Publication - Economic Times
Edition - All
Date - 13.112011
Page -10,11,12

a The on Sunday

e Economic Times
NOVEMBER 13-19, 2011
I

? economy

3

06 07 08 09




‘Theroad transport business in the country is on the cuspofa
huge transformation, and the credit goes to the arrival of the
giant multi-axle trucks. ET on Sunday takes a close look at the
super-charged business of running 12 and 16 wheelers

:: Shreya Jai

etween 2005-06 and 2009-10, sales of
trucks — yes those irritating, lumber-
ing, gaudily painted giants hogging
the roads - in India jumped nearly
17%. In fact, these commercial vehi-
cles have become the lifeline of the In-
dian economy, carting 65% of the
country’s freight today. And, over the
past decade, the stereotypical image
of the truck — think Sunny Deol’s ride
in Bollywood blockbuster Gadar —
has given way to bigger, faster, raw
power versions that were once only
seen in Hollywood films. -

More significantly, India is taking to
multi-axle trucks (MATSs, which range

from 26.2-ton vehicles to 49-ton ones -

on the basis of gross vehicle weight) at
- an unprecedented rate — sales
jumped 55% between 2009 and 2010
while lighter vehicles in the range of
3.5-16 tons posted a growth rate of

around 26%. Consider Tata Motors,
which has cornered more than 60% of
the overall commercial vehicle mar-
ket. The company’s medium and
heavy commercial vehicles (MHCV)
segment has reportedly witnessed
growth of 31% in 2010-11, of which
MATs jumped -35% and two-axle
trucks by only about 11%.

What makes this kind of growth all
the more impressive is the fact that it
has defied spiralling inflation and
fuel costs.

All things considered, the truck
segment is now poised on the brink
of a huge transformation. The ever-
expanding highways network, tech-
nological advancement, and, to an
extent, the corporatisation of the
highly fragmented sector are all mak-
ing the transportation business so-
phisticated and efficient.

The Whys, and the Hows

Admittedly, the entire commercial ve-
hicle segment has been doing well of
late. Truck sales (in the 5-ton to 49-ton
category) witnessed a healthy growth
0f10.5% in the first half of 2011, selling
1.611akh vehicles. With rural India get-
ting road connectivity, and the rest of
India upgrading its highways, the cov-
erage of trucks has taken a quantum
leap. For instance, some 10,000 km
was recently added to the existing
stretch of highways on both the East-
West and North-South - corridors.

Things look even more promising in -

the near future — the National High-
way Development Programme, with a
total expected investment of 22.2 tril-
lion in seven phases, is expected to be
completed by 2012. In fact, the density
of India’s highway network currently
stands at 0.66 km of highway per sq

LIGHT COMMERCIAL
VEHICLE (LCV)

Gross Vehicle Weight:

~3.5tonto 7.5 ton

Aorle Type:

2-axle

Permitted Frefght Weight
Up to 2 ton
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km of land, similar to the US (0.65) and
more than China (0.16).

Little wonder then that the road net-
work has long surpassed rail connectivity.
This has worked in the favour of the road
transport business, and it has pulled the
rug out from under the Indian Railways.
The latter used to handle 86% of the total
cargo volume in 1950-51; today its share is
down to 30-32%.

“MATSs offer extra payload with better
operational economics. An extra axle in-
creases the loading capacity by around 5-7
T load and also the fuel efficiency per
ton/km enhances. The revenue increase
due to higher payload more than offsets
the increase in costs,” says Vinod Aggarw-
al, chief executive officer, Volvo Eicher
Commercial Vehicles (VECV).

Furthermore, with freight demand
shooting up, the Railways no longer
made a viable proposition given its

might work out cheaper to
send something from
Mumbai to London than
between Mumbai and |
Delhi. The need of the
hour was larger trucks,
and the stage was set for
the entry of MATs.
Though these vehicles
firstappeared on Indian roads &
around 19992000, its pick-up
was slow in the initial days because of
ashortage in supply. The long industrial re-
cession during the turn of the millennium
as well as the more recent global financial
meltdown did not help since HCVs are
more susceptible to such blips than light
commercial vehicles (LCVs). But things

have been looking up in the past two-three

years and there has been a huge shift from
two-axle trucks to three-plus versions. The
total share of three-axle HCVs has gone up

from 7% in 2000-01 to 68.5% in 2010-11. In
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the same time span, the share of
two-axle HCVs has dropped from
93% to 31.5%.

For the record, while all MATs by
default are HCVs, the reverse need
not be true. That’s because 16-ton to
25-ton trucks fall in the HCV catego-
ry but boast two-axles. It's only the
26.2-ton and heavier HCVs that are
actually MATS.

There is also a not-entirely-legal
catalyst driving up MAT sales. In
1999, several states in the country
started issuing gold cards or to-
kens for a fixed monthly fee to per-
mit free movement of trucks, ig-
noring the amount of tonnage the
truck carried. While this move
prompted truck owners to flout the
anti-overloading provision of the Central

Motor Vehicles Act (1988), it also en-
couraged them to use larger
trucks for more profitability
since the highway expens-
es for a two-axle and a

multi-axle truck are al-
most at par (see Then
and Now, next page).

Then, in 2005, came

the Supreme Court

ruling banning this
practice, which trans-
lated into additional
ds d for =
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The market share of M)\Ts versus two-axle
HCVs has reversed in the past decade g

“Customers’ desire for better reliability,
payload and speed has influenced the
product mix of the truck manufacturers.
Sub segmentation is happening within
MATs. A huge shift is seen from a 10-tyre,
25-ton to a 12-tyre, 31-ton vehicle. Increas-
ing loads and better operating economics
have contributed to this change,” says
VECV’s Aggarwal.

Promise of MATs

So what makes MATs so popular among
commercial freight transporters? The an-
swer lies in their better operating margins.-
Although the capital and operating cost for

cial vehicles, mostly in
HCVs and MATS, since overloading was no
~ longer an option.

The introduction of the new composite
fee regime of 15,000 per annum per
truck in 2010, which authorises opera-
tions throughout the country, also gave a
fillip to truck sales, and this too has been
along the lines of fleet replacement and

pgradation. The production of MATs
shot up from 5,694 in 2009 to 10,632 vehi-
cles in just one year.

a25.2-ton MAT is 20% more than that of a
16.2-ton two-axle truck, its load capacity is
80% higher. Fuel is obviously a huge ex-

pense —alarge-sized truck can drink up the

diesel of 15 Innovas put together — but the
redeeming feature of MATs is that they earn
higher average payload — double the load at
almost the same fuel consumption.

Arecent Assocham report mentions that
savings of ¥800 crore can be accrued by
merely shifting the movement of goods
through MATSs and trailer trucks instead of
the two-axle trucks that currently constitute
30% of the vehicles on highways.

Larger trucks also mean fewer runs.

The spurt in sales and production
figures, at first glance, suggest that
MATs have lost the race. But read
between the lines - sales for
MATs have jumped 55% where all
other categories have been unable
to breach the 27% mark




“MATs are not business specific.

They can carry everything —
_market load, food grains, steel,

cement, industrial products etc”

* Vinod Aggarwal
CEO, Volvo Eicher Commercial Vehicles

INTERMEDIATE MEDIUM COMMERCIAL
COMMERCIAL VEHICLES (MCV)*
VEHICLE (ICV) Gross Vehicle Welght:

Maximum mass 25 ton
(equivalent to 10 Mahindra
Boleros)

' Awle Type: 2-axle =SS
Permitted Freight Weight: 6-16 tons

Gross Vebicks Welght:

7.6 tonto 12 ton
(roughly 12 Maruti Zens
together)

Axie Type:

2-axle

Permitbed Frejght Welght:
1-5 tons

“Note: 16-25-ton models are sometimes classified
as heavy commercial vehicles (HCV) 2

Larger trucks also mean fewer runs,
which in turn spells lower costs. Not only
is fuel consumption lower, but on road ex-
penses, both legal and illegal, also come
down. Data from the Indian Foundation of
Transport Research and Training (IFTRT)
show that savings on the operating costs
have increased by 30-40% in the past five
years for the truck business as a whole.
However, the fuel-efficient MATs have

~made the most of India’s focus on infra-

7.5 ton to 16 ton
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MULTI-AXLE
TRUCKS (MAT)

Gross Yehiche
Welghts

26.2 ton to 49
ton

(the weight of
five to

eight elephants)
Al Type: 3 OF
more axle
Permitied Frejght
Welght:

16-42 ton

(at least four
dinosaurs when
fully-loaded)

25+ ton_ (MATs)

PRODUCTION" - SALES*
e 10,632

;6.

*Figures are the total for all
manufacturers in the country
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