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Presentation Plan

• Globalisation, Technological change and 
Automobile Industry

• International Production Network in Asia

• Where does Indian Automotive Industry 
Stand



Automobile Industry at the Crossroad
Automobile industry is a symbol of technical marvel by human kind. 
Being one of the fastest growing sectors in the world its dynamic 
growth phases are explained by nature of competition, product life 
cycle and consumer demand. 
Today, the global automobile industry is concerned with consumer
demands for styling, safety, and comfort; and with manufacturing 
efficiency. The industry is at the crossroads with global mergers and 
relocation of production centers to emerging developing economies.

As sales and production have stagnated mainly in the developed markets auto 
majors look emerging markets

-Countries on the periphery of industrialized countries (e.g Mexico)

- Countries with quick possibility of technology absorption and re-
exporting from there (e.g. Thailand)

-Countries with independent production and consumption spaces (China, 
India, Brazil)



Risk Sharing and Supply Chain in 
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Automobile industry Influencing 
component industry 

Nag (2009)

• Modularisation
• Locational change of production base
• Technological break through (more IT devises)
• Consumer preferences
• Environmental and safety related policy
• Other legal aspects
• Marketing strategy through developing new    
hybrid models
• Effort of OEMs to cut down the price of vehicle 
(balancing cost and weight cut)



Global Value Chain of Automobile Industry

The major strategic move of the big players, which cascades 
down to the lowest tiers in their production networks, has been
getting the right part or process, in the right numbers, to the right 
place at the right time and the right cost, with a minimum of 
inventories in process or in transit.

As a result, the automobile GVC has evolved towards a 
complex, multi-tiered global supplier structure that has, along the 
way, transformed the key participants and relationships within 
the automobile industry s GVC. 

Regional Trade Agreements provided an extra impetus 
especially in Asia to promote the GVC in automobile industry



RTAs and Internationally Expanding Value Chain

Supply chain management constitutes:
a) Product flow
b) Information flow
c) Finance flow
The product flow is movement of goods from supplier to 
OEMs and also in case of any customer returns or service 
requirements. 
The information flow covers updating the status of the
delivery as well as sharing information between suppliers and 
manufacturers. 
The finance flow encompasses credit terms, payment 
schedules and consignment and title ownership arrangements

Trade Agreement eases the product flow through reductions in tariffs, 
non-tariffs and simplification of RoO. However , value chain will expand 
to other countries when ‘information flow’ and ‘finance flow’ become 
smoother between countries.  

As components are mainly low value products and business is done on 
volume basis, small decrease in barriers may trigger  higher flow of 
goods across the border



Globalisation and Indian Automobile industries

• Exports are increasing

• Foreign Players are in

• Domestic component Manufacturers  are 
competing foreign suppliers

• Increase in M&A  Activities



Exports of vehicles (in numbers)
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Name of the products 
(No. of products at 8-digit HS) USA Italy UK Germany China Japan Thailand Indonesia Malaysia
Rubber products under 
HS 40  (13) 0.33 0.51 0.54 0.29 0.29 0.03 0.06 0.39 0.67
Brake lining products 
under HS 68  (5) 0.22 0.06 0.01 0.00 0.48 0.02 0.06 0.11 0.00
Glass materials under HS 
70 (7) 0.05 0.19 0.03 0.00 0.00 0.09 0.00 0.10 0.13
Metal parts under HS 73 
(13) 0.42 0.51 0.35 0.11 0.02 0.06 0.26 0.50 0.68
Locks for Motor vehicles 
under HS 83 (3) 0.02 0.36 0.44 0.00 0.00 0.54 0.03 0.53 0.00
Ignition and other parts 
under HS 84  (75) 0.55 0.46 0.38 0.14 0.19 0.08 0.02 0.21 0.26
Motor parts under HS 85  
(33) 0.26 0.24 0.27 0.25 0.06 0.09 0.04 0.37 0.28
Chasis and Body parts 
under 87  (38) 0.21 0.40 0.14 0.62 0.14 0.12 0.26 0.72 0.27
Other equipments under 
HS 90  (5) 0.05 0.09 0.32 0.00 0.00 0.00 0.37 0.13 0.00
Instruments under HS 91 
(1) 0.30 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Seats under HS 94  (1) 0.57 0.00 0.00 0.00 0.00 0.00 0.18 0.07 0.00

India’s Integration in Auto-components with various countries:  
Intra-Industry Index (2007-08)



Gear Box
Parts used for spark-

ignition in engine
HS Code 870840 840991
Year Export Import Export Import

2001-02 0.01 0.44 0.01
2002-03 0.54 0.72 0.73
2003-04 0.33 0.01 0.89 6.8
2004-05 9.05 0.12 0.94 1.51
2005-06 31.53 1.35 2.05 2.52
2006-07 35.28 1.27 1.29 2.19
2007-08 30.24 0.75 0.32 3.06
2008-09 34.6 0.4 0.98 10.44

India’s Export and Import to/From Thailand
(Auto components under Early Harvest Schemes)

(Value in Million US $)

India’s FTA with Thailand : Possibility of IPN 



Expanding Supply Chain: Experience of Toyota, TATA and 
Maruti Suzuki

Toyota’s Indian auto-component JV company Toyota Kirloskar Auto Parts 
(TKAP) situated near to Bangalore has started producing gear boxes for its 
assembly plants in different parts of the world including in Thailand in 2004. 

TKAP  joins a select group of Toyota manufacturing bases in the ASEAN region, 
South Africa and Argentina that together manufacture components and vehicles 
for supply to countries in Europe, Asia, and Central and South America. 

Called the IMV-Project by Toyota, this is an attempt at setting up an 
internationally coordinated production system by designating manufacturing 
bases in India and South-East Asian countries such as Thailand, Indonesia, 
Malaysia, the Philippines, and Vietnam. 

The 100% export oriented unit of TKAP produces R-type gear box which get 
exported to Toyota worldwide. 

Toyota’s plan is to increase the IPN in such a way that Toyota's production 
facilities in India and the ASEAN region will mutually complement one another. 
Hence, TKAP is truly a part of an international production network.



Expanding Supply Chain: Experience of Toyota, TATA and 
Maruti Suzuki

Maruti sources its parts from JV suppliers as well as independent suppliers. In 
the past, focus was more on JV suppliers which received substantial amount of 
assistance from Suzuki  for importing technology from Japan. 

The need of setting up JV suppliers has  come down as there are number of 
competitive and matured suppliers already present in the ancillary sector. . 

Along with that trade liberalization, opportunity has come to import even bigger 
components much cheaper from competitive sources. 

In response to this, Suzuki developed a global sourcing policy and tries to 
procure components from its trusted suppliers all over the world through their 
footprints (e.g. Suzuki is procuring modules from Faurecia from its footprints in 
different countries). Earlier focus was on localization but of late, the policy has 
shifted to procuring from major Tier 1 suppliers of Suzuki through ‘request for 
quotation’. 

As a result of this, Tier 1 suppliers of Suzuki have the opportunity to supply 
components and modules to Suzuki plants located in different parts of the world. 
In this process, Suzuki is involved in developing its own international production 
network. 



Expanding Supply Chain: Experience in India 

In contrast, Indian companies such as Tata Motors has set itself a goal of 
building low-cost cars. The company is more vertically integrated and follows the 
model of technology sharing along with risk sharing with its suppliers. It is linked 
with its suppliers with the formation of its own set up of segments from 
component manufacturing to the set up of final vehicle. Thus the nature of supply 
chain is different from that of Maruti. 

Tata depends extremely on localized supply chain industry. More than 95% of its 
components are supplied by local players. It imports some specific items. In 
some cases, when it feels that domestic suppliers are jacking up the price, it 
imports to create a pressure on the domestic supplier. Tata has offices in 
countries like China, Thailand who works on stable and quality supply of 
components. 

Recently, it is observed that independent suppliers particularly those in Tier 1 are 
developing network with many automobile companies. For example, Delphi, 
Lumax are expanding their activities in India through green-field investment and 
have developed tie-ups with many companies such as Tata Motors, Maruti, 
Toyota, GM India etc. 



Inventory and SCM Model for Maruti-Suzuki and TATA Motors

Prepared by author from the discussion with OEMs, Tier 1 and Tier 2 suppliers 
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India and IPN: Current Status
The study concludes that IPN must result into a two way trade of
components so that both countries get benefit of increasing intra-industry 
trade. However, there is no guarantee that PTA/FTA will ensure that. 

Initial industry environment and efficiency level is necessary to reap the 
benefit of FTA otherwise it may result into only a one way trade. SMEs 
may not be in a position to integrate themselves with the production 
network which are mainly driven by MNCs.

Technological collaboration is required and capability to go up the value 
chain with innovative management skills are necessary for a component 
manufacturer to enter into a production network. 

In case of India, its auto-component exports are more towards EU, USA 
and Canada. Technology absorption by domestic players is helping them 
to become efficient but they are not fully prepared to face the competition 
from South East Asia. Hence, there are reservations towards fully opening 
the component sector in India. 
However, duties on components have come down in recent years in India 
and this unilateral liberalization seem to have provided some opportunities 
to foreign players to expand their operations in India.  



OEM Global Acquisition/JV/Subsidiary Description

Global JV with ,2006 MOU to manufacture passenger vehicles, 
engines and transmissions for the Indian 
and Overseas market

Marco Polo, ,2006 Manufacture and assembly of fully built 
buses and coaches

Hispano , 2005 21% stake in leading bus/coach 
manufacturer

Tata Motors

Assembly plants in , , and Assembly of CKDs exported to these 
countries.

Mahindra , 2005 Branch Office and assembly operations.

Stokes Group, , 2005 Autocomponent manufacturer
JV with Renault , 2005 Export focused JV with Renault for 

manufacture of sedan which was launched 
in in 2007

Mahindra and Mahindra

Subsidiaries in , and Assembly and autocomponents
Proposed Columbian JV in which TVS 
Motors has 26% stake, 2006

Assembly of Scooters/ motorcycles from 
CKD units.

TVS Motors

Assembly plant in US$ 55 million investment towards one of 
the world’s largest two wheeler parts.

Indian OEMs going Global

Annexe



Manufacturer Acquisitions and investments abroad
Bharat Forge • FAW Corporation in 52% (2006)

• CDP Aluminiumtechnik (2004)
• Carl Dan, (2004)

Amtek Auto • Zelter (2006)
• (2004)
• Smith Jones Inc. (2002)

Sundaram Fasteners • (2005)
• Bleishtal (2004)

Indian Component Makers’ Recent Acquisitions
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