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Automotive industry in India
 The automotive industry in India is one of the largest in the world and one of the fastest
 growing globally. India's passenger car and commercial vehicle manufacturing industry is
 the sixth largest in the world, with an annual production of more than 3.9 million units in
 2011. According to recent reports, India overtook Brazil and became the sixth largest
 passenger vehicle producer in the world (beating such old and new auto makers as
 Belgium, United Kingdom, Italy, Canada, Mexico, Russia, Spain, France, Brazil),
 growing 16 to 18 per cent to sell around three million units in the course of 2011-12. In
 2009, India emerged as Asia's fourth largest exporter of passenger cars behind Japan,
 South Korea, and Thailand. In 2010, India beat Thailand to become Asia's third largest
 exporter of passenger cars. The Indian Automobile Industry manufactures over 11 million
 vehicles and exports about 1.5 million each year.[ The dominant products of the industry
 are two-wheelers with a market share of over 75% and passenger cars with a market
 share of about 16%. Commercial vehicles and three-wheelers share about 9% of the
 market between them. About 91% of the vehicles sold are used by households and only
 about 9% for commercial purposes. The industry has a turnover of more than USD $35
 billion and provides direct and indirect employment to over 13 million people ??? Tata
 Motors is leading the commercial vehicle segment with a market share of about
 64%.Maruti Suzuki is leading the passenger vehicle segment with a market share of
 46%. Hyundai Motor India Limited and Mahindra and Mahindra are focusing expanding
 their footprint in the overseas market. Hero MotoCorp is occupying over 41% and
 sharing 26% of the two-wheeler market in India with Bajaj Auto. Bajaj Auto in itself is
 occupying about 58% of the three-wheeler market.
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History
 The first car ran on India's roads in 1897. Until the 1930s, cars were imported directly,
 but in very small numbers.
 An embryonic automotive industry emerged in India in the 1940s. Hindustan was
 launched in 1942, longtime competitor Premier in 1944. They built GM and Fiat products
 respectively. Mahindra & Mahindra was established by two brothers in 1945, and began
 assembly of Jeep CJ-3A utility vehicles. Following the independence, in 1947, the
 Government of India and the private sector launched efforts to create an automotive
 component manufacturing industry to supply to the automobile industry. In 1953 an
 import substitution programme was launched, and the import of fully built-up cars began
 to be impeded.
 The Hindustan Ambassador dominated India's automotive market from the 1960s until
 the mid-80s
 However, the growth was relatively slow in the 1950s and 1960s due to nationalisation
 and the license raj which hampered the Indian private sector. Total restrictions for import
 of vehicles were set and after 1970 the automotive industry started to grow, but the
 growth was mainly driven by tractors, commercial vehicles and scooters. Cars were still a
 major luxury item. In the 1970s price controls were finally lifted, inserting a competitive
 element into the automobile market. By the 1980s, the automobile market was still
 dominated by Hindustan and Premier, who sold superannuated products in fairly limited
 numbers. During the eighties, a few competitors began to arrive on the scene.
 http://en.wikipedia.org/wiki/Hindustan_Motors
 http://en.wikipedia.org/wiki/Premier_Automobiles_Limited
 http://en.wikipedia.org/wiki/General_Motors
 http://en.wikipedia.org/wiki/Fiat
 http://en.wikipedia.org/wiki/Mahindra_%26_Mahindra_Limited
 http://en.wikipedia.org/wiki/Jeep_CJ
 http://en.wikipedia.org/wiki/Independence_of_India
 http://en.wikipedia.org/wiki/Hindustan_Ambassador
 http://en.wikipedia.org/wiki/License_raj
 http://en.wikipedia.org/wiki/Price_controls
 http://en.wikipedia.org/wiki/Hindustan_Motors
 http://en.wikipedia.org/wiki/Premier_Automobiles_Limited
 http://en.wikipedia.org/wiki/File:Ambassador_Taxis_Lined_Up_at_Tiruchirappalli_Junction_-_India.JPG
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LIBERLISATION
 Eventually multinational automakers, such as, though not limited to,
 Suzuki and Toyota of Japan and Hyundai of South Korea, were allowed to invest in the
 Indian market ultimately leading to the establishment of an automotive industry in
 India. Maruti Suzuki was the first, and the most successful of these new entries, and in
 part the result of government policies to promote the automotive industry beginning in
 the 1980s.] As India began to liberalise their automobile market in 1991, a number of
 foreign firms also initiated joint ventures with existing Indian companies. The variety of
 options available to the consumer began to multiply in the nineties, whereas before there
 had usually only been one option in each price class. By 2000, there were 12 large
 automotive companies in the Indian market, most of them offshoots of global companies.
 The Premier Padmini was the Ambassador's only true competitor
 Exports were slow to grow. Sales of small numbers of vehicles to tertiary markets and
 neighbouring countries began early, and in 1987 Maruti Suzuki shipped 480 cars to
 Europe (Hungary). After some growth in the mid-nineties, exports once again began to
 drop as the outmoded platforms handed down to Indian manufacturers by multinationals
 were not competitive. This was not to last, and today India manufactures low-priced cars
 for markets across the globe. As of 18 March 2013 global brands such as Proton
 Holdings, PSA Group, Kia, Mazda, Chrysler, Dodge and Geely Holding Group are
 shelving plans for India due to the global economic crisis.
 http://en.wikipedia.org/wiki/Suzuki
 http://en.wikipedia.org/wiki/Toyota
 http://en.wikipedia.org/wiki/Hyundai
 http://en.wikipedia.org/wiki/Maruti_Suzuki
 http://en.wikipedia.org/wiki/Automobile_industry_in_India#cite_note-unconvincing-20
 http://en.wikipedia.org/wiki/Premier_Padmini
 http://en.wikipedia.org/wiki/Hungary
 http://en.wikipedia.org/wiki/Proton_(automobile)
 http://en.wikipedia.org/wiki/Proton_(automobile)
 http://en.wikipedia.org/wiki/PSA_Group
 http://en.wikipedia.org/wiki/Kia
 http://en.wikipedia.org/wiki/Mazda
 http://en.wikipedia.org/wiki/Chrysler
 http://en.wikipedia.org/wiki/Dodge
 http://en.wikipedia.org/wiki/Geely_Holding_Group
 http://en.wikipedia.org/wiki/File:PremierPadminiTaxis_gobeirne.jpg
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Key players in the automobile industry
 • Mahindra & Mahindra Ltd.
 • Tata Motors
 • Maruti Suzuki India Ltd.
 • Hyundai Motor India Ltd.
 • Hindustan Motors
 • TVS Motors
 • Toyota Kirloskar Motor Private Ltd.
 • Ford Motor Co.
 • Hero Honda Motors Limited
 • Ashok Leyland
 • General Motors India Private Ltd.
 • LML
 • Kinetic Engineering Ltd.
 • Bajaj Auto Ltd.
 • Hero Honda Motors Ltd.
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Maruti Swift.Maruti Suzuki, a subsidiary of Japan's Suzuki Motor, is the largest
 automobile manufacturer in India.
 Mahindra Scorpio, one of India's best selling indigenously developed SUV.
 The Tata Nano - the cheapest car made in India
 A Tata Safari on display in Poznan,Poland.
 http://en.wikipedia.org/wiki/Suzuki_Motor
 http://en.wikipedia.org/wiki/Mahindra_Scorpio
 http://en.wikipedia.org/wiki/SUV
 http://en.wikipedia.org/wiki/Tata_Nano
 http://en.wikipedia.org/wiki/Tata_Nano
 http://en.wikipedia.org/wiki/Tata_Safari
 http://en.wikipedia.org/wiki/Poznan
 http://en.wikipedia.org/wiki/Poland
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SWOT ANALYSIS
 SWOT Analysis - Tata Motors Limited
 • The company began in 1945 and has produced more than 4 million vehicles. Tata
 Motors Limited is the largest car producer in India. It manufactures commercial
 and passenger vehicles, and employs in excess of 23,000 people. This SWOT
 analysis is about Tata Motors.
 Strengths
 • The internationalisation strategy so far has been to keep local managers in new
 acquisitions, and to only transplant a couple of senior managers from India into
 the new market. The benefit is that Tata has been able to exchange expertise. For
 example after the Daewoo acquisition the Indian company leaned work discipline
 and how to get the final product 'right first time’.
 • The company has a strategy in place for the next stage of its expansion. Not only
 is it focusing upon new products and acquisitions, but it also has a programme of
 intensive management development in place in order to establish its leaders for
 tomorrow.
 • The company has had a successful alliance with Italian mass producer Fiat since
 2006. This has enhanced the product portfolio for Tata and Fiat in terms of
 production and knowledge exchange. For example, the Fiat Palio Style was
 launched by Tata in 2007, and the companies have an agreement to build a pick-
 up targeted at Central and South America.
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• The Nano is Tata’s iPod. Great engineering and design in a rules-breaking
 product that has generated global awareness and admiration.
 • The brand is very well established in the economy segment
 • Tata’s management is strengthened by the collective experience of its partners
 and acquired companies – this includes general management, marketing, sales and
 operations
 • Tata’s buying power is enhanced and leveraged through its size
 • Tata is making smart acquisition and partnering decisions so far. Local
 management teams remain in place vs. installing Tata leaders from afar.
 Weaknesses
 • The company's passenger car products are based upon 3rd and 4th generation
 platforms, which put Tata Motors Limited at a disadvantage with competing car
 manufacturers.
 • Despite buying the Jaguar and Land Rover brands (see opportunities below); Tata
 has not got a foothold in the luxury car segment in its domestic, Indian market. Is
 the brand associated with commercial vehicles and low-cost passenger cars to the
 extent that it has isolated itself from lucrative segments in a more aspiring India?
 • One weakness which is often not recognised is that in English the word 'tat' means
 rubbish. Would the brand sensitive British consumer ever buy into such a brand?
 Maybe not, but they would buy into Fiat, Jaguar and Land Rover.
 • Tata Motors is not well positioned in the luxury segment. This is not a problem
 during recessionary times but a lack of diversification can hurt during better times
 • Most of the automobiles Tata manufactures are based on older platforms
 • The Company’s manufacturing practices trail competitors
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Opportunities
 • In the summer of 2008 Tata Motor's announced that it had successfully purchased
 the Land Rover and Jaguar brands from Ford Motors for UK £2.3 million. Two of
 the World's luxury car brand have been added to its portfolio of brands, and will
 undoubtedly off the company the chance to market vehicles in the luxury
 segments.
 • Tata Motors Limited acquired Daewoo Motor's Commercial vehicle business in
 2004 for around USD $16 million.
 • Nano is the cheapest car in the World - retailing at little more than a motorbike.
 Whilst the World is getting ready for greener alternatives to gas-guzzlers, is the
 Nano the answer in terms of concept or brand? Incidentally, the new Land Rover
 and Jaguar models will cost up to 85 times more than a standard Nano!
 • The range of Super Milo fuel efficient buses are powered by super-efficient, eco-
 friendly engines. The bus has optional organic clutch with booster assist and
 better air intakes that will reduce fuel consumption by up to 10%.
 • The Nano could sell well in other geographic markets. Expanding markets such
 as China may find the Nano just the answer
 • Jaguar and Land Rover provide Tata with an opportunity to establish itself in the
 luxury segment
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Threats
 • Other competing car manufacturers have been in the passenger car business for
 40, 50 or more years. Therefore Tata Motors Limited has to catch up in terms of
 quality and lean production.
 • Sustainability and environmentalism could mean extra costs for this low-cost
 producer. This could impact its underpinning competitive advantage. Obviously,
 as Tata globalises and buys into other brands this problem could be alleviated.
 • Since the company has focused upon the commercial and small vehicle
 segments, it has left itself open to competition from overseas companies for the
 emerging Indian luxury segments. For example ICICI bank and DaimlerChrysler
 have invested in a new Pune-based plant which will build 5000 new Mercedes-
 Benz per annum. Other players developing luxury cars targeted at the Indian
 market include Ford, Honda and Toyota. In fact the entire Indian market has
 become a target for other global competitors including Maruti Udyog, General
 Motors, Ford and others.
 • Rising prices in the global economy could pose a threat to Tata Motors Limited
 on a couple of fronts. The price of steel and aluminium is increasing putting
 pressure on the costs of production. Many of Tata's products run on Diesel fuel
 which is becoming expensive globally and within its traditional home market.
 • Powerful competitors for the luxury market including Honda, Toyota, Ford and
 Mercedes-Benz are beginning to push into the Indian market
 • Tata’s competitive price advantage will be under pressure as environmental
 regulations are tightened
 • Rising material costs will create pressure to increase prices
 • There is a trending rise in diesel fuel costs which will hurt Tata’s line of products
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SWOT Analysis: Hindustan Motors
 Strengths:
 • Hindustan Motors was the first Indian Car Company to start production in India
 in 1942.
 • HM has become a vast company, manufacturing cars like the sturdy
 Ambassador, the elegant Contessa, and in collaboration with Mitsubishi of Japan
 now manufactures the new Mitsubishi Lancer.
 • HM started production of the Landmaster in 1954, and in 1957 began the
 production of the Ambassador. Later tie-ups with General Motors Corporation of
 USA, Vauxhall Motors, UK, Marion Power Shovel Co, USA led to new products
 being launched.
 • In 1963 commenced the production of the Ambassador Mark2 Later versions
 and more forays in related vehicle segments followed.
 • Export has been steadily increasing, mainly in the British and Japanese markets.
 Trucks are being exported to Bangladesh, Egypt, New Zealand, Sri Lanka and
 Mauritius. The Earth moving Equipments are being exported to Oman, Jordan,
 Iraq, Bangladesh, Mauritius and Libya.
 • HM has a vast service network. The Passenger Car and Utility Vehicle market is
 being attended by a 115 strong dealer network, 50 Service and Parts dealers and
 additional 60 exclusive Parts dealers. 4 Regional Offices and Nation-wide
 Territory Offices support it.
 Weaknesses:
 • The license Raj before 90’s, lead to lack of product activity in the Indian market
 was mainly due to the Indian government’s complex regulatory system that
 effectively banned foreign-owned operations. Within this system (referred to
 informally as the “license raj”), any Indian firm that wanted to import technology
 or products needed a license/permit from the government. The difficulty of
 getting these licenses stifled automobile and component imports, creating a low
 volume high cost car industry that was inefficient, unprofitable, and
 technologically obsolete.

Page 12
                        

• The dominant product Ambassador, although customized to the poor road
 conditions in India, were based on a stale design concept (with outdated
 features), and were also fuel inefficient.
 • Inefficiency of Employees, output of each employee was less due to Union
 interference.
 • Inefficient management principles.
 Opportunities:
 • Efficiency through management principles.
 • Exports
 • Acquisitions for strengthening its distribution tie-ups.
 • Entry into other related diversification categories like Truck parts manufacture,
 and other parts automotives.
 • Can bring out more sophisticated cars with high technology standards.
 Threats:
 • Emergence of strong players in the market mainly overseas competitors.
 • Lack of employee motivation.
 • Lack of design for cars (mainly new age look for cars).
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SWOT ANALYSIS-ASHOK LEYLAND
 • Strength of the company
 • Good Training System
 • Good Organisational Climate
 • High Market Share
 • Skilled Employees.
 • Strong Functional Structure.
 • Standard Quality Product
 Weakness of the company
 • Low margin
 • High price
 • Sales representatives are less.
 • There is no proper mechanism to handle the grievance of the customers
 Opportunities for the company
 • Due to liberalization, demand for heavy vehicle have steeped up all over the
 globe.
 • National market through good advertisement.
 • Company provides better credit facility to dealers
 • Company introduces promotional programmes
 Threats faced by the company
 • High competition Liberal credit policy of other brand Promotional programmes
 of other brand. Complicated national market Good replacement facility if other
 brands.
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SWOT Analysis-Mahindra & Mahindra
 Strength
 • 1. Mahindra has been one of the strongest brands in the Indian automobile
 market
 2. Mahindra group give employment to over 110,000 employees
 3. Excellent branding and advertising, and low after sales service cost
 4. Sturdy SUV’s good for Indian roads and off-road terrain
 Weakness
 • 1. Mahindra’s partnership with Renault did not live up to international quality
 standards through their brand Logan
 Opportunity
 • 1. Developing hybrid cars and fuel efficient cars for the future
 2.Tapping emerging markets across the world and building a global brand
 3.Fast growing automobile market
 4.Growing in the market through electric car Reva (controlling stake) and entry
 into two-wheeler segments
 Threats
 • 1. Government policies for the automobile sector across the world
 2. Ever increasing fuel prices
 3. Intense competition from global automobile brands
 4. Substitute modes of public transport like buses, metro trains etc
 • The auto industry is considered to be an oligopoly.
 • Today there are 15 companies in production of which 5 are automotive producers
 and 10 are commercial vehicle producers. The automotive industry is one of the
 four largest exporters.
 Significant contribution to:
 - National production and development
 - Employment
 - Level of technology
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Competitive analysis between Mahindra and Mahindra and Tata
 motors
 Auto major Mahindra & Mahindra is gearing up to intensify competition in the mini truck
 segment with homegrown rival Tata Motors, which is currently leading the market with
 its Ace model.The company, which launched a CNG variant of its mini truck 'Maxximo' -
 priced at Rs 3.99 lakh (Ex showroom Delhi), said it is looking to expand customer base
 through its "superior product offering".
 With its new truck segment it was able to build a good share in the market which was
 dominated by tata ace for a long time and due to its superior product offering,it was
 believed that more customers will get attracted to it.
 Mahindra’s share was 22% in the load segment while that of Ace was 68%. In the load
 segment, Maxximo had 29% share while that of Ace was over 60%.
 With the CNG variant of the Maxximo, M&M is optimistic that it would be able to add
 more customers from the Delhi and National Capital Region as compared to Tata Ace.
 M&M is the second largest passenger cum utility vehicle manufacturer in India (after
 Tata Motors) with current market capitalization of about Rs.41,600 crores. It posted net
 margins (11% in 2011) more than twice that of its nearest competitors i.e. Tata Motors
 (4%) and Ashok Leyland (5.5%).
 Mahindra XUV500 was chosen as the most reputed car from a list of 200 different
 models from 19 different car manufacturers. Following the Mahindra XUV500 is the
 Tata Nano, ranked second most Reputed car model in India, followed by Maruti Suzuki
 Swift Dzire on third position.
 http://bullshouse.com/stockquote.php?schtxt=TATA%20MOTORS%20LTD
 http://bullshouse.com/stockquote.php?schtxt=ASHOK%20LEYLAND%20LTD
 http://www.indiandrives.com/tata-nano-crosses-10000-mark-in-monthly-sales-in-march.html
 http://www.indiandrives.com/tata-nano-crosses-10000-mark-in-monthly-sales-in-march.html
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MARKET STRUCTURE
 CHARACTERISTICS OF OLIGOPOY MARKET
 • Profit maximisation conditions: An oligopoly maximises profits by producing
 where marginal revenue equals marginal costs
 • Ability to set price: Oligopolies are price setters rather than price takers
 • Entry and exit: Barriers to entry are high.The most important barriers are
 economies of scale, patents, access to expensive and complex technology, and
 strategic actions by incumbent firms designed to discourage or destroy nascent
 firms. Additional sources of barriers to entry often result from government
 regulation favoring existing firms making it difficult for new firms to enter the
 market
 • Number of firms: "Few" – a "handful" of sellers There are so few firms that the
 actions of one firm can influence the actions of the other firms.
 • Long run profits: Oligopolies can retain long run abnormal profits. High barriers
 of entry prevent sideline firms from entering market to capture excess profits.
 • Product differentiation: Product may be homogeneous (steel) or differentiated
 (automobiles).
 • Perfect knowledge: Assumptions about perfect knowledge vary but the
 knowledge of various economic actors can be generally described as selective.
 Oligopolies have perfect knowledge of their own cost and demand functions but
 their inter-firm information may be incomplete. Buyers have only imperfect
 knowledge as to price, cost and product quality.
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PRICE LEADERSHIP IN OLIGOPOLISTIC MARKETS
 Oligopolies may pursue the following pricing strategies:
 • Oligopolists may use predatory pricing to force rivals out of the market. This
 means keeping price artificially low, and often below the full cost of production.
 • They may also operate a limit-pricing strategy to deter entrants, which is also
 called entry forestalling price.
 • Oligopolists may collude with rivals and raise price together, but this may attract
 new entrants.
 • Cost-plus pricing is a straightforward pricing method, where a firm sets a price by
 calculating average production costs and then adding a fixed mark-up to achieve a
 desired profit level. Cost-plus pricing is also called rule of thumb pricing.
 • There are different versions of cost-pus pricing, including full cost pricing, where
 all costs - that is, fixed and variable costs - are calculated, plus a mark up for
 profits, and contribution pricing, where only variable costs are calculated with
 precision and the mark-up is a contribution to both fixed costs and profits.
 • Cost-plus pricing is very useful for firms that produce a number of different
 products, or where uncertainty exists. It has been suggested that cost-plus pricing
 is common because a precise calculation of marginal cost and marginal revenue is
 difficult for many oligopolists. Hence, it can be regarded as a response to
 information failure. Cost-plus pricing is also common in oligopoly markets
 because it is likely that the few firms that dominate may often share similar costs,
 as in the case of petrol retailers. However, there is a risk with such a rigid pricing
 strategy as rivals could adopt a more flexible discounting strategy to gain market
 share.
 • Cost-plus pricing can also be explained through the application of game theory. If
 one firm uses cost-plus pricing - perhaps the dominant firm with the greatest
 market share - others may follow-suit
 http://economicsonline.co.uk/Business_economics/Prisoner's_dilemma.html
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Porter’s Five Forces Analysis
 Michael Porter identified five forces that influence an industry. These forces are: (1)
 degree of rivalry; (2) threat of substitutes; (3) barriers to entry; (4) buyer power; and (5)
 supplier power. For more on this framework proposed by Porter, please see Appendix C.
 Like other industries operating under free market, capitalistic systems, viewing the
 automotive industry through the lens of Porter’s Five Forces can be helpful in
 understanding the forces at play.
 Degree of Rivalry
 Despite the high concentration ratios seen in the U.S. market (see Appendix D), which
 typically signify that a lesser degree of competition is seen in the industry, rivalry in the
 U.S. and the global automotive industry is intense. Clearly, the concentration ratios do
 not tell the whole story. The automotive industry in the U.S. is no longer the playground
 of the Big 3 (GM, Ford, and Daimler Chrysler); global companies compete in the U.S.
 market, while U.S. companies have globalized themselves. In the 1980s, the Japanese car
 makers Honda and Toyota entered a fairly disciplined U.S. market and have been very
 focused in growing their shares of the market. The great diversity of rivals in terms of
 cultures and associated philosophies has intensified rivalry in the industry. Market growth
 is slow in the established markets of the U.S. and Western Europe, and companies must
 fight fiercely to eke out gains or prevent losses in market share. However, growth is
 potentially huge in the rapidly industrializing nations of China and India; in these
 booming markets, companies could take advantage of the opportunities to reap handsome
 rewards. The degree of rivalry in the automotive industry is further heightened by high
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fixed costs associated with manufacturing cars and trucks and the low switching costs for
 consumers when buying different makes and models.
 Threat of Substitutes
 The threat of substitutes to the automotive industry is fairly mild. Numerous other forms
 of transportation are available, but none offer the utility, convenience, independence, and
 value afforded by automobiles. The switching costs associated with using a different
 mode of transportation, such as train, may be high in terms of personal time (i.e.,
 independence), convenience, and utility (e.g., luggage capacity), but not necessarily
 monetarily (e.g., round trip train fare on MARTA would most likely be less expensive
 than the cost of fuel consumed on a similar round trip, daily parking, car insurance, and
 maintenance). The exception to this statement occurs in the global urban areas with high
 population densities. In these areas, the substitutes available (e.g., walking, mass transit,
 bicycles, etc.) can be less costly than automobiles and thus alternative modes of
 transportation are often preferred.
 Also, there are inherent underlying social and cultural attitudes that keep people from
 owning automobiles in some parts of the world. Many nations are not as spread out or as
 mobile as the U.S.; they are constrained either by geography, race, class, or religion and
 the need for personal transportation is not as great, yet. The American dream of “a car [or
 two] in every garage” is not what the rest of the world currently wants or needs.
 However, the marketing arms of the global automotive manufacturers are certainly
 working very hard to change this paradigm, and with unprecedented production volumes
 worldwide, all signs indicate that they are succeeding. Most with the ability and means to
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own a vehicle, who live in a society with the necessary infrastructure (e.g., roads and
 fueling stations), will do so.
 Barriers to Entry
 The barriers to enter the automotive industry are substantial. For a new company, the
 startup capital required to establish manufacturing capacity to achieve minimum efficient
 scale is prohibitive. An automotive manufacturing facility is quite specialized and in the
 event of failure could not be easily re-tooled. Although the barriers to new companies are
 substantial, established companies are entering new markets through strategic
 partnerships or through buying out or merging with other companies. In fact, the barriers
 to entry for new (or different) markets may be quite low; in the 1980s, U.S.
 companies Team A 3 practically invited Japanese makers into the U.S. by failing to offer
 quality vehicles in the lower price markets. All of the large automotive companies have
 globalized and entered foreign markets with varying degrees of success.
 In the newer, undeveloped markets of Asia, Africa, and South America, the barriers to
 entry similarly exist. However, a domestic start up, with local knowledge and expertise,
 has the potential to compete in its home market against the global firms who are not yet
 well established there. Such an operation, if successful, would surely be snatched up by
 one of the global giants and incorporated into its fold.
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Buyer and Supplier Power
 In the relationship between the automotive industry and its suppliers, the power axis is
 substantially tipped in the industry’s favor. The automotive industry is comprised of
 powerful buyers who are generally able to dictate their terms to their suppliers. There are
 specific characteristics that make members of the automotive industry powerful buyers:
 (1) there is not a grand proliferation of companies manufacturing automotives, and the
 four largest automotive companies in the U.S. have roughly 90% of the value of
 shipments and value added in the U.S. (see Appendix D); (2) automotive parts (e.g., oil
 filters, mufflers, belts, etc.) are standardized commodities and these parts are only used
 on automobiles; and (3) backward integration can and does occur, as seen in summer
 2005 when Ford purchased struggling parts maker Visteon.
 In the relationship between the automotive industry and its ultimate consumers,
 purchasers of finished vehicles, the power axis is tipped in the consumers’ favor.
 Consumers wield the greatest power in this relationship due to the fairly standardized
 nature of the automotive commodity (a vehicle) and the low switching costs associated
 with selecting from among competing brands. However, the automotive industry remains
 marginally powerful due to the large customer to producer ratio.
 The automotive industry is a dynamic place. With the forces above at play, and with
 history as a guide, it is safe to say that the automotive industry will continue to change,
 evolve, and adapt.
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FUTURE TRENDS AND GROWTH
 Society of Indian Automobile Manufacturers
 • Non-profit organisation representing 38 vehicle &
 vehicular engine manufacturers
 • Advocacy: Industrial & Economic Policy, Technical
 roadmaps and Public Policy
 • Networking - Stakeholders National / International
 • Seminars / Conferences - Technical, Trade & Economic,
 Road Safety
 • Statistical services - production, sales and exports
 • Auto Expo
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• Automobile industry turnover in 2006-07 was - Rs 143.43 thousand crores
 (or USD 33.4 billion).
 • Contribution to Economy - 5.5% of GDP.
 • Domestic sales growing at a CAGR of ~ 14% over last
 five years.
 • Exports growing at a CAGR of ~ 40% over last five
 years.
 • 10.5 million employment (direct & indirect).
 • New investments announced around - Rs 67 thousand
 crores (or 15 billion USD).
 The Automotive Sector : Some Facts
 1. Performance of the automobile industry and industrial output
 are strongly correlated.
 2. Automobile & Allied Industries are a significant contributor
 to the economy
 • Rs 17,000 Crores + : Excise duty.
 • Rs 70,000 Crores : Fuel Taxes
 • Rs 20,000 Crores : collected by States (2003-04)
 3. Incidence of tax is currently very high in India
 4. Compared to like economies, penetration of vehicles is very
 low in India
 5. Well defined & Long Term Road Map on Auto Emission &
 Fuel
 Quality already evolved by Expert Committee on Auto Fuel Policy.
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Industry performance in 2011-12
 Production
 The cumulative production data for April-March 2012 shows production growth of 13.83 percent
 over same period last year. In March 2012 as compared to March 2011, production grew at a
 single digit rate of 6.83 percent. In 2011-12, the industry produced 20,366,432 vehicles of which
 share of two wheelers, passenger vehicles, three wheelers and commercial vehicles were 76
 percent, 15 percent, 4 percent and 4 percent respectively.
 Domestic Sales
 The growth rate for overall domestic sales for 2011-12 was 12.24 percent amounting to
 17,376,624 vehicles. In the month of only March 2012, domestic sales grew at a rate of
 10.11 percent as compared to March 2011.
 Passenger Vehicles segment grew at 4.66 percent during April-March 2012 over same
 period last year. Passenger Cars grew by 2.19 percent, Utility Vehicles grew by 16.47
 percent and Vans by 10.01 percent during this period. In March 2012, domestic sales of
 Passenger Cars grew by 19.66 percent over the same month last year. Also, sales growth
 of total passenger vehicle in the month of March 2012 was at 20.59 percent (as compared
 to March 2011). For the first time in history car sales crossed two million in a financial
 year.
 The overall Commercial Vehicles segment registered growth of 18.20 percent during
 April-March 2012 as compared to the same period last year. While Medium & Heavy
 Commercial Vehicles (M&HCVs) registered a growth of 7.94 percent, Light Commercial
 Vehicles grew at 27.36 percent. In only March 2012, commercial vehicle sales registered
 a growth of 14.82 percent over March 2011.
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Three Wheelers sales recorded a decline of (-) 2.43 percent in April-March 2012 over
 same period last year. While Goods Carriers grew by 6.31 percent during April-March
 2012, Passenger Carriers registered decline by (-) 4.50 percent. In March
 2012, total Three Wheelers sales declined by (-) 9.11 percent over March 2011.
 Total Two Wheelers sales registered a growth of 14.16 percent during April-March
 2012. Mopeds,Motorcycles and Scooters grew by 11.39 percent, 12.01 percent and 24.55
 percent respectively. If we compare sales figures of March 2012 to March 2011, the
 growth for two wheelers was 8.27 percent.
 Exports
 During April-March 2012, the industry exported 2,910,055 automobiles registering a
 growth of 25.44 percent. Passenger Vehicles registered growth at 14.18 percent in this
 period. Commercial Vehicles, Three Wheelers and Two Wheelers segments recorded
 growth of 25.15 percent, 34.41 percent and 27.13 percent respectively during April-
 March 2012. For the first time in history car exports crossed half a million in a financial
 year.
 In March 2012 compared to March 2011, overall automobile exports registered a growth
 of 17.81 percent.
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