
1

Indian Auto Industry and Tata Motors 

Strategies for Growth & Global Competitiveness

Ravi Kant

10th November, 2008

2

Indian Automobile Industry

Tata Motors

Principles of Innovation @ Tata Motors 



3

Indian Automobile Industry

Tata Motors

Principles of Innovation @ Tata Motors 

4Source : SIAM & AMP 2006-16

1970-71 1980-81 1985-86 1990-91 1991-92 1992-93 1995-96 1999-00 2000-01 2007-08

• Removal of 

most import 

controls

• Indian 

companies 

gaining 

global 

identity

The Indian Automobile Industry has evolved in 3 phases

Protection Liberalization Globalization

• Closed economy (till 80s)

• Mfg licensed, QR on import

• High duties & sales tax

• PSUs, Basic Industries

• HML, PAL, Tata, M&M, Bajaj

• Oil Shock (70s) & Rupee 

devaluation

• Import substitution

• Sellers’ market, long 

waiting period

• Beginning of Maruti (1983)

• Entry of Japanese 2W & 

LCV manufacturers

• Delicensing (93), QR removal

• Entry of foreign players (OEM)

• Technical collaborations

• Environmental concerns

• Boom in Auto financing

• Buyer’s market

• Economic down cycle (97-00)

2W

Total

3W

213,000

418,000

13,000

178,000

606,000

84,000

3,634,000

4,643,000

182,000

7,248,600

96,48,000

364,700

CV

PV
C

V
+P

V

0.50 Mn

1.55 Mn

2.03 Mn

D
o

m
e

s
ti

c
 S

a
le

s

0.41 Mn



5

In the last 6 years, the Indian Automotive sales has grown 
by 12% CAGR 

Source : SIAM & AMP 2006-16
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1. Urbanization (Current level ~30% to go up to 40% by 2030)*

India has 10 of the 30 fastest growing urban 
areas of the world

By 2050, a massive 700 million people 
(equivalent to current population of Europe) 
are expected to move to Indian cities

- Goldman Sach’s Report

‘Urbanization of Mind’

Increase in Consumerism

Increase in Urbanization

*Source: UN

Cell phones: Over 150 Mn subscribers
In 1 year, additional 270 Mn people in 2.5 Lakh villages 
will have telephone connectivity for the 1st time

Growth in 
C&S TV

Communication explosion 

Growth in 
Telephones

Mn

TV HH (Mn)
C&S HH (Mn)
C&S penetration

There are 5 key reasons for high growth
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2. Growth in working population

130 million people

will get added to the 

working population 

in India 

between 2003 to 2009

Source: Planning Commission
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There are 5 key reasons for high growth
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3. GDP growth & rise in disposable income

3.9% 3.7%
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(At factor cost)
Source: CSO & Economic Survey 2007-08

Moderate growth High growthLow growth

*

GDP growth

2000 2005 2010

Increase in income level & 
decline in tax has led to increase 
in Personal Disposable Income

*

* estimates

PDI growth

(Per capita PDI in Rs)

~17,000

~25,000

~40,000

X

1.5 X

2.4 X

There are 5 key reasons for high growth
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4. Availability of finance and the lending rates

There are 5 key reasons for high growth

Vehicle Finance Interest rate trend
(Weighted Average)
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5. Continued growth in road infrastructure
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There are 5 key reasons for high growth

Total Length:

Investment:

170,000 kms

$ 62 billion

+
Massive investments to improve Rural Road Connectivity
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Dramatic impact 
in initial stage of 

road development
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Source: VDA (German Automotive Association), 
World Bank, DRI Automotive report
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Road infrastructure projects are bringing paradigm shift in the 
manner in which people travel and goods move.

Commercial Vehicles

Goods and Passenger Movement
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The explosive growth of the Indian Automotive sector would 
double its contribution to the GDP by 2016   

2005 2016

Total Turnover (Bn USD)                      34          145

Contribution to GDP                             5% 10%

Direct /Indirect employment (Mn)       13 39

Investment (Bn USD)                           11 45 - 55

Source: AMP 2006-16

By 2016, India would emerge as the 7th largest manufacturer of passenger cars, 
while maintaining its position in other segments

Worldwide, Transport sector has 
emerged as the biggest employer

Vehicle Employment*
CV 13.3 units
Car 5.3 units
3 W 3.9 units
2 W 0.5 units * direct & indirect

Automotive Mission Plan 2006-2016

“To emerge as the destination of choice in the world for design and manufacture 
of automobiles and auto components with output reaching a level of US$ 145 
billion accounting for more than 10% of GDP and providing additional 
employment to 25 million people by 2016”
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Bicycles, Radio, B/W TV110 Mn

$1,700

to

$4,500

Struggling India

Color TV, refrigerator, telephone,                 
2 Wheeler or Small Car worth $4,500

40 Mn

$4,500 

to

$11,000

Aspiring India

Watch40 Mn

Less 

than

$1,700

Destitute India

1-2 bedroom house, Color TV, mobile 
phone, refrigerator, washing machine

Car worth $5,600 to $11,000
2.5 Mn

More 

than

$11,000

Global India

Major assets owned
No of

HH
Real annual 
HH income

Household (HH)

Income class

Income classes and spending power of Indians

Average HH size in India is 5.4 persons Source: NCAER, NSSO, MOSPI,McKinsey, CLSA Asia-Pacific markets

Number of rural  HH owning Cars/Jeeps has grown 4 times and  
Number of urban HH owning Cars/Jeeps has grown 3.8 times

- NSSO Report (Jul’04 – Jun’05) study period 1993-94 to 2003-04

IT’s share of A+B 
segment car sales 

is about 16%

The Challenge for Indian Automotive Industry is to create a robust 
‘Demand Creation’ through innovation to benefit from the explosive 
opportunity

By 2025, India’s middle class will swell 
by over 10 times from current 50 Mn to 
583 Mn.  India would become 5th largest 
consumer market in the world.

- McKinsey’s Report

By 2025,  23 
Mn Indians 
will be very 

rich, earning 
over                   

$25,000/ Yr
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However the global liquidity crisis coupled with other factors is 
likely to have an impact on the growth prospects of Indian 
Automobile Industry

Chain Effect of US Financial Crisis

Anti-inflationary Measures in India

Non- availability of Vehicle finance

High lending rates 
(exit rate in Oct’08 was ~16%)

Rise in input material costs 
(35-40% rise in Steel, Aluminium, etc.in last 2 years)
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Tata Motors, with its subsidiaries, has been growing in an 
aggressive but planned manner in the past one decade…
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International Operations

90’s

2000

2002

2006

2004

2008E

$ 25 bn

$ 9 bn

Growth of Tata Motors 
(consolidated)

Entry into new segments

Overseas Acquisitions 
and Joint Ventures

Entry into new geographies

Creating new segments

Development of World 
class products

$ 2.4 bn

(USD:INR-40)
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42,724
86,519

166,037
50,248

24,802

170,356

147,334

233

47,700

3,825

85-86 95-96 '07-08

M & HCV LCV UV Cars

The product mix has been changing considerably, especially
in the last 2 decades, resulting in strong domestic market position

Cars (32%)

* TATA Sierra & TATA Estate

TML Product Mix Domestic (1985 – 2007)

UVs (9%)

M & HCVs(31%)

LCVs (28%)

Cars* (2%)

UVs (16%)

M & HCVs(52%)

LCVs (30%)

MCVs(99%)

LCVs (1%)

CV Market Share – 63%

Car Market Share – 14%

CV Market Share – 51%

Car Market Share – 0%
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Tata Motors in the last 8-9 years has also been transforming itself 
from a predominantly domestic player to a multinational player

Inorganic Growth

Organic Growth

(Based on consolidated revenue figures)
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Organic Growth

1

2

3

• Product offerings were developed/ customized as per market requirements 

e.g. South African market required  vehicles with 

Higher Power  to Weight ratio as roads are highly developed

• Cyclicality of these markets was out of phase with the Indian market

Market Attractiveness & Potential

High                                         Low

Regulatory Environment                 

Emission, Safety, Entry regulations  

TML’s ability to address markets   

Based on Stage of Market development

• South Africa

• South Korea

• Sri Lanka 

• UK

• Italy

• Bangladesh

• Nepal

• Saudi Arabia

• Ukraine

• Malaysia

& others…

International business has helped in de-risking the business 
model from domestic cyclicality
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Inorganic growth has helped in acquisition of world class 
technologies and access to new markets

Marcopolo
India
51:49

Thonburi
Thailand

70:30

Fiat S.p.A
India
51:49

Jaguar Land Rover
UK

Hispano Carrocera
Spain

(20% stake)

Daewoo CV
Korea

Tata Motors

Inorganic Growth
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To be seen as a local Company in the country of operation

• As a South Korean Company in South Korea

• As a South African Company in South Africa

• As a Spanish Company in Spain

• Brand ‘Japan’ - Electronics, High Tech, Innovative, Efficient, Trendy, Process oriented

• Brand ‘Germany’ - Automobiles, Engineering excellence, robust design, meticulous

• Brand ‘India’ - ?

Tata Motors – International Business Template
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Indian Automobile Industry

Tata Motors

Principles of Innovation @ Tata Motors 


