‘Demand for cars is highly price elastic’
> | ETINTERACTIVE

Ramesh Adige is a whole-time
director of Italian car giant, -Fiat
India. He has over 25 years' experi
ence in the automobile industry, In
an interview with Sanjeev Sharma,
where he insists his views are per
sonal, he talks of issues before the
auto industry., . '

What growth trends do you antic-
ipate for the Indian car industry?
The growth rate of over 55 per

1999-2000 is unsustainable. In the
next few years, the car market is
likely to grow at a compounded
annual rate of around 10 per cent.
A lot depends on the overall

growth of the Indian economy and

the fiscal policies of the govern-

ment.

Is there over-capacity in the car

industry and why? -
The insfalled capacity at the

12

moment is around lakhs,
whereas the market is expected to
hover around 7 lakhs. So there is
no doubt that there is over-capaci-
ty. Such a situation is always creat-
ed in a free market and may persist
until consolidation takes place. -

How will global consolidation

cent seen in the car market in

" tion of the Indian auto

.policies of the parent

cycles. All this leads to unstable
market conditions making plan-
ning very diffictlt. When consoli-
dation filters down to India, com-
panies will see an improvement in
their bottom lines because of shar-

men, money and mate-
rials. But the competi-
tion will still be tough,
resulting in India get-
ting the latest vehicles
in terms of technology,
safety, performance ||
&nd value for money.
The pace of consolida-

mndustry depends a
great deal on the
vision and corporate

com overseas.
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Most of the global car players market and a major export hub?
have already invested heavily in . Demand for cars is hi
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government of India must keep this
in mind. The delay in global majors
entering the commercial vehicles

sector in India is only because the -

market is yet to get msature and
sophisticated enough to absorb bet-
ter technology and

Road infrastructure
has elso to improve.
In the case of 2-
wheelers one - may
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senger car attracts only around 15-
20 per cent VAT. The passenger
car industry in India pays an
excise duty of 40 per cent which is
the peak rate in the country’s
excise duty regime. This industry
also pays 12 per cent sales tax,
which again is the peak rate. The
government must - recognise the
this industry can impel
thp economy forward and con-

tribute

growth, by reducing tax rates to
realistic levels in order 0 encour-
age demand.

As far as exports are concerned,
the common view is that it will not

‘be easy for India to become an




