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ABSTRACT

As India has witnessed a big economic liberalization over the years in terms of various
industries, FDI inflows to the automotive industry have been rising at a rate. In India, the
automotive sector is rising by 18 percent per year. In the automotive industry, India's basic
compensation requires advanced technologies, cost-effectiveness and efficient manpower. In
addition, along with vehicle testing and R&D centers, India has a well-developed and competent
Auto Ancillary Industry. The automotive industry in India ranks third in three-wheeler
manufacturing and second in two-wheeler manufacturing. In the years to come, the automotive
industry has plenty to deliver respect between the two variables Correlation Direct Investment
Inflows in India-Opportunities and reimbursement, major aspects of FDI in the automobile
industry, Recent FDI Trends in India.
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INTRODUCTION

Auto Industry being one of the largest industries in India contributes 7% of domestic product of
the nation. This two wheeler segment contributes 81% of automobile market in India. The
growth of sector increases because the market is now expanded in rural areas. India is one of the
predominant auto exporters and has a large scope to expand in this auto industry. Commercial
Vehicles export has grown more than 18% in 2016. Indian government supports automobile
industry, it is expected that in 2020 India will be the leader of two wheeler and four wheeler
industry.

OBJECTIVES OF THE STUDY
1. To examine the sector wise composition of FDI in India.

2. To examine the country wise composition of FDI in India.
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INDIAN AUTO INDUSTRY AN OVERVIEW

India positions fourth in overall vehicle/vehicle producing in 2016. Indian Automobile makers
have made a record in 2016 by delivering 23.9 million vehicles; it remembers 3.2 million
traveler vehicles for it. India is additionally the biggest maker of both three-wheelers and
business vehicles in 2016. India delivered 18.5 million bikes in 2016. Indian automobile industry
procured 145 billion of every 2016. India likewise has created around 5.8 lakh farm trucks in
2017, it is 33.3 % of the world's all out work vehicle creation. In 2015 in India, 2,000,000
traveler vehicles were sold. In the exact year 2.4 million bikes, one lakh business vehicles,s, and
four lakh three-wheelers were sent out from India. Indian vehicle industry procured 39 billion of
every 2015; auto extra parts acquired around 10.8 billion. In 2014, 59 thousand development
vehicles were fabricated in India. Indian tire industry procured 450 billion out of 2014. India
positions second in bike assembling and positions four in assembling business vehicles
everywhere on the world. In India, around 13 million individuals are utilized both
straightforwardly and in a roundabout way in the automobile business.

MARKET SIZE

Sales of passenger vehicles increased by 16.7 per cent to 2, 58,000 units in August 2016 driven
by better-than-expected monsoon and strong buying sentiment. Sales of commercial vehicles
grew by 1.53 per cent to 52,996 units. The two-wheeler industry also performed well.
Motorcycle sales grew 22 per cent to 1 million units, while overall two-wheeler sales grew 26.3
per cent to 1.64 million units.

INVESTMENTS

Numerous Auto producers have expanded their venture more to stay aware of the development
of the interest. This industry draws in unfamiliar venture, of about US$ 15 billion of every 2016.
The fundamental interests in Indian automobile industry are;

. Jaguar Land Rover, the UK-based car organization, plans to produce Land Rover SUV
for the neighborhood market and just as for send out, most presumably at its plant in
Pune.

. Italian car maker Fiat has declared its arrangements to begin nearby creation at

Ranjangoan plant in Pune from the second quarter of one year from now at the dispatch
of its two games utility vehicles (SUVs), specifically Jeep Wrangler and Grand Cherokee.

. MV Agusta, the Italy-based premium cruiser producer, has entered India through a
selective organization with Pune-based Kinetic gathering with the dispatch of three
extravagance bicycles, which will be sold through the ‘Motoroyale' chain in Pune.

. Sweden-based electric vehicle creator Clean Motion intends to put US$ 10 million of
every a gathering unit for its Zbee three-wheelers in the country.

. Isuzu Motors, the Japan-based utility vehicle maker, has introduced its Greenfield
producing unit in Sri City, Andhra Pradesh, at an expense of Rs 3,000 crores.
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Japan, Honda Motor cycle and Scooter India (HMSI) has opened its fourth biggest bike
industry in Gujarat, set up to at first produce 6, 00,000 bikes for every annum to be scaled
up to 1.2 million bikes for each annum by mid-2016.

American vehicle producer Ford has divulged its Iconic Ford Mustang in India in second
quarter of FY2016 inside the value band of Rs 45 lakh (US$ 66,146) and Rs 50 lakh
(US$ 73,496) in the Indian market.

Nissan Motor Co. Ltd is in conversation with Indian Government, to acquire mixture and
electric innovation to lessen air contamination brought about by vehicles.

Global Auto significant Ford intends to make in India two groups of motors, a 2.2 liter
diesel motor codenamed Panther, and a 1.2 liter petroleum motor codenamed Dragon,
which are relied upon to control 2.7 lakh Ford vehicles across globe.

World greatest air pack makers Toyoda Gosei Co, Takata Corp, Autoliv Inc and TRW
Automotive Inc are opening new plants and expanding the limit of previously existing
plants in India.

General Motors will contribute one billion by 2020 to expand limit of the Talegaon plant
in Maharashtra from 1.3 lakh units a year to 2.2 lakhs by 2015.

Car maker Chrysler will put 3,500 crores in Maharashtra, to create Jeep Grand Cherokee
model.

Mercedes Benz will make the GLA passage SUV in India and has expanded its ability to
20,000 units each year.

Bayerische Motoren Werke AG's a German based extravagance vehicle creator has
declared that it will purchase car parts from seven Indian based makers.

Mahindra Two Wheelers Limited has purchased 51 % shares in France-based Peugeot
Motorcycles.

GOVERNMENT INITIATIVES

Indian Government welcomes foreign investment in auto industry and allows 100% FDI under
the automatic route. The government has taken some initiatives such as,

Mr. Nitin Gadkari, Minister of Road Transport, Highways & Shipping has announced
plans to set up a separate independent Department for Transport, comprising of experts
from the Automobile sector to resolve issues such as those related to fuel technology,
motor body specifications and fuel emissions, apart from exports.

Under the ‘Make in India’ initiative of Indian Government it is expected to produce
above 9 million passenger vehicles by 2026, as per Auto Mission Plan 2006-2026.
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. Indian government sanctioned credit of 8, 50,000 to farmers to increase tractors sales in
2015-16.

. Indian government plans to promote the production of eco-friendly cars such as electric
and hybrid cars, CNG based car and also made mandatory for a 5% ethanol blending in
petrol.

. A Scheme for Faster Adoption and Manufacturing of Electric and Hybrid Vehicles in

India, under the National Electric Mobility Mission 2020 has been formulated by the
Government to encourage the progressive induction of reliable, affordable and efficient
electric and hybrid vehicles in the country.

. The Automobile Mission Plan (AMP) for the period 2006-2016, designed by the
government aimed at accelerating and sustaining growth in this sector. Also, the well-
established Regulatory Framework under the Ministry of Shipping, Road Transport and
Highways, plays a part in providing a boost to this sector.

INDIAN AUTOMOBILE INDUSTRY - ROAD AHEAD

India’s auto industry is competitive worldwide. Automobile industry does not cover 100 per cent
of technology or components required to make a car but it is giving a good 97 per cent, as
highlighted by Mr Vicent Cobee, Corporate Vice-President, and Nissan Motor’s Datsun.

Leading Auto maker Maruti Suzuki expects Indian passenger car market to reach four million
units by 2020, up from 1.97 million units in 2014-15. Auto industry of India is expected to create
US$ 300 billion, revenue per year, employ 65 million people and contribute 12% of total GDP of
India.

FOREIGN CAPITAL TO INDIA

A large portion of the nations have understood that unfamiliar capital is an energizer of the
economy in this century. To help the assertion, the experience of numerous nations possessed
their development and advancement to the volume of unfamiliar capital inflow into their
economies. Afterward, the requirement for unfamiliar capital is acknowledged among the
different nations of the world. Non-industrial nations particularly created multi-pronged
techniques to pull in unfamiliar capital into the country. One such procedure is the appropriation
of progression strategy. Practically all the non-industrial nations began opening their economy,
out of the impulse, to build their monetary development and improvement. China likewise
embraced an advancement strategy as a system for quickened financial development during
1979. India likewise joined the race by 1991, when the public authority reported the arrangement
of advancement. The Indian economy has gained amazing ground during the pre progression
time frame. The horticultural area during the time frame has advanced through green, yellow,
white, and blue unrests. The mechanical area has developed every year by 6 to 7% and the
tertiary area has additionally added to the development of the Indian economy. In 1990 there was
a financial emergency. The Indian economy experienced low per capita pay, low capital
arrangement, constant joblessness, low expectation for everyday life, expanded import/export
imbalance, low development in GDP, low infrastructural improvement, and so forth Considering
the financial emergency, India understood the requirement for unfamiliar capital for the nation's
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turn of events. From the time frame 1991 onwards there has been constant activity by the Indian
government to increment unfamiliar interest in India. These incorporate expanding the
speculation cap, giving concessions in expenses, and offering charge occasions.

India's methodology towards outer capital streams can be isolated into three principle stages. In
the principal stage, from freedom and traversing up to the mid 1980s, India's dependence on
outer streams was for the most part confined to multilateral and two-sided concessional money.
Consequently, during the 1980s, India enhanced this conventional outer wellspring of financing
with response to outside business advances, including momentary borrowings and stores from
Non-Resident Indians (NRIs). Thus, the extent of momentary obligation in India’s all out outer
obligation had expanded altogether by the last part of the 1980s. The third stage was set apart by
the equilibrium of installments emergency of 1991 and the commencement of the change cycle.
The expansive way to deal with change in the outside area was made in the Report of the High-
Level Committee on Balance of Payments dependent on the proposals made by C. Rangarajan,
Chairman, Economic Advisory Council in 1991. The targets of change in the outer area were
adapted by the need to address the insufficiencies that had prompted installment lopsided
characteristics in 1991. Perceiving a wrong conversion scale system, impractical current record
shortage, and an ascent in transient obligation corresponding to true holds were the key
contributing components to the emergency. A progression of change measures were taken, thus,
the Indian economy has changed the economy by making the ways for align it with the
worldwide economy. In the course of recent many years, various nations are profited by
monetary development through direct unfamiliar venture. The portion of net FDI in world GDP
has grown five-crease times, which has made the need to test the impacts and results of FDI in
the monetary development of India. Subsequently, this exploration study is attempted to
investigate the nature, presence, of FDI Sector-wise and Industry shrewd in India.

SIGNIFICANCE OF FOREIGN CAPITAL TO INDIA

For the initial forty years after autonomy in 1947, the monetary approaches of the Indian
government were described by arranging, control, and guideline. Until the 1980s, India's
advancement technique was centered on independence and import replacement. There were
occasional endeavors at market-situated change, normally following equilibrium of installments
pressures, which instigated strategy reactions that joined swapping scale devaluation and a
facilitating of limitations on unfamiliar capital inflows. Notwithstanding, these controls were
moderately restricted in extension and littly affected genuine inflows, which stayed little. The
circumstance changed drastically by change programs acquainted in mid 1990 with conquer
obligation. Extensively speaking, India's methodology towards outside capital streams can be
partitioned into three fundamental stages. In the primary stage, from autonomy and crossing up
to the mid 1980s, India's dependence on outside streams was basically confined to multilateral
and reciprocal concessional money. To beat the deficiency during the 1980s, India enhanced this
customary outside wellspring of financing with response to outer business credits, including
transient borrowings and stores from non-inhabitant Indians (NRIs). Thus, the extent of transient
obligation in India's all out outside obligation had expanded essentially by the last part of the
1980s. The third stage was set apart by an emergency because of the equilibrium of instaliment
and the underlying phase of renewal.
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The targets of change in the outer area were molded by the need to address the inadequacies that
had prompted installment irregular characteristics in 1991. Perceiving a wrong conversion scale
system, impractical current record shortage, and an expansion in transient obligation comparable
to true holds were the key contributing components to the emergency. A progression of change
estimates embraced. They incorporated a brisk progress to a market-decided conversion scale
system, destroying of exchange limitations, a move towards current record convertibility, and
opening a capital record. While changing private capital inflows, the Committee suggested,
between alia: a compositional move away from obligation to non-obligation making streams;
severe guideline of outer business borrowings, particularly momentary obligation;
demoralization of the unstable component of streams from NRIs; and continuous progression of
surges. Each nation is reliant on different nations. Indeed, even created nations need to rely upon
the non-industrial nations for specific purposes and furthermore for advertising their items.
Further, specialization in money is regular around the world. Each financial backer needs to limit
the hazard and boost the profit from his speculations. This is material both to corporate and
private venture just as to government speculation. In the present circumstance, the progression of
capital starting with one country then onto the next in various structures occurs for a few reasons.
From the perspective of a country, there is a need to execute its arrangements for financial turn
of events.

FOREIGN DIRECT PORTFOLIO INVESTMENT IN INDIA

An inhabitant of one country who has revenue in business of another country, at that point the
venture is known as unfamiliar direct speculation. At the point when the speculation is for a
more extended timeframe, there is a drawn out connection among financial backer and friends,
and the financial backer can impact the administration of that organization to specific degree.
Unfamiliar Portfolio Investment incorporates an assortment of instruments which are exchanged
coordinated and other monetary business sectors: values, securities, and currency market
instruments. The IMF incorporates auxiliary instruments or subsidiaries, for example, choices, in
the class of FPI. Reports on capital streams in the outcome of the Asian monetary emergency
show that FDI streams are the stronger as contrasted and bank loaning and portfolio venture. FDI
ventures are less unpredictable than portfolio speculations. Portfolio ventures are intervened
through monetary business sectors and are exceptionally touchy toward speculation climate,
which may come from factors interior or outside to the beneficiary economies. FPI focuses on
transient advantages while FDI grants enduring interest in the country. It offers simpler getaway
courses contrasted with FDI, where a financial backer can undoubtedly pull out from an
unfamiliar portfolio when targets are acknowledged or when there's a surprising event
influencing the monetary remaining of that country which may antagonistically influence venture
from unfamiliar organizations. Outsiders lean toward direct speculation to different types of
outer account since it is the wellspring of non-obligation making, non-unpredictable and their
profits relying upon the exhibition of these activities financed by the financial backers. FDI
additionally encourages spreading the abilities and overall exchange, information and innovation
across different nations. It is portrayed as a wellspring of financial turn of events, modernization
and business age, whereby the general advantage triggers innovation overflows, helps human
resources arrangement, adds to worldwide exchange joining and especially trades. It assists with
establishing a more serious business climate, upgrades undertaking advancement, increment
efficiency and compelling utilization of assets.
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FOREIGN DIRECT INVESTMENT IN INDIA
Foreign Direct Investment

Inhabitant of one economy have revenue in putting for longer period in another nation, such
cross line speculation is known as Foreign Direct Investment and a 10 percent of casting a ballot
power in dynamic is given. The host country tries to get FDI inflows in view of the likely
advantages. The most settled advantage is that FDI supplements the homegrown reserve funds of
a country. Different adjustments incorporate admittance to prevalent worldwide innovations,
openness to better administration and bookkeeping rehearses and improved corporate
administration. FDI is probably going to grow and differentiate the creation limit of the
beneficiary nation which, thus, is relied upon to improve exchange. On the opposite side,
unfamiliar financial backers are roused by benefits and admittance to common assets.
Accordingly, huge and developing homegrown business sectors will get more FDI. Nations with
bountiful normal assets, for example, mines, oil stores and labor show up unmistakably on the
venture guides of unfamiliar financial backers. While the destinations of FDI can be not quite the
same as the nation of origin and contributing nation's points of view, one of the significant points
of drawing in FDI is by and large improvement of the beneficiary nation keeping some particular
blueprints. FDI has a significant job in globalization during the previous twenty years. The fast
extension in FDI by worldwide undertakings since the mideighties might be credited to critical
changes in advances, more noteworthy opportunity in exchange and different speculation
examples, and liberation and privatization of business sectors in numerous nations including
non-industrial nations like India. Capital arrangement is a significant factor adding to monetary
development. While homegrown ventures add to the capital stock in an economy, FDI assumes a
reciprocal part in generally capital arrangement and to connect among speculation and reserve
funds. FDI gives the nation to grow its money without obligation.

CONCLUSION

The Indian economy has gained noteworthy ground during the preliberalization time frame. The
horticultural area during the time frame has advanced through green, yellow, white and blue
upheavals. The modern area has developed every year by 6 to 7% and the tertiary area has added
to the development of the Indian economy. During 1990, there was an incredible mishap in the
Indian economy because of the monetary emergency; henceforth government went for
progression and globalization. In this worldwide perspective Indian economy is becoming
quicker than created nations; the unfamiliar direct venture is perhaps the main key variables to
supporting Indian economy in worldwide situation. The Indian Automobile industry has
accomplished surprising accomplishments underway and sends out in various car sections like
traveler vehicle, weighty vehicles, bikes and different vehicles. In 2016, Automobile industry has
created 18.8 million units and also the unfamiliar direct venture is upgraded 89 percent by
February 2015. The scientist has endeavored to recognize Foreign Direct Investment inflow into
Automobile area. Utilizing ARIMA Modeling it is derived that AIC and SBC esteems are not
exactly the norm.

Article submitted at :
National Conference on Advances in Multidisciplinary Research (NCAMR-2019)
Oraanized by : Kurukshetra Institute of Professional Studies. Kurukshetra. Harvana

Page | 487



Journal of Advances and Scholarly Researches in Allied Education
Vol. 16, Issue No. 6.1, May-2019 (Special Issue), ISSN 2230-7540

REFERENCES

1.

10.

11.

12.

R. Anitha: IRJC Journal of Marketing, Financial Services & Management Research,
Vol.1, Issue 8, pp. 121-124.

A. S. Shiralashetti & S. S. Huger, ICFAI Journal of Managerial Economics, Vol.VII
No.1, pp. 261-271.

Abul FM Shamsuddin (1994). “Economic Determinants of Foreign Direct Investment in
Less Developed Countries,” The Pakistan Development Review, Vol. 33, No. 1, spring,
pp. 44-51.

Adil Khan Miankhel, Shandre Mugan Thangavelu and Kalliappa Kalirajan (2009).
“Foreign Direct Investment, Exports and Economic Growth in South Asia and selected
emerging countries: a multivariate VAR Analysis,” Working Paper No.23, Center for
Contemporary Asian Studies, Doshisha University.

Aditya KR Bajaj and Swastik Nigam (2007). “Globalization in the Indian Pharmaceutical
Industry — Foreign Direct Investment spillovers and implications on Domestic
Productivity: 1991-2007”, is a research project done under [IM Ahmedabad.

Belay Seyoum, “An Empirical Analysis of the Impact of Corporate Transparency on
Foreign Direct Investment”, The Multinational Business Review, Vol. 17, No.3.

Chandana Chakraborty and Parantap Basu, (2002) “Foreign direct investment and growth
in India: a cointegration approach,” Applied Economics, Vol. 34, pp. 1061-1073.

Chatterjee K.K. (2002) “Imperatives for attracting investment and technology in the
Indian Mining Sector,” Resources Policy, Volume 28, Issues 3-4, pp. 105-115.

Dharmendra Dhakal, Raja Nag, Gyan Pradhan, Kamal P. Upadhyaya (2010) “Exchange
Rate Volatility and Foreign Direct Investment: Evidence from East Asian Countries,”
International Business & Economic Research Journal, Vol.9, No.7.

Khan Md. Azizur Rahman (2008). “Globalization and the Climate of Foreign Direct
Investment: A Case for Bangladesh”, Journal of Money, Investment and Banking, pp. 98-
116.

Mohd. Shamim Ansari & Mukesh Ranga (2010). “India’s Foreign Direct Investment:
Current Status, Issues and Policy Recommendations”, UTMS Journal of Economics, Vol.
1, No. 2, pp. 1-16.

Sun, Haishun (1998). “Macroeconomic impact of Foreign Direct Investment in China
1979-96”.

Article submitted at :
National Conference on Advances in Multidisciplinary Research (NCAMR-2019)
Oraanized by : Kurukshetra Institute of Professional Studies. Kurukshetra. Harvana

Page | 488



