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What Would I Recommend For The Alliance To Be Successful?

I would recommend a number of things for the alliance to be successful, focusing on
both improving the relationship between the two companies as well as on business issues in
terms of products, distribution, and financing.

To start, I believe that meetings between the partners, rather than being held in Europe or
India, should be held in a neutral place, ideally somewhere mid-way between the two company’s
home bases of operation.  I was struck that the majority of the negotiations for the alliance took
place in India, primarily because of the difficulty the Tata team had entering Italy, but it ended
up that the meetings were on Tata’s home turf. When the negotiations were going on, the Tata
representatives were frequently late to meetings due to their other work commitments (though
the lateness may be a cultural issue), and were interrupted during the meetings by other work
responsibilities.  Such delays and interruptions take away from the feeling that the relationship is
truly one of equals, and prevents the parties from focusing 100% on the alliance. This may be
less relevant now that the agreements are signed, and the focus of the alliance is on India, but it
still makes me feel that if the high level alliance meetings are all in India then symbolically the
relationship is not one of equals and this takes away from the alliance.

The alliance also needs to find a way to balance the two different types of cultural issues
that faced it in negotiations, first the Italian and Indian culture, and second the company culture.
It might benefit the alliance, in future negotiations and decision making, to have higher level
Tata people present.  This would avoid the apparent need to escalate decisions higher up into the
organization, and balance the autonomy the Fiat representatives had in decision making.

Fiat and Tata should generate multiple product offerings across market segments, instead
of presenting just a few models to the market. It will take a number of years for the joint venture
to be profitable, the apparent life span of joint ventures in India is short, and offering just a few
models will not allow market penetration of such a large, rapidly growing, and competitive
market.i

It is important that they keep costs low at the Ranjangaon facility so that Fiat/Tata will
have a price advantage over other manufacturers in others countries and be able to export the
sizable production that is possible at the facility, both for automobiles and transmissions, in
addition to selling the production in India. It is important for the alliance to consider all possible
options for their production, both selling in India and exporting under the Fiat or Tata names.

The Fiats that are sold in India should be sold in unique Fiat-Tata showrooms throughout
the country. This way potential buyers will have access to the Fiats, and can take advantage of
the sales, dealer network and customer service of Tata Motors in one showroom. By selling in
combined showrooms, the alliance would allow Fiat to take advantage of the strong reputation of
the Tata brand in India, something that Fiat currently lacks.ii In addition, the alliance would
benefit as Fiat would have access to the dealer network of Tata Motors providing customer
service, spare parts, shared marketing and servicing facilities, and consumer financing, all areas
that were major problems or lacking for Fiat before the alliance.

Of great importance to the alliance, Fiat would also be able to take advantage of Tata’s
goodwill in its home market and brand identity, which would help to improve Fiat’s poor image
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in India.iii Though the alliance planned to offer the initial models in just a few major cities
before expanding throughout the country, the alliance would benefit greatly by expanding
aggressively to gain market share and take advantage of the capacity of the Ranjangaon facility.
The Indian automobile market is extremely competitive, especially the small car market, with
numerous domestic and international/joint venture competitors present or planning to enter the
market. This would gain market share with the unique combination of Tata and Fiat products
sold by co-branded dealers, especially with Tata introducing new small car models based on the
technology provided by Fiat, and this would strengthen the alliance.

The alliance might consider having Fiat market the unique Tata Nano outside of India
where the Fiat name and dealer network is strong. Once the car is upgraded for European
standards, Tata can take advantage of the Fiat name, marketing and dealer network. The Nano
would obviously cost more outside of India once the vehicle was upgraded to European safety
standards, but it would still be a unique vehicle and a powerful seller for the alliance. The Tata
brand name is becoming well known in the U.S. since the acquisition of Jaguar, and they
probably wouldn’t need Fiat to help market the Nano in the U.S.

The alliance might find it best to split up the Indian market with Tata focusing on lower
cost automobiles and Fiat on higher cost Automobiles. For example, Tata could focus on the
Tata One and Indica range of models and Fiat could focus on the Palio, Grande Punto and the
Linea.iv In addition to automobiles manufactured in Ranjangaon, Fiat could also import finished
automobiles. They could still sell the imported automobiles in the Tata-Fiat dealerships as part
of the alliance. The alliance could even consider taking advantage of shuttered Fiat facilities
elsewhere in the world, producing Tata passenger and commercial vehicles for export from those
markets for sale through Fiat’s existing dealer network.

For the alliance to be successful it would be fundamental for Fiat to bring to Tata better
access to technology, design and global markets, as well as inject the necessary cash for the joint
venture, while Tata would need to provide to Fiat a larger presence in India, one of the world’s
fastest growing auto markets, without the heavy investment needed to build their own dealer
network. This would benefit both companies, and strengthen their alliance, by providing what
each company needs to compete and grow in the Indian and the world market. For the alliance
to obtain the success that both parties desire they would have to be careful to avoid any brand
dilution or product cannibalization that could be caused by the alliance. The alliance would need
to carefully choose the vehicles that were marketed jointly.

The alliance must keep in mind that the Indian market is one of the fastest growing small
car markets in the world, and numerous competitors have entered or are planning to enter the
market, to compete in the small car segment.  Fiat-Tata must be aware of the competition that
does and will exist and be prepared to differentiate their products from the competition.v There
needs to be a strong focus on this segment, and the Tata Nano is an excellent example of a
product that could differentiate the alliance from their competitors.

Fiat could help to guarantee the long term success of the alliance by offering Tata access
to something they do not have: technology, design, and global markets. Tata could help to
guarantee the long term success of the alliance by offering Fiat access to something they do not
have: a quality dealer network in India providing customer service, spare parts, shared marketing
and servicing facilities, and consumer financing.
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