the prime minister, this has been orfesofop political
problems, even in the current times. India disafldvoverseas corporate bodies (OCB) to invest imalnddia imposes
cap on equity holding by foreign investors in vagasectors, current FDI in aviation and insuramaass is limited to a
maximum of 49%.Initially, the automobile industry imdia was ruled by national vehicle manufacturgke Premier
Automobile and Hindustan Motors. The entrance oéiffn automobile companies in the market was wsttiby the
imposition of high import tariffs and other polisiand measures. India has a manufacturing advairtage automobile
sector. Big names like Ford Motor Company, Gendfators, GE Corporation, Nissan-Renault, VW GroumnHa
Motors, and Toyota Motors have set up their manufatg units in India. Today India can boast ofgtslity resources

which are given below:
» Abundant capital goods,
» Brilliant engineering talent Low overall cost,
» Political stability ,
e Language strength of English,
» Legal and efficient accounting framework

India is looking forward to developing its auto qmmnents industry and pharmaceutical industry whgh
becoming an influencing factor in the Automobilerked. Foreign Direct Investment has already petedrthe market. As
such India is considered to be the 4th largest #&3tination in Asia. The automobiles industry ie thost dynamic
manufacturing sector of the country as well. Autdustry in India has grown in skills and lower pdclt can now cater to
global markets with quality products. Today, thaliém automobiles manufacturing industry has 11 qragsr car
manufacturers, 12 commercial and utility vehicl®, tivo wheeler manufactures, 12 tractor manufactares 3 three
wheeler manufactures. The first FDI player in thdian automobile industry was Suzuki. In 1980s tloisipany entered
into a joint venture with MarutiUdyog Limited, aast run enterprise. Then the indian government ipieaithis company
to enter the Indian automobile market in 1983. 891, the government of india liberalized its pagiregarding the
automobile industry. FDI in automotive industry wasrmitted. In 1993, FDI was also allowed in thesgemger car
segment.FDI Inflows to Automobile Industry have e an increasing rate as india has witnessedjar rmaonomic
liberalization over the years in terms of variondustries. The automobile sector in India is grgny 18 percent per
year. The basic advantages provided by india inatitemobile sector include, advanced technologgt-effectiveness,
and efficient manpower. Besides, india has a wellelbped and competent Auto Ancillary Industry glowith
automobile testing and R&D centers. The automobdetor in india ranks third in manufacturing thrgkeelers and

second in manufacturing of two wheelers.
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The automobile industry is one of India’s majorteex, accounting for 22% of the country’s manufaciy GDP.
The Indian auto industry, comprising passenger, cave-wheelers, three-wheelers and commercial Vehids the
seventh-largest in the world with an annual producof 17.5 million vehicles, of which 2.3 millioare exported.

Two-wheelers dominate the Indian market; more & of the vehicles sold are two wheelers.

According to Ministry of Heavy Industry and PubEmterprises, the total turnover of the Indian aubite
industry was estimated at USD 73 billion and exposere estimated to be USD 11 billion in the ye@d®-11.
The announced cumulative investments in this sewtose USD 30 billion during this period. The maut@mobile hubs in
India are based at Chennai, Gurgaon, Manesar, PAlmaedabad, Halol, Aurangabad, Kolkata, Noida amchdalore.
Chennai is the biggest hub accounting for 60% didn auto exports. The auto components industtiipagh largely

concentrated near automobile hubs, is fairly widesg in other parts of the country too.

According to the Department of Industrial PolicydagAromotion (DIPP), the auto sector accounts forof%6tal
foreign direct investment (FDI) inflow into Indids per the DIPP’s FDI figures for May 2012, FDIlow into the auto
sector for the period April 2011 to March 2012 tethUSD 923 million; cumulative FDI into the secfior the period
April 2000 to May 2012 stood at USD 6,853 milliohhe DIPP is part of the Government of India’'s Minisof

Commerce and Industry; it is responsible for foratinlg and implementing the country’s FDI policy.

Automobile Industry Sector comprises Passenger aate ancillaries etc. FDI inflows in the automebindustry
sector, during Jan 2000 to Dec. 2008 is US$ 3.@hich is 4.09% of the total inflows received thrbuglPB/SIA route,
acquisition of existing shares and RBI' automatiate. The trends in automobile sector show thatetiea continuous
increase of investment in this sector after 200vayds (Chart- 3.20). Major investment came fromadaf27.59%), Italy
(14.66%), USA (13.88%) followed by Mauritius(7.77%hd Netherlands (6.91%). in India Mumbai, New Delhd
Ahmedabad received major chunks of investment3i6e98%, 26.63% and 9.47%). The total numbers ofayats for
automobile industry have been of the order of 18tk an equity participation of US$ 6.1 bn, which7.01% of the total
investment. Automobile industry sector ranks 5thhie list of sectors in terms of cumulative FDI epjed from August
1991 to Dec 2008. Out of 1611 numbers of foreighaborations approved 734 are technical and 87 7fimeacial in

nature.
OBJECTIVES OF THE STUDY
* To study the FDI inflow in automobile sector in iadrom 2005-2011.

» To forecast the trends of inflow of FDI in automelsector till 2018 in India.

Index Copernicus Value: 3.0 - Articles can be sernb editor@impactjournals.us




Figure 1: The Automobiles Market is Split in to Fou Segment

Developed economies consider FDI as an engine okehaccess in developing and less developed deantr
vis-a-vis for their own technological progress aimd maintaining their own economic growth and depebent.
Developing nations looks at FDI as a source oinfjllthe savings, foreign exchange reserves, revetnage deficit,
management and technological gaps. FDI is considgsean instrument of international economic irdgéign as it brings a
package of assets including capital, technologyjagarial skills and capacity and access to foreignkets. The impact
of FDI depends on the country’s domestic policy &meign policy. As a result FDI has a wide randenapact on the
country’s economic policy. In order to study thepawt of foreign direct investment on economic gtgwitvo models were
framed and fitted. The foreign direct investmentdelcshows the factors influencing the foreign diiegestment in India.
The economic growth model depicts the contributibforeign direct investment to economic growth.

The automotives industry 1s concentrated with leaders in each segment commanding a share of over 40 per cent
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Figure 2: Presence of a Clear Leader in Each Markebegment
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Figure 3: Emergence of Large Automobiles Clustersiithe Country
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STONG FDI INFLOWS IN AUTOMOBILES SECTOR

Policy and Schemes

The Indian government encourages foreign investnmetite automobile sector and allows 100% FDI urtter
automatic route. It is a fully delicensed industnyd free imports of automotive components are athvwworeover, the

government has not laid down any minimum investneeitéria for the automobile industry.

Besides offering a liberal FDI regime, the governirtgas made successive policy changes that allostfonger

growth in the automotive sector. Major among these

» Automotive Mission Plan: Prepared by the Ministry of Heavy Industries andlleLEnterprises, the Automotive
Mission Plan aims to accelerate and sustain gramthe sector over the period 2006 to 2016. Underpian, it
is aimed to make India a global automotive hubhwjpecial emphasis on the export of small cars, BlUwo-
and three-wheelers and Auto components. The plmaiins to double the contribution of the autormegector
to the country’s GDP by taking its turnover to USB5 billion and providing additional employment 26
million people by 2016.

* National Automotive Testing and R&D Infrastructure Project: This is a USD 388.5 million initiative of the
Government of India and various state governmenis;aimed at creating a state-of-art and dedit#gsting,
validation and R&D infrastructure across the couwtpart from the policies introduced by the goveamnfor
the auto industry, another positive step takenhgyGovernment of India has been the tax relief ipiex/in the
2012 budget. According to the new tax laws, exdigy on specified parts of hybrid vehicles has begluced to
6% from 10%. Excise duty on lithium ion battery kacfor supply to electric vehicle or hybrid vehicle
manufacturers has also been reduced to 6% from Be%ides, the full exemption from basic customs durtd
special countervailing duty (CVD) with concessioaatise duty or CVD of 6% on some parts of hybthieles
is being extended to specified additional items &tdum ion batteries imported to make battery ksador
electric or hybrid vehicles. Therefore, the reduetin excise duty on specific parts supplied to ufiacturers of

electrical and hybrid vehicles will promote the @tb of environment-friendly cars.
Auto Policy (2002)

The most important being the announcement of theo'Aolicy' of 2002, which aims to establish a glbb
competitive automotive industry in India and douitéecontribution to the economy by 2010. The pobeeks to set out
the direction of growth for the sector and promi@&D therein so as to ensure continuous technolquyradation as well
as building up of better designing capacities.nhiphasizes on low emission fuel auto technologiet arailability of
appropriate auto fuels in order to take auto mastufang to a self-sustaining level. Broadly, thgemives of the auto

policy are to:-

» Exalt the sector as a lever of industrial growtd amployment and to achieve a high degree of vadigition in

the country
» Emerge as a global source for auto components

» Establish an international hub for manufacturingabmaffordable passenger cars and a key center for
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manufacturing tractors and two-wheelers in the @vorl
» Ensure a balanced transition to open trade at armaimisk to the Indian economy and local industry
» Conduce incessant modernization of the industryfacititate indigenous design, research and devetop
» Steer India's software industry into automotivéntedogy
» Assist development of vehicles propelled by altermaergy sources

» Development of domestic safety and environmengadddrds at par with international standards

Table 1
Sub Sectors of FDI equity inflows in Automobile Industries
(January 2000 to December 2010)
Sub Sectors Anlmunt of FD! Inﬂluws. —Percentage with total FDI Inflows
Rupees in Crores| US § in millions
Heavy Vehicles 6830.35 1479.2 1.16
Passenger Vehicles 13516.25 3008.04 237
Auto ancillaries/Parts 2857.06 635.44 0.5
Others (Transport) 2768.93 617.47 0.49
Total of above 2597259 5740.15 4.52
Source-Directorate of Ecomomics & Stafistice

Table 2

Automobiles Production Trends (In numbers)

Category 2004-05 | 2005-06 | 2006-07 | 2007-08 | 2008-09 | 2009-10 | 2010-11
Passenger Vehicles | 1209876 | 1309300 | 1545223 | 1777583 | 1838593 | 2357411 | 2987296
Commercial Vehicles | 353703 | 391083 | 519982 549 416870 | 567556 | 752735

Three Wheelers 374455 | 434423 | 556126 | 500660 | 497020 | 619194 | 799533
Two Wheelers 6529826 | 7608697 | 846666 | 8026681 | 8419792 | 10512903 | 13376451
Total 8467853 | 9743503 | 11087997 | 10853930 | 11172275 | 14057064 | 17916015
Source-SIAM Industry Statistics

Table 3

Share of Top five countries FDI inflows for automobiles industries
From January 2000 to December 2010)

Ranks Country Amount of FDI Inflows |Percentage of FDI Inflows
- Rs.In Cr. |US $ In million| in Automobiles Industries
1 Japan 6238.92 1359.69 23.69
2 USA 384217 838.7 14.61
3 Netherlinds | 3236.15 72225 12.58
4 Italy 271571 634.04 11.65
5 Mauritins 2231.16 495.32 863
Total of above 18264.11 4050 71.16

Source-Directorate of Econamics and Statistics
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Table 4
Foreign Investment Inflows (RS. In Crores)
Years |DirectInvestment Portfolio Investment Total
200506 39674 55307 94981
2006-07 103367 31713 135080
2007-08 138278 109741 248017
2008-09 161481 -63618 97863
200510 188815 161880 350695
2010-11 135120 157355 292475
Source -Directorate of Economics & Statistics

LETRATURE REVIEW

Rajesh andDileep (2013), according to the authtbesForeign Direct Investment in Indian Automobitelustry
has opened up new doors for the development of ithortant sector of Indian industries. The libeaion of
government policies regarding FDI in the automobildustry of India has increased the scope ofitidsistry. The first
FDI player in the Indian automobile industry wasz@ki. In 1980s this company entered into a joinhtuee with
MarutiUdyog, a state run enterprise. The Indianegoinent then permitted this company to enter tldéaimautomobile
market in 1983.In 1991, the government of Indiseldlized its policies regarding this industry ahdst FDI in the
automotive industry was permitted. In 1993, FDI vedso allowed in the passenger car segment of rindigomobile

industry. This paper analysis the progress so atarthrough FDI in Indian automobile industry.

Rajalakshmi and Ramachandran (2011) deeply disdubs¢=DI Inflows to Automobile Industry have besran
increasing rate, as India has faced a major ecandiberalization over the years in terms of variondustries. The
automobile sector in India is growing by 18 percpet year. The basic advantages provided by Indthe automobile
sector include, advanced technology, cost-effenttgs, and efficient manpower. Besides, India hasladeveloped and
competent Auto Ancillary Industry along with autolile testing and R&D centres. The automobile setdndia ranks
third in manufacturing three wheelers and seconthémufacturing of two wheelers. The major investiogintries are
Mauritius (mainly routed from developed countrigdd5A, Japan, UK, Germany, the Netherlands and Skotlea. 24.
India needs to worry on the foreign direct investtn@DI) front. According to the statistics releddey India’s Ministry
of Commerce and Industry, the country has receordd $18.35 billion in FDI in the first 11 monthégril-February) of
the financial year 2010-2011, compared to $63dillihat came in the 11 months of the previous fit@ryear. Indian
Automotive sector is aiming much higher and hastla scopes to come up with flying colours. Vari@gomobile
companies are replacing foreign multinational conisin terms of consumer satisfaction. Since 2@0&motive sector
has much to deliver in the years to come. Diresestiment Inflows in India-Opportunities and Bersefitmportant
Aspects of FDI in Automobile Industry, Recent FDiefids in India. The major foreign players, who havsignificant
role in the development of Indian automobile indysivere discussed and the passenger car segnmmihgProduction,

sales and Investment were analyzed.Here the rémgarsing three statistical tools for analyzing shedy.

Nivedita and, Mary binu T.D., Rani Jayalekshmi (201in this study author said Foreign Direct Invesit, or

FDI, is a type of investment that involves the flolWforeign funds into an enterprise that operates different country of
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origin from the investor. Foreign Direct

Investment assures a true success for the homergoEbI is an important factor in the globalizatiprocess as
it increases the interaction between countriesladdstries. Automobile Industry in India has a vetg history and is an

industry that is growing very

Fast and it is righty called as the ‘Sunrise séabrindian economy. The cumulative FDI in the autubile
industry from April 2000 to January 2012 is US $28% million. The automobile industry in India isoging by 18
percent per year and is expected to provide empoyrdor 35 million people by 2022. In this papeg study the impact
of inward FDI in the automobile industry. In thigpger, we try to understand the FDI inflow in thelitm automobile
sector and the various segments of the automobdmisand the trend of FDI inflow in the Indian @ubbile sector. We

try to analyze the challenges and the opportunitie&DI inflow in the Indian automobile sector.

Velury Vijay Bhasker and Y.V.S. SubrahmanyaSarm@l®8 conducted a study on ‘Foreign Direct Investimen
(FDI) in Automobile Industry (to complement) alomgth purchasing power capacity and auto-financdlifadhas been
the important factors for its steady growth in badiProduction and Sales with a variety viewingth# segments and

export earnings.

Naibsingh (2015) In his paperforeign direct investinis very essential for the industrial developtadrthe any
nation. India is a developing country. FDI can help to avail the benefit of latest technical knoswh foreign
entrepreneurship, skilled workforce, experiencetofobile sector of India is progressing day by dag fast pace. On an
average, this industry manufactures 17.5 milliohigles every year. This sector is assisting theistiéhal development of
the country appreciably by producing all types effiicles like two wheelers and other including pagee cars and heavy
duty vehicles. In 2014, total inflow of foreign dat investment in this industry figures to aroun8 WS$ billions. Karl
Pearson’s Coefficient of Correlation depicts tHat telation of the consecutive year’s inflows ofefign capital in the
country directly and the way is not relative. Thiegent inflow of the foreign direct investment is¢h less than it should

be. Government should take more measures to prarm@iten theautomobile industry.

Pankaj Gupta, Rajdeep Gupta, PulkitMaheshwari (R015is studythe automotive industry is at theopty of
India’s manufacturingeconomy. India is positionedoecome one of the world’smost attractive autoveotharkets for
both manufacturersand consumers. These resultditbtree society’s economicgrowth, increased jobs] atability for
families employed by theautomotive industry. Allah, India is set to become one of the huge autbl@andustries in

times to come.

DR. Tinsy Rose Tom and Kavith Anil (2015)accordioghe authorsthe growth of automobile industrgrigcial
and important for the economic development of thentry. Indian Automobile Industry is one of thestfest growing
industries in the world. The Indian automobile seds one of its most remarkably excellent indestriThe industry
accounts for 22 percent of the country's manufatugross domestic product (GDP). It comprises g@agsr cars, two-

wheelers, three-wheelers and commercial vehiclddsaourrently the

Seventh-largest in the world with an average anpuaduction of 17.5 million vehicles, of which 2dllion are

exported. The Indian auto market has the potetgidbminate the global auto industry, provided dyitaenvironment is
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created for potential innovators to come up witlvpgojects. The next few years are projected tovsbolid but careful
growth due to improved affordability, rising income@nduntapped markets. All these open up an oppbyrtdor
automobile manufactures in India. In addition, vilte government's backing and a special focus poréxof small cars,
multi-utility vehicles (MUVs), two and three-wheeteand auto components, the automotive sector'silsotion to the
GDP is expected to double, reaching turnover of U8%$ billion in 2016, according to the Automotiveidgion Plan
(AMP) 2006-2016.

Ponnuswamy(2012) in his articlein order to furtlaecelerate and sustain advancements in the autorsec
thedepartment has undertaken several policy measurg incentives. The most important is the annement of the
'‘Auto Policy' of 2002, which aims to establish algllycompetitive automotive industry in India adduble its

contribution to the economy by 2010. The policgés out the direction of growth for the sector anoimotes R&D

Therein so as to ensure continuous technology agagion as well as building up ofGood designingacijes. It
emphasizes on low emission fuel auto technologreb theavailability of appropriate auto fuels in erdo take auto
manufacturing to a selfsustaininglevel.Besides, ahrouncement of 'Automotive Mission Plan' for trexiod of 2006-
2016 is a major step taken to make India a globtdraotive hub. The Mission Plan aimsto make Indmdestination of
choice in the world for design andmanufacture dbawbiles and auto components, with output reaclsirigvel of
US$145 billion (accounting for more than 10% of GBP) and providing additionalemployment to 25 ioill people by
2016.The Mission seeks to oversee the developmémodutomotive industry, that is, the presentestdtthe sector, its
broad role in thegrowth of national economy, it with other key factors of the economy as wslita future growth
possibilities. This is involved in improving thetamobiles in the Indiandomestic market, providingrig class facilities
of automotive testing and certifications well asw@ing a healthy competition among the manufacéuagra common

level.

Shinde and Dubey(2011) in their articlethe indus$tag seen a growth during the last decade. A ménded is
growingat a faster rate. According to CAGR (Cuniilat annual growth rate) the market will furtherowr in years to
come. The opening of the Indian automobile mar&etdreign companies the competition is expecteith¢oease further.
The opportunities can be grabbed through the dii@aton of export basket in untouched foreigntédesions. Thus strict

quality standards, services and use of latest tdogy can provide a competitive edge across theeglo

Gopalakrishnan(2014) in there paper The percentaelgenge in production is showing a fluctuating
trendthroughout the years but, the production @shg an increasing trend. Similarly the sale dfiekes is also showing

an upward trend. This study has shown that

Indian automobile industry has been able to achiégh scores on various components and this hassiive
impact. Automobiles led to strong demand due tassigf revival in the economy and increasing trandifing especially
Organizations decisions will describe how the comgs are placed within the industry and how theackr new
opportunities and innovations; ups and downs inwgrg markets, universal economic trends, and varyéastomer
demand will compel companies to react in an unusagl

Shastry. L and Pradhan(2013)in their articlelndiaxpected to become the third largest automoldlkent in the

world. In a developing nation and agro based ecgnbke India, this is a great indicator of econondievelopment.
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The rapid improvement in infrastructure, huge dainesarket, increasing purchasing power, establish@ncial market
and stable corporate governance framework have thadeountry a favorable destination for investnignglobal majors
in the auto industry. Access to latest and modétiefit technology and techniques will bring comfpedi advantage to the
Indian players. The role of Industry will primarilye in designing and manufacturing products of ekathss quality

establishing cost

Competitiveness and improving productivity in lalaod in capital. With a combined effort of manutaets and
Governmental policies, the Indian Automotive indystill emerge as the destination of choice inwwld for design and
manufacturing of automobiles Narayanan and Vaq#8hB) according to the author, India is a net equd3 of
automobiles and auto-components, the value of wporés in 2005-06 being Rs. 7,206 crore and Rs212,6rore
respectively incurrent prices. This shows that @litomobile sector in India has become competitie.increase its
competitiveness further, tariff protection for amimbiles should be brought down to the level necgs$ar each
component. This will also reduce the attractiverefdsome market in comparison with internationakke& and therefore

may further encourage vehicles exports, which laeehtgh value-added category.
DATA BASE AND RESEARCH METHEDOLOGYS

In pursuance of the above mentioned objective tfleviing methodology was adopted. The present rekea
work is based on secondary data.

e Tools for Data Collection: The secondary data was collected from governmatiteaticated websites like
DIPC.RBI etc.

» Tools for Data Analysis: The above data was analyzed using trend analysis.

Trend Analysis is the practice of collecting information and atf#ing to spot a pattern, or trend, in the

information. In some fields of study, the term Mdeanalysis" has more formally defined meaning.
RESULTS

Table 5: Total Vehicles Automobile FDI Trend (in Numbers)

Year FDI % Change
2005 | 8467853
2006 | 9743503 15.1

2007 | 11087997 13.8
2008 | 10853930 2.1
2009 | 11172275 2.9

2010 | 14057064 25.8
2011 | 17916035 27.5

2012 | 17193515 -4.0
2013 | 18516941 7.7
2014 | 19840369 7.1
2015 | 21163795 6.7
2016 | 22487221 6.3
2017 | 23810648 5.9

Index Copernicus Value: 3.0 - Articles can be sernb editor@impactjournals.us




| 40 Kalpana Agrawal, Nikhil Patidar, Aman Goen & Bhojrajdaswani

| 2018 25134074 5.6

30000000

25000000

20000000

FDI

15000000

10000000 - —#—YEAR

5000000 —&—FDI

0

2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
20128

Graph 1: Shows Trend of FDI of Total Vehicles

From the above graphs it can be observed that Rildw over the years in various automobile sectke |
passenger vehicles, commercial vehicles and twotlamed wheeler has shown a very unsteady and étiotutrend in
various sectors of the Indian economy but showedhammental growth during 2010-11.the introductafrtailor made
finance scheme, easy repayment scheme has alsmihbbp growth of the automobile sectors. FDI infiowndia is found
to be highly correlated with the economic fact@isen in to consideration and it is in India’s ietgrto continue to boost
foreign investment by liberalizing rules on equips, investment reviews and other provisionsthge impeded India’s
ability to attract even more foreign investment rotlee recent years. India also has become oneeofatstest growing
economies, and many U.S. companies view India petaentially lucrative market. It is expected thhé tautomotive
industry will play an important role in helping tkeonomy to continue this growth. Not only are dsticesales expected
to grow dramatically, but India will play a sigriéint role in the global automotive market and hdnd& has become an
attractive destination for Foreign Direct Investinéndia’s economy has experienced a continued k&gél of growth in

recent years. Some predictions are that India'®hgpxpanding economy will soon be the world's@ad largest.

The developed countries like USA, UK, Germany,&i@ investing heavily in our automobile sector.Thdian
government encouraging foreign Investment and a&tbw00% FDI under the automatic route that wasnapoitant
reason for growth in automobile sector. The wortdjs manufacturers, General Motors, Ford, Toyotand4, and others,
have a significant share of already establishedufa@turing bases. These manufacturers hope to mgtapture an
emerging market, but also to use these bases astexgbs to serve the region and the global marketording to
statistics from the Government of India, FDI in thensportation sector, the fourth largest sectdndia.

Table 6: Passenger Vehiclesutomobile FDI Trend (in Numbers)

Year FDI % Change
2005 | 1209876
2006 | 1309301 8.2

2007 | 1545223 18.0
2008 | 1777583 15.0
2009 | 1838593 3.4

2010 | 2357411 28.2
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2011 | 2987294 26.7

2012 | 2963874 -0.8

2013 | 3239657 9.3

Table 6: Contd.,

2014 | 3515437 8.5

2015 | 3791218 7.8

2016 | 4066998 7.3

2017 | 4342778 6.8

2018 | 4618559 6.4
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Graph 2: Shows Trend of FDI of Passenger Vehicles

As it is clearly shown in graph that the growthF&il in passenger vehicles showing better resultsyear 2011
showing good increment with 29,87,296 FDI. The uhecin FDI during 2009 was mainly attributed to dubd cross

border merger and acquisition (M&A) activities ameaker return prospects for foreign affiliates, ethiadversely

impacted equity investments as well as reinvestedirgs. The developed countries like USA, UK, Gangy etc. are

investing heavily in our automobile sector. Theiéimdgovernment encouraging foreign Investment dliodvad 100% FDI

under the automatic route that was an importarsare&or growth in automobile sector.

Table 7: Commercial Vehicles Automobile FDI Trend {n Numbers)

Year FDI % Change
2005 | 353703

2006 | 391083 10.6
2007 | 519982 33.0
2008 | 549006 5.6
2009 | 416870 -24.1
2010 | 567556 36.1
2011 | 752735 32.6
2012 | 713981 5.1
2013 | 765657 7.2
2014 | 817333 6.7
2015| 869009 6.3

Index Copernicus Value: 3.0 - Articles can be serb editor@impactjournals.us




Kalpana Agrawal, Nikhil Patidar, Aman Goen & Bhojrajdaswani

2016 | 920685 5.9
2017 | 972361 5.6
2018 | 1024037 5.3
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From the above we observed that the sector showd goowth but a decrement in 2009 and shows better
improvement in 2010-11 with 7,52,735 FDI. Durimg trecent global crisis, when there was a sigmifickeceleration in
global FDI flows during 2009-10. The advantages @@vided by government of India to automobile seetdvanced
technology, cost-effectiveness, and efficient mavgro The Indian government encourages foreign imvest in

theautomobile sector and allows 100%FDI under theraatic route that was an important reason of gnawautomobile

sector.

Graph 3: Shows Trend of FDI of Commercial Vehicles

Year FDI % Change
2005 | 374455

2006 | 434423 16.0
2007 | 556126 28.0
2008 | 500660 -10.0
2009 | 497020 -0.7
2010 | 619194 24.6
2011 | 799533 29.1
2012 | 766726 -4.1
2013 | 823357 7.4
2014 | 879988 6.9
2015| 936619 6.4
2016 | 993250 6.0
2017 | 1049881 5.7
2018 | 1106512 54

Table 8: Three Wheelers Vehicles Automobile FDI Trad (in Numbers)
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Graph 4: Shows Trend of FDI of Three Vehicles

As it can be observed from above graph that the iRBhis sector is 5, 56, 126 in 2007 and in 20@9 figures
down to 4,97,020, and after this we see the ramevi in this sector in 2010-2011. The decline DI Euring 2009 was

mainly attributed to subdued cross border mergdraaqjuisition (M&A) activities and weaker returroppects for foreign

affiliates, which adversely impacted equity inveshts as well as reinvested earnings. The advantgeprovided by

government of India to automobile sector advaneetiriology, cost-effectiveness, and efficient margrowhe growth in

this sector will further increase according toistas.

Table 9: Two Wheelers Vehicles Automobile FDI TrendIn Numbers)

Year Fdi % Change
2005| 6529826

2006 | 7608697 16.5
2007 | 846666 -88.9
2008 | 8026681 848.0
2009 | 8419792 4.9
2010 | 10512903 24.9
2011| 13376451 27.2
2012 | 12748918 4.7
2013 | 13960397 9.5
2014 | 15171876 8.7
2015| 16383356 8.0
2016 | 17594834 7.4
2017 | 18806314 6.9
2018 | 20017793 6.4
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Graph 5: Shows Trend of FDI of Two Vehicles

As it is clearly shown in the graph that the FDdrease in two wheeler sector in 2006 and a highndaiivin
2007 because of the changes in the governmentigmlaf FDI and in 2008-2011 FDI increase contimpéstiia’s
economy has experienced a continued high levetfl in recent years.Not only are domestic salgmeted to grow
dramatically, but India will play a significant mlin the global automotive market and hence India become an
attractive destination for Foreign Direct Investmiglia also has become one of the fastest groefognomies, and many

U.S. companies view India as a potentially luceativarket.
CONCLUSIONS

The automobile industry is one of India’s majortees, accounting for 22% of the country’s manuféciy GDP.
The Indian auto industry, comprising passenger, cave-wheelers, three wheelers and commercial Vehids the
seventh-largest in the world with an annual proiducof 17.5 million vehicles, of which 2.3 millioare exported. Two-
wheelers dominate the Indian market; more than @b%e vehicles sold are two wheelers. Foreign &ifevestment in
Indian Automobile Industry has opened up new visteishe development of this important sector adiém industries.
The liberalization of government policies regardiigl in the automobile industry of India has inged the scope of this
industry. The basic advantages provided by Indiatha automobile sector include, advanced technelamst-
effectiveness, and efficient manpower. The autotaokéctor in India is growing by 18percent per yddris study is

based on secondary data. The main source of datsmeous Economic Surveys of India.

According, observation of above trends the totalgh in production sector is in year 20010-11 thewgh of
27% . In the production of passenger vehicles thevth of 26% is

Recorded in year 2010-11. In commercial vehiclesghwvas a downfall in year 2009 and after thiskibem
growth of 36% recorded in 2010-11. This study isdzhon secondary data. The main source of dateagimas Economic

Surveys of India.

The automobile industry manufactures 17.5 milli@hicles every year on average basis. As a resulthBb a
wide range of impact on the country’s economic @olin India, FDI is considered as a developmetdal, which can
help in achieving self-reliance in various sectofgshe economy. With the announcement of Industialicy in 1991,
huge incentives and concessions were granted dditdtv of foreign capital to India. India is a grimg country which has

large space for consumer as well as capital go&si$:DI will always provide long term benefits, thablic should hold
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their patience to encash them, and utilise it feirtprofit.
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