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A= A5 2F A H 3 (Society of Indian Automobile Industries: SIAM)

[] Brief history of the automobile industry in India
O 1980s

Automobile industry in India started in 1980s and began growing in
mid 90s.

Automobile industry is opened up to foreign investors in 1980s

4 joint venture with Japanese 2 wheeled vehicle companies

: Honda, Yamaha, Suzuki, Kawasaki

Started from light commercial vehicles such as small buses and trucks

: Mazda, Nissan, Isuzu, Mitsubish

However, the production of commercial vehicles did not perform well
: Mazda plants still exist but Isuzu holds the majority of stake.
Nissan is no longer existing.

Mitsubishi has grown significantly.
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- Only one company invested by foreign capital is allowed to produce

passenger cars: Maruti-Suzuki
O 1990s

- In 1991, India opened the passenger vehicle segment of its automobile

industry.

- With the expansion to the passenger vehicle segment, Daewoo motors
entered India first. Then, Japanese, European and US auto-makers

entered India.
- However, the import of complete car was still banned.

: Under the Special Import Licensing system, the import of complete
car is only allowed to those companies that agreed the MOU on

foreign exchange neutralization and localization.

- Hyundai did not sign MOU because they pronounced that they will
procure all parts locally either from local part manufacturers or joint

venture. Then Hyundai started to import parts they needed.

- Maruti-Suzuki was not affected by Special Import Licensing because

the Indian governmnet was one of the main stake holders.
O Difficulties to the foreign car manufactures

- The local manufacture of GM, Ford, and Toyota in India are fully

owned by their mother companies
- Those companies could not handle the local system and environments
: So they went independent.
[] Difference between India and China in the Business Environment
O Currently, the auto-makers do not have to have local partners in India

- There are no restrictions or obligations on local source use and
building local R&D facilities.

- Only there are import duties on the complete cars.

- India tries to overcome the risk of foreign makers using foreign
sources and building simple assembly plants by making localization

more profitable, thus substitute the import of complete cars.

_16_



: For example, Volkswagen is gradually increasing the use of local
sources.
- So vendors and part suppliers are setting up their facilities in India.

— Starting for indigeniztion and localization.

[] Strength of Maruti-Suzuki
O Concentrating on small car segments
- Maruti-Suzuki is very good at small cars
: For other makers, small car segments are only a part of their full
line-ups.
- Hyundai is starting to take advantage of the small car production,

either for demestic demand or export, in India.
- Other makers also started to expand their small car segments
= Maruti-Suzuki’s share will decrease in the end.
O But Maruti-Suzuki still enjoys its first comer’s benefit.
[ ] Perspective of Luxury Car Market
O Luxury car will not be affordable in near future in India
- It is estimated that about only 1 million households are affordable to
buy luxury cars among India’s 210 million households.
- It is another issue that wealthiest people in India do not like to show
up their wealth in public
: So even wealthy people will go for small cars
O Jaguar’s case
- Jaguar is still considered as foreign luxury brand
- Therefore, Jaguar will not grow in foreseeable future in Indian market
even though Tata has purchased the brand.
- However, the guaranteed service backed up by Tata can be taken as a

good signal
: Jaguar have better chance to expand its market in India, compared

with other luxury brands.
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[] Perspective on market size

O It is estimated that, by 2017, the size of demand will be 7 million

passenger vehicles, including SUVs and mini vans.

O Among them, 54 million cars will be absorbed by the domestic

demand and 1.6 million will be exported.
[] Perspectives on Tata Nano

O With the low price of approximately US$ 2,500, Nano was Very

popular in first launching.
O But Tata made a critical mistake

- Originally the production of Nano was made in Kolkata area.
However, they moved production to Gujarat area because of protests

in Kolkata area.

- Since they failed to establish production base as originally planned,
the production of Nano was far from sufficient level, compared with

the interest shown by potential consumers and orders.

O Insufficient supply of product made potential consumers registered on
long waiting list. And the negative publicity such as bad reputations
and passive public relations (e.g. operating no show room) that

resulted in no visibility in public made the number of sales sluggish.
O Not enough to be a first car

- Nano will not be enough to be a show-off vehicle because of its

economic image.
- Nano is considered only as a substitute of a motor cycle.
= The future of Nano is not so optimistic.
[] Energy policy of India and automobile industry

O The energy policy of India will be changed as consumer preferences

are moving toward diesel vehicles.

O As the number of sales of diesel vehicle increase, the taxed on diesel

will also be raised.

- The reason the taxes on diesel was cheap is that diesel has not been

_18_



considered to be used to passenger vehicles.
- However, the tax raise will not happen quickly.
[] Possibilities of Eco-friendly vehicles
O National Electric Mobility Mission was set up in the budget of 2011.

- The government started research on the policies with regard to electric

vehicles and hybrid cars.

- Once the Indian government committed to devote its automobile
industry policies to eco-friendly cars, the industry will get a lot of

supports.
O Possibilities of bio-diesel vehicles

- The prospect is not positive that bio-diesel vehicles can prevail in
India in near future because of the issues on food security and land

usage.

: The government as well as the farmers don’t want to convert the

agricultural area into bio-diesel production base.
[] Possibilities of Korea-India cooperation

O There are plans of the cooperations at an industry level, but no

specific ones.
: There is no company level cooperation plan yet

O The politicians and authorities concern about the trade imbalance

between Korea and India

: Many are dissatisfied with the deficit of India in the trade with
Korea, and do not understand why the products of India are not

popular in Korea.
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