
EVOLUTION IN INDIAN AUTOMOBILE INDUSTRY 

Mr. Vijay Yadav, Dept. of Law 

Dr. C.V. Raman University, Bilaspur 

 

ABSTRACT  

The aim of the present study is to investigate the change in structure of Indian automobile industry 

in the context of liberalization and globalization, which caused major changes in this industry. To 

present an overview of the growth and structure of automobile industries in India. To know and 

understand influence of globalization on the laws which governs automotive sector. The Indian 

Automobile market is a promising industrial sector that is growing tremendously every passing 

year. The automobile industry has an enormous opportunity for creating new wealth, employment, 

to the world and to the domestic user.  

Keywords:  Automobile Sector, Protective Phase, Deregulation Phase, Liberalization and 

Globalization Phase. 

INTRODUCTION 

One of the most important mechanisms underlying the globalization process lies in the transfer of 

advanced manufacturing capabilities to low-wage economies. The growth prospects of a national 

economy are primarily determined by its key industries. The automobile industries have proven to 

be one of the strongest drivers of technology, growth, and employment. The Indian automotive 

industry has emerged as a 'sunrise sector' in the Indian economy. The strategy set in 1991 resulted 

in the successful automobile industry in India. Before 1991, the industry had very few domestic 

manufacturers and they were hardly known for any innovations but now it is one of the fastest 

growing industries not just in India but globally as well.[1] 

Indian Automobile Industry growth started in 1970s and cars were considered as a luxury product; 

license was mandatory for manufacturing, there were Quantitative Restriction (QR) on imports 

and tariff structure was designed to restrict the market. The automobile Industry generates 

employment and revenues which is then paid to government in the form of taxes. Further the 
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experience of industrialized countries states that a healthy automobile industry is vital for large-

scale industrialization. This sector has shown flexibility in adopting technology as per the wake of 

changing global scenario.[2] 

 

EVOLUTION 

 The first was Protective Phase (1947-1980) which has  

• Restriction on manufacturing automobiles by capacity and product licensing  

• Tariff barriers on vehicles imported in CBU form  

• Restrictions of capital imports, FDI and import of components  

• Barriers for the entry of foreign firms 

 

 The second phase is the Deregulation Phase (1981-1990) 

 Foreign equity collaborations and import of technology and machinery  

• Policy of broad branding  

• Promotion of automotive export  

• Joint ventures between domestic and foreign automobile manufacturers.  

 

 The third phase is Liberalization and Globalization Phase (1991 onwards)  



 Dismantlement of industrial licensing  

• Automatic FDI approval up to 51% equity through automatic route  

• Abolition of phased manufacturing programme (PMP)  

• Relaxation in imports of capital goods, raw materials and technology  

• New ‘Auto Policy’ announced in 2002 - a separate policy, removal of most import controls and 

allowing foreign investment up to 100 per cent through automatic route  

• Removed conditions like foreign exchange neutrality, license for imports, local content 

requirement etc. Foreign exchange neutrality  

• Major MNC Original Equipment Manufacturers (OEMS) commenced assembly in India  

• Government’s role reduced to providing direction to the industry  

CONCLUSION 
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Here it is evident from the above-mentioned data how the automobile sector evolved from the 

initial level till date. The export of automobiles has been increased and India is now top five major 

manufacturer and exporters of automobiles. India sees itself among the top leading in automotive 

sector.  
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