India will take 40 years
‘to match China’s car
penetration: Bhargava

Maruti Suzuki cha|rman blames hlgh taxes forlow carownership
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aruti Suzuki India
Chairman R C
Bhargava on

Monday at a media interac-
tion said that even with the
number of cars per 1,000
population projected to grow
by three to five per year, India
would still take 40 years to
draw level with China.

In the past five years, car
penetration on average grew
by a mere one per 1,000 pop-
ulation, especially with the
closure of plants and disrup-
tion of sales during the pan-
demic. The key drivers for
the car industry’s sluggish
growth — and consequently
penetration — are twofold:
high taxation and higher cost
of regulatory compliance,
especially for small cars.

Bhargava pointed out that
currently, the penetration
ratio in India is 30 cars per
1,000 population, as opposed
to China’s 221 cars per 1,000
population. “Based on this
calculation, we will take
around 40 years,” he said.

The message clear: the
Indian car market is not
growing as fast as it ought to.

He said the low penetra-
tion is reflected in a torpid
passenger car market.

“In the first decade of this
century (2000-2010), the pas-
senger car market grew at
around 10-12 per cent per
annum. In the next 12 years,
the average growth was a
mere 3-4 per cent.”
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) High taxation, higher
cost of regulatory
compliance, especially for
small cars, key reasons for
asluggish car market

) Indiastill treats carsas a

luxury product, unlike other

developed countries whose
manufacturing prowess is
built on automobiles

) Taxincidence on cars far higher than in Europe orJapan

) India should sign FTAs aggressively, said Maruti Suzuki
India chairman, so that carmakers in India can export to

these countries

Unlike other developed
countries like Germany that
build their manufacturing
prowess on the strength of
their automotive (auto)
industry, India, he said, con-
tinues to be dismissive of cars
as a product of luxury.

“Government policies are
such that they treat cars as
luxury products that need to

be heavily taxed,” he
lamented, adding, “Car
affordability is not at all
related to income.”

“Taxation on cars in
Japan is 10 per cent; in
Europe, 19 per cent. Apart
from the goods and services
tax (GST), cess, state taxes,
and a one-time road tax, the
taxincidence in India is any-
where from 40 per cent to as

GOVERNMENT POLICIES ARE SUCH THATTHEY

TREAT CARS AS LUXURY PRODUCTS WHICH NEED
TOBE HEAVILY TAXED....CAR AFFORDABILITY S
NOTATALLRELATED TO INCOME

high as 60 per cent for pre-
mium sport utility vehicles.
It’s a call the government has
to take,” he said.

At present, four-wheelers
are taxed at 28 per cent GST,
with additional cess ranging
between 1per cent and 22 per
cent, depending upon the
type of vehicle. Cars
imported as completely-built
units attract Customs duty
ranging between 60 per cent
and 100 per cent, depending
upon engine size and cost,
insurance and freight value
being less or above $40,000.
He said the cost of regulatory
compliance (implementing

@ Bharat Stage VI norms, for

instance), especially on
smaller and cheaper cars, has
been going up. While the cost
of doing so is similar for both
versions, the impact as a per-
centage of cost is far higher
on a smaller car.

As a result, the small car
market has been shrinking as
two-wheeler customers
shelve or delay plans to
upgrade to a four-wheeled
drive. For instance, the mar-
ket share of a %5 lakh and
below car has fallen from 25.8
per cent in 2018-19 to a
meagre 10.3 per cent in 2021-
22. In the same period, the
market for cars of¥71akh and
below fell from 60 per cent
to 43 per cent. Bhargava also
took a contrarian view on
India’s decision to go in for
free trade agreements (FTAS)
with different countries — a
move strongly resisted by
many auto companies that
feared the absence of tariff
barriers opening the flood-
gates to imported vehicles
entering the country.

“My view is not accepted
by many in the industry. But
1 believe our cost of produc-
tion is very competitive com-
pared to any country in the
world. I believe we should
aggressively go for FTAs so
that car companies in India
can enter these markets and
increase exports,” he said.

Bhargava pointed out
that adding safety features
will not suffice. The lack of
training for drivers and the
ease with which licences are
procured are bigger areas of
concern that need a relook.

Moreover, there isno reg-
ulatory requirement that
warrants checking the health
and maintenance of a car
after it rolls off the

assembly line, he
observed.



