INTERVIEW |

Ram Venkataramani

The component industry s the firm foundation on which India AutoInchas been building growth.
Now, inan era of disruptive technologies, megatrends, upgraded emission and safety norms, domestic
suppliers face challenging times. The President of the Automotive Manufacturers Association of
India (ACMA) tells Amit Panday just how theindustry plans toride the presentand rule thefuture.
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What is your view on

the Supreme Court’s
judgement on the strict
implementation of BS VI
emission norms across all
vehicle categories from
April1,2020?

The order is very clear that
BS VInorms are going to
come in vogue from April 1,
2020.0One aspect that the
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industry should be grateful

foris the clarity that the order

gives us well ahead of time.
When BSIV norms were
introduced, there wasalot
of ambiguity whether the
deadline is for production,
retail sales or for both.
However, this time around,
the court order is fairly clear.

The challenge the
industry is going to face now,
particularly all of us involved
in the supply chain, is with
respect to our planning.

The apex court order clearly
means that everything

has tobe pulled forward

by a further three to four
months. Soif you say March
3lis the cut-off (for sale of BS
IV-compliant vehicles), then
literally will manufacturers
have to cut off production
at least four months in
advance.

Adhering to the April
1,2020 deadline in itself
really was a herculean task.
Now pulling that further
ahead in order to be sure of
the inventory pipeline will
definitely be a challenge.

‘From April2020
onwards, most of
theproductsmade
inIndiafromthe
emissionsand
safety standpoint
willbereflective
ofthesameglobal
standardsthat
arefollowed
indeveloped
markets.

While this would clearly
demand substantial
backward integration for
OEMs and suppliers to
clear the (BSIV)inventory
in time and roll out BS
VI-compliant products,
how are suppliers going to
manage this transition?
In terms of readiness, this
isahuge task. One must
remember that testing
is one big bottleneck. If
you look at the vehicle
testing and homologation
agencies’ capabilities
totest and approve the
number of models that
OEMs have, that initselfis
abottleneck at present. I
think that would alsobea
big determining factor. But
in terms of readiness for the
BS VI technologies, ACMA
members and most of usin
the component industry are
already geared up.

That said, the industry
is concermed about the
availability of BS VI grade
fuel and its distribution
across the country before the
deadline. We cannot afford

to have the fuel mix or the
dual-fuel scene that we had
earlier, after BS VI norms are
implemented across India.

As ACMA's new president,
what are your priorities?
There are alot of technology
and regulatory changes
coming up, specifically in
the emissions and safety
areas. The aim would be
toactasabridge between
the regulators and ACMA
members and ensure that
component suppliers are
ready with the necessary
technologies within time.
What we are also doing is
taking delegations to study
missions overseas to see and
evaluate new technologies
that would be useful
either via joint ventures or
technical assistance that our
members could embrace to
meet the type of ongding
regulatory changes in India.
The industry is witnessing
very interesting times.
On one hand, we have
fluctuating market growth
and on the other the
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implementation of these
regulations. Ideally, the
industry does not want
market growth to get
hampered due to these
thanges. For example,
(ompanies are investing
‘nexpanding capacities

invest about 8-10 percent
oftheir turnover into R&D,
Indian suppliers re-invest
‘barely one percent.
Withnew emissions and
safety norms, India will
nowbe at par with many
developed markets.
hatis ACMA doing to

theproducts that will be
manufactured in India
fiom the emissions and
safety standpoint will be
reflective of the same global
standards that are followed
‘ndeveloped markets.

Inthe context of R&D,
yes, India has generally
been a build-to-print
environment and most of
tshave been working in
thatenvironment. But I
agee with you — now is the
opportunity to invest more
inR&D. Iwould like to point
outaunique trend. A decade
ago, it was very difficult for
ustolook at international
talent, or get global talent
tolook at R&D here. Now,
(Indian firms) setting up
small R&D centres in Europe
isheginning to happen
increasingly. l would expect
thatif you look at company
balance sheets from now on,
youwill see that investments
inR&D would only increase
inthe future.

This will happen primarily
because the changing
regulatory environment,
either on the emissions side
orsafety side, is being looked
atasnew opportunities. This
definitely is something that
thelocal suppliers would
want to explore. I believe we
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would see this happening
now going forward.

Is the supplier community
geared up tolocalise all
parts required under the
incoming emission and
safety mandates?

Not as of today but I think
definitely the intent will be to
localise all of that in the near
future. It is not viable to go
onimporting and assembling
here and supplying parts to
customers in the long run. I
believe that the market will
push us towards localisation,
which is why the amount of
investment in R&D would
increase now.

Transport minister Nitin
Gadkari, at ACMA's annual
summit (in September),
very clearly said that make
in India is a priority, imports
have tobe reduced and
exports have to be increased.
At present, we are importing
about US$ 15 billion and
exporting US$ 13.5 billion
worth of components. So,

India's component industry,
which appears ready for BS VI,
now looks beyond 2020. While
advanced technologies such
as EPS (as in JTEKT picture
above) will see increased
penetration, suppliers have
begun embracing EVs.

"Westillimport
components
worth $15billion.
Weareactively
seeinghowwe
canlocalise
these, eitherby
JVsortechnical
assistanceor
in-houseR&D!
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asan industry, we are still
anetimporter. Thereisa
huge effort underway to
identify the parts currently
being imported. We can
achieve localisation.either by
joint ventures or technical
assistance or under the
make-in-India program or

even via internal R&D efforts.

This has to happen for us
tobecome a cost-effective

supplier community in India.

Within ACMA, we have
carried out a restructuring
exercise wherein we are
identifying what members
want. The focus hasbeen on
identifying five pillars which
would deliver greater value
to the member companies.
This was done during Mr NK
Minda's leadership. These
five pillars include business
development, skilling, joint
ventures and technical
assistance. The latter is
expected to drive new
technology initiatives and
acquisitions.

When you compare
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India with the TRIAD, you
must note that the history
of the automotive industry
there is over 100 years and
they have a very matured
relationship between OEMs
and suppliers there. This
isachieved only after so
many decades of working
together. On the contrary, the
Indian automobile industry’s
history begins from the
1980s. Therefore, we are a
very young industry and
still learning, Nevertheless,
the times are changing
drastically and calling upon
us toreally shift gears and
focus more on R&D now.
How this, we believe, will
work in India is that first all
major OEMs will set up their
R&D centres here, followed
by multinational component
suppliers establishing their
development centres.
Over a period of time, the
Indian talent working in
these companies will either
get acquired by the Indian
(component) firms or they
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willspawn off and set up
their own R&D-driven start-
ups. This is how the R&D
culture evolves.

Many OEMs already have
anR&D presence in India
while several MNC Tier 1
suppliers also have their
~ development and global
technical centres here. Once
 these exist for 10 years or
-~ 50,you will see many small
start-ups spawning off. We
need talent and that comes
from these pools. That's
how we will move towards a
progressive culture of R&D
and innovation.

Indian talent is well
known for its software
capabilities. Many

global suppliers have set
up strategic technical
centres here where
software engineers work
on global platforms and
advanced technologies
such as autonomous
vehicles, ADAS and HMI.
How are the homegrown
suppliers banking upon
this strength that already
exists in India?

This depends on the product
category the local players
arein. One area where this
software strength is being
leveraged is manufacturing
and design capabilities.
Most of the homegrown
suppliers, as members of
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ACMA, have gone through
the phase where they have
worked on leveraging India's
software strengths on
improving manufacturing
efficiencies. That has then
evolved into design where
software simulation is being
used while developing new
products. All this is now
pretty much standard in the
industry.

Asregards driver
assistance systems, power
electronics or software
required for connected
vehicles or autonomous
driving, I think these
technologies are at a very
early stage (in India) at
present. However, some of
the larger companies have
already started engaging
with both educational
institutes and with software
powerhouses to evaluate
if they can start working
on some of these futuristic
areas.

Having said that, one
must understand that the
majority of the homegrown
(component) industry
caters to the local market.
So this depends upon the
state of evolution of the
domesticautoindustry and
accordingly component
suppliers respond to those
requirements.

Iagree that there are
certain areas where a certain
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'What OEMsdid
fortheTierlsin
thepastiswhat
isnowexpected
fromtheTierls
fortheTier2s
and 3s. This will
surelybringupthe
quality practices
acrossthevalue
chain.

industry offers better
competencies and we

need to leverage that. The
value chain is becoming so
complex and global in nature
that if we can leverage some
competencies of our own
country, then why not?

Given the technological
disruptionsinindustry,
how important isit for the
large TierIsuppliersto
handhold the Tier 2, 3and
evensmaller players?
The message from all
OEMSs was very clear at

the ACMA Summit — the

IC engine will continue
tosee demand even
beyond 2030. They also
clarified that alternate

fuels including electric

and hybrid vehicles would
obviously be a growing pie
but would still be relatively
smaller. Therefore, the IC
engine volumes we are
catering to today would
only be greater by 2030.
That's a very reassuring
aspect for the component
industry because there was
alot of apprehension about
making or not making new
investments. That hasbeen
largely dispelled.

Secondly, quality
parameters are becoming
increasingly important.
Incoming norms will bring
the India market at par with
other developed nations.
The message from the OEM,
once again, was absolutely
clear —itisthe TierIs'
responsibility to pull up the
Tier 2 and Tier 3 suppliers
up to thelevel of quality
required. What OEMs did
for the Tier 1sin the pastis
what is now expected from
the Tier 1s. This will surely
bring up the quality practices
across the value chain. There
isno getting away with this
because by 2020, we will be
making products of global
standards.

This isa huge initiative.
Through the ACMA Centre
for Technology, we are
upgrading skills at a very
nominal cost. We are
working with many Tier 2
and 3 suppliers to upgrade
their manufacturing,

quality and new product
development practices, so
that we are all at the same
level.

In the context of EVs, do
you see that the suppliers
are starting off with initial
work and preparing for
the future?

Yes, for sure, I think the
message from the OEMs on
this was also very clear.
They have repeated it at

the ACMA annual session
and also at the vendor
conferences. Electrification,
hybrids and alternate fuels
—all of these represent an
opportunity for the Indian
auto component industry. It
isup to us how we want to
leverage this.

Many companies are
already taking baby steps in
this direction. There certainly
are challenges such as the
lack of capabilities around
the electronics domain,
lack of lithium-ion battery
manufacturing capabilities
and others, but there are
other parts of an electric
vehicle that the Indian
players can explore, Those
parts are being identified,
there are dialogues going
onbetween the OEMs and
the potential suppliers. I
believe alarge automaker
has already requested ACMA
to create an all-new platform
for EV component suppliers
inthe near future.

About 20 percent of total
vehicles (expected share of
EVs) sold in 2026 or 2030
will still be a significant
portion. So, are youasa
component maker wanting
toignore that or do you
want to do business in that
as well as in the domain you
are currently engaged in?
I'think there are companies
with the risk appetite to look
at that as well.

ACMA has commissioned
several studies that identify
the type of components
required in an electric
vehicle. Through this, we
are trying to give adequate
information to our members
about what they can
potentially get into in the
EVspace. ®
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