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Can India’s Auto Inc delink from imports completely
to be Aatmanirbhar /self-reliant?
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The auto industry in India is working towards the
common goal of making the country Aatmanirbhar
/self-reliant. Even the government is supporting
the industry with continuous joint efforts that will
make the manufacturing industries stronger. This
will allow advancements in the local production
and exports, further fulfilling the overall purpose
of Aatmanirbhar Bharat (self-reliant India). The
auto industry along with its corporations across
the world are prompted to rethink their supply
chains and manufacturing bases/operations.
This re-balancing of global value chain has
presented Indian government and business
leaders with a unique opportunity to accelerate
the trajectory of the manufacturing sector

and transform the country into a global
manufacturing hub.

To achieve self-reliance, the identified three
pillars are

Among this, increased vehicle sales are a prime
requisite and at the same time, the auto industry
would be expected to grow at 12-13% for the
next 8 years, with an incremental value

add of around USD 380 billion.

Source : (SCALE committee)

The Indian automotive
industry has attracted

huge investments of USD 34.5

billion in last five years before
COVID-19 pandemic. Excluding

the pandemic impact, the
domestic sales and exports

have grown 8-10%

(Ministry of Heavy Industries)
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Current Indian import-export
landscape
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India exports of
its automobile production
to Africa, Latin America,
Asia and the Middle

East as its top export
destinations.

The

Indian automobile
industry has significant
room for localisation,
reduce its component
import bill and be a part
of the global value chain.

There is a need for
organic and inorganic
growth to become global.

Learnings from top auto
component exporting
countries beneficial.

In the first half of
financial year 2021,

the value of automobile
components imported
into India amounted

to over

a significant decrease
from the first half of the
previous year. Imports
during this time declined
across the globe.



Value of automobile components imported into India
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13.58 13.82 13.6

USD billion

Reasons for sharp decline

« Steps towards deep localisation

« De-risk business from Chinese
imports

» Overall imports during this time
declined across the globe.

2015 2016 2017 2018 2019 2020 2021

Share in the global exports market for auto components

. Germany 15% 0 China 11%

. Japan 7% i.;}:\: Korea &%
A% India's export of auto components increased at a CAGR

= of 7.6% during FY16-FY20. The value increased from
USD 10.83 billion in FY16 to USD 14.5 billion in FY20.

Indian auto component sector has scope to substitute imports
of USD 12 billion

India contributes only a meagre share of the total imports
to its biggest buyers

& 227 @ 1% 0.6%

= inthe US in Europe in China

(Ministry of State for Commerce and Industry)

(India’s trade deficit with China dips to USD L4 billion)

Total Imports from China

2018-19, bn &
oot

2019-20 bn
2020-21 bn

(Ministry of State for Commerce and Industry)

Total Exports to China

2018-19 bn
2019-20 bn
2020-21 bn

Auto Bytes 03



Self-reliance needs measured application in the
Indian auto industry

In order to achieve India’s dream to become a manufacturing powerhouse, its crucial to first understand
self-reliance. India was ranked 68 in the global competitiveness index by the World Economic Forum
and was the fifth-largest recipient of Foreign Direct Investment (FDI) inflows in the world in 2020.

India needs to continue to import as per country's competitive advantage. We need to create synergies
and trade relationships where we receive high quslity products from global world and also provide them
with our efficient products and India may not to do everything on its own.

Therefore, it is necessary to create an environment, which pushes the businesses to be successful in the
domestic market and simultaneously position themselves in the international market. To be sure, India is
still dependent on imports in many areas only because of poor ecosystem. For instance, microchips are
currently facing short-supply issues across the globe. India having expertise in chip design, still cannot
manufacture microchips indigenously. The reason being that it lacks raw materials, manufacturing
expertise as well as investments that will allow component makers to set up chip production in the country.
Thus, imports become a solution that foster bilateral trade with best components makers globally at a
given appropriate product price. If India aims to become a global auto industry, it needs to make world
class automobiles which goes beyond the purpose of becoming self-reliant.

Many countries have displayed regional strength in world competitiveness and are increasingly
becoming more globalised.

Global expansion: Countries expecting to open to global markets
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Source : World Economic Forum

Applicability of key digital technologies in the automobile industry

Leveraging its competitive advantage, India showcases immense potential as a thriving international market for high quality
vehicles and its components. With Production-Linked Incentive (PLI) scheme announced by the government, a conducive
manufacturing ecosystem can be created in India that will enable integration with global supply chains.
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Our View

Multi-pronged approach is necessary
to build India self-reliant with focus on:

Increased investments in Research & Development
and quality processes to attract overseas business.

Need to market India in international market
for manufacturing.

Shift focus from cost arbitrage to capability
advantage through workforce skilling, innovation,
quality, and sustainability.

Accelerate integration in global value chains
by reducing trade barriers.

Enable competitive global market access
for Indian manufacturers.




About Grant Thornton

More than

58,000
people

Total glObCll Member firm within
globally Grant Thornton
p=vonues Over International
USD 5.76bn  5.600
people
Base in (as in 2020)
1L offices in
1 3 8 + and 12 iocations
countries 75 0 o= one of the largest
. fully integrated Assurance,
offices

Tax & Advisory firms in India

6 compelling reasons to consider Grant Thornton

A truly globall A single global Deep expertise in
organisation audit approach non-audit services

(ov) (06)

©

Proven global A different way Strong local
credentials of doing business expertise

Acknowledgement

For further queries write to:

E: saket.mehra@in.gt.com

E: priyanka.mehra@in.gt.com

Sources:

SCALE committee
Economic Survey of India
Ministry of Heavy Industries
For Media queries, please contact E: Pratishtha.nangia@in.gt.com Ministry of State for Commerce and Industry

06 Auto Bytes



Contact us

To know more, please visit www.grantthornton.in or contact any of our offices as mentioned below:

NEW DELHI

National Office

Outer Circle

L 411 Connaught Circus
New Delhi 110001

T +9111 4278 7070

NEW DELHI

6th floor
Worldmark 2
Aerocity

New Delhi 110037
T +91 11 4952 7400

BENGALURU
5th Floor, 65/2, Block A,

Bagmane Tridib, Bagmane Tech

Park, C V Raman Nagar,
Bengaluru - 560093
T +9180 4243 0700

CHANDIGARH

B-406A, 4th Floor

LET Elante Office Building
Industrial Area Phase |
Chandigarh 160002

T +91172 4338 000

CHENNAI

9th Floor, Prestige Polygon,
471 Anna Salai, Mylapore

DEHRADUN

Suite no. 2211, 2nd floor
Building 2000, Michigan

GURGAON

21st Floor, DLF Square
Jacaranda Marg

HYDERABAD

7th Floor, Block llI
White House

Division, Teynampet, Avenue, Doon Express DLF Phase Il Kundan Bagh, Begumpet
Chennai - 600 035 Business Park Subhash Gurgaon 122002 Hyderabad 500016
T +91 44 4294 0000 Nagar, Dehradun - 248002 T +91124 462 8000 T +9140 6630 8200
T +91135 2646 500
KOCHI KOLKATA MUMBAI MUMBAI

6th Floor, Modayil Centre
pointWarriam road
junction M. G. Road

10C Hungerford Street
Bth Floor
Kolkata 700017

11th Floor, Tower Il,
One International Center,
S B Marg, Prabhadevi (W),

Kaledonia, 1st Floor,
C Wing (Opposite J&J office)
Sahar Road, Andheri East,

Kochi 682016 T +9133 4050 8000 Mumbai - 400 013 Mumbai - 400 069
T +91 484 406 4541 T +9122 6626 2600

NOIDA PUNE

Plot No. 19A, 2nd Floor 3rd Floor, Unit No 309 to 312

Sector - 16A West Wing, Nyati Unitree

Noida 201301
T +91120 485 5900

Nagar Road, Yerwada
Pune- 4111006
T +9120 6744 8800

For more information or for any queries, write to us at gtbharat@in.gt.com

Follow us @GrantThorntonIN

© 2021 Grant Thornton Bharat LLP. Al rights reserved.

“Grant Thornton Bharat” means Grant Thornton Advisory Private Limited, the sole member firm of Grant Thornton International Limited (UK) in India, and those legal entities which are its related
parties as defined by the Companies Act, 2013, including Grant Thornton Bharat LLP.

Grant Thornton Bharat LLP, formerly Grant Thornton India LLP, is registered with limited liability with identity number AAA-7677 and has its registered office at L-41 Connaught Circus,

New Delhi, 110001.

References to Grant Thornton are to Grant Thornton International Ltd. (Grant Thornton International) or its member firms. Grant Thornton International and the member firms are not a worldwide

partnership. Services are delivered independently by the member firms.



