
Mahindra & Mahindra has come a long way since it started out
assembling Willy's Jeeps in the 1940s. Emerging from the constraints of
India's semi-planned economy in the 1990s, the company has
accumulated technical expertise through a series of joint ventures with
global manufacturers, including Ford, Renault and Navistar, and steadily
built its portfolio of trucks and utility vehicles of all sizes to volumes of
around 600,000 vehicles a year.

Released from the state controls that forced companies to diversify
continuously in order to invest, parent company Mahindra Group has
mushroomed in the past decade. Now a US$15bn conglomerate with the
financial strength to make substantial acquisitions, Mahindra acquired
SsangYong last year. It is also the owner of the electric vehicle
manufacturer, Reva, which recently announced plans to launch five EVs
by 2016. The company recently invested US$150m in a new technical
centre in Mumbai and a new technical centre in Troy, Michigan, and has ambitions to build a presence in Europe and North America. However, its
greatest volume ambitions lie in securing a position in its domestic and neighbouring markets before building its presence in Africa and South America.

Automotive World asked Mahindra Group Chairman, Anand Mahindra, to share his plans for the company and his perspective on emerging markets.

AutomotiveWorld: When people talk about emerging markets,
they're usually referring to China and mega-cities like
Shanghai. Can you please explain briefly how you see
emerging markets?

Anand Mahindra: People who come to India expecting to see an
environment similar to China are appropriately shocked, because of
visible poverty, chaos, traffic jams, congestion and an appalling lack of
infrastructure. But this allegedly chaotic environment is a free market
where the individual is prized, and where people have individual
freedoms. We are beginning to find that innovation thrives better in such
an ecosystem. With democracy comes intellectual freedom.

So India is perhaps the biggest laboratory in the world working to solve
all of the world's current and future problems. And I'd ask you to humour me by presuming that besides being full of the problems of today and
tomorrow, this laboratory might also be source of the solutions.

AW: Mahindra & Mahindra specialises in utility vehicles, a segment that is ideal for economies moving from agriculture to
industry. These are in a sense the workhorses of economic growth. How does that affect the way you view mobility and
opportunities in the automotive sector?

AN: It affects the way we see competitiveness. The tractor and automotive industries have common component vendors and many common parts.
When I joined Mahindra & Mahindra in 1991, in charge of R&D, neither the tractor business nor the automotive side had enough scale in manufacturing
to justify the development of a completely new engine. But with India starting to introduce emissions controls, it was needed.

With the help of Austrian engineering firm AVL, we created a common engine family. We worked closely together and came out with an engine that was tweaked
to perform according to the characteristics required by agricultural equipment, but also served as a core element of our automotive engine development.
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We used frugal innovation to conquer the critical mass problem. That
served us well, because the parts and the servicing capability were
available for both in the aftermarket. The synergy between the tractor and
the automotive business has been a huge benefit across the Group.

AW: How does this apply to commercial vehicles?

AN: Today we are in the heavy truck business, but we started out making
small one- and two-tonne trucks, vehicles that do last-mile operations in
city areas. In a sense, we have seen our vehicles - along with our vehicle
finance company - transform lives and create completely new
entrepreneurial opportunities for their operators.

AW: How do you expect the commercial vehicle sector to
develop in the next few years?

AN: There's been feast and famine in the last couple of years. Light commercial vehicles have been the fastest growing segment. The heavy commercial
vehicle business is very cyclical and strongly correlated to GDP, and, despite our good intentions, GDP in India has plummeted.

The latest estimates are for 5.7% growth, which, by the rest of the world's standards sounds pretty good, but it's not good enough for India and for our
poverty. The heavy commercial vehicle business has slowed down dramatically and, in fact, has shown negative growth for the last two years. The heavy
commercial vehicle business will recover as GDP growth recovers. It will simply be a cyclical business. The LCV business seems like it could grow almost
endlessly.

AW: What sort of growth rates are you seeing in LCVs?

AN: The sector has grown at double digit rates for the last year, and
before that it was even above 20%. But it has never gone below double
digits.

AW: How important will joint ventures be to Mahindra? In the
past, some have not gone quite as planned. Navistar is in a
weakened position today but it has been an important
partner.

AN: We've had enormous experiences with joint ventures and alliances.
All joint ventures, particularly equal joint ventures, have a half-life and
never survive. Joint ventures are meant to serve a particular purpose and
should be entered with a very clear understanding of what each party
wants to get out of it.

When I negotiated the joint venture with Ford Motor Company back in 1994, it was very clear that Ford wanted an entry into India, a country it didn't
understand. And we desperately wanted exposure to modern car manufacturing. Today, Ford is present and very successful in India. And Mahindra
went from being a manufacturer of soft-top jeeps to producing the XUV, a product that we have made ourselves and are trying to sell in Europe.

Similarly, Renault is now operating on its own in India, having learned
very strong lessons from its joint venture with us. We are still producing
the Logan in India, under the new name Verito, and our technology levels,
thanks to that JV, went up a notch.

Will we continue to do these? Yes. But as both parties mature, the joint
ventures will tend to focus around a specific objective - perhaps sharing
an engine component, distribution in a region or manufacturing capacity.
Umbrella JVs will be a thing of the past.

AW: And what is the future for your heavy duty engine joint
venture with Navistar?

AN: Right now, Navistar has certain preoccupations of its own, which
have nothing to do with its situation in India. We wish them well and we
hope they surpass the challenges they face. As far as we're concerned, thanks to their partnership we've developed wonderful products, acknowledged as
amongst the best in the market in terms of technology and performance.

We are just struggling to become recognised players and achieve our targeted market share. It is difficult when the heavy commercial vehicle market is
in decline, but we have the right products to make an impact.
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AW: In recent years you have acquired both SsangYong of Korea and the EV manufacturer, Reva. SsangYong fits with the core
values of Mahindra & Mahindra and its utility vehicles, but isn’t Reva a diversification of your strategy?

AN: Put it within the context of our "Rise" philosophy and its sustainability and I think it actually is the most congruent with our approach. It connects
with the consumer; it makes them trust us. The aspiration for our brand is to me among the most admired in the world. That doesn’t mean that we have
to be as rich as Apple or the royal family. It means you're respected for how you do business. It's not how big you become, but how you become big.

AW: With a new EV due to enter production later this year,
what are your plans for Reva?

AN: The exact date is still a closely guarded secret, but within the next six
months, we plan to come back into Europe and supply this new product
to the UK consumers who have trusted Reva in the past.

Europe is a very fertile ground and ours to lose. We will enter markets
where there is strong government support for EVs, not just in terms of
fiscal concessions, but also where there is the political will to install the
infrastructure for EVs. We will choose markets where we see a more
receptive environment.

AW: How do you plan to increase the level of collaboration
between SsangYong and your engineers in India?

AN: We have very robust collaboration already under way, for example, in engines, products and on components. It is going extremely well. One can't
push these things and mandate them. You have to build up mutual respect between the engineering and development cadres in both companies, and,
happily, that has happened. Developing global platforms for Mahindra & Mahindra and SsangYong is absolutely part of our plans.

AW: How soon will Mahindra & Mahindra attempt to re-enter North America? You had a few problems with this...

AN: We had some hiccups there, which are well known. But any global auto company has to harbour an aspiration to enter North America. In the
immortal words of the former Governor of California, we'll be back.
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