
 

 

Union Budget 2021-22 Automotive Industry Brief 

For the past three years, with the introduction of GST, 

new safety norms, insurance regulations, axle and 

emission norms the automobile sector has faced 

massive sluggishness. Therefore, it was expected that 

the automobile would be placed at the centre of 

economic activities in budget 2021-22. The major 

highlights include: 

• The announcement of a voluntary vehicle 

scrappage policy to phase out old and unfit 

vehicles in order to fuel-efficient, environment-

friendly vehicles. 

• To boost public transportation the government allocated a budget for acquiring 20,000 buses which would 

lead to an increase in economic growth, create employment opportunities for the economy. 

• Increase in the custom duty of parts from 7.5% to 15% in order to provide incentives to local manufactures 

and improve the production in the country. This might lead to a short-term or mid-term increase in the 

cost of production but would go a long way towards the goal of Atmanirbhar Bharat. 

• All the automobile products will continue to be listed as luxuries and therefore GST will continue to be 

added at the rate of 28%. 

• The Agricultural Infrastructure and Development Cess, Basic Excise Duty, and Special Additional Excise 

Duty on fuel were reduced so as to provide no additional burden to the overall consumer. 

• With the announcement of several incentive schemes for using Electric Vehicles by different state 

governments, the Union Budget had no mention of it. 
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