We are Transiting from a Domestic

to a Global Player, says Tafe CEO

Mallika Srinivasan,

CEQof Tractor and

Farm Equipment
(Tafe), partof the conservative Amalga-
mations Group, 15 looking aggressively at
the future. She reckons the tide isin fa-
vour of Tafe, with global acceptance of
Indian tractors and a structural change
propping up the domestic market. Tafeis
now working on a world tractor platform
with partner AGCO. The 51-year-old tells
ET's Sriram Srinlvasan & V Balasubra-
manian that a structure will be putin
place totap the potential of many of the
Eroup companies as also bringing in Gen-
MNext Edited excerpts:

Canwe have a broad picture of where
Tafe stands now?

Inthe last 4-5 years, the industry has
been growing. And we have been grow-
ing. We have seen schemes such as NRE-
CA being introduced. We have seen food
prices change dramatically, The product
mix and the trends we sée in mecha-
nisation have undergone a fair amount
of change.

We are also seeing a growing acceptance
of Indian tractors in international mar-
kets, Our own performance has been an
extraordinary piece of our growth. We
are today in 67 countries and adding
more. The expart strategy has clicked for
us. We have been able to derisk our
growth inmore ways thanone. As are-
sult, we are not that open to the vagaries
of an individual market though india
continues to be our dominant market
In2010-11, Tafe and its subsidiaries
were around Rs 5,800 crore. This year,
we hope to do around Rs 7,500 crore. All
thework that we did in the last few years
is beginning to pay off. Qur first goal post
wasthat we needed todoa 100,000 trac-
tors. Wedid a 117,000 tractors last year
We said we want to be a $2-billion com-
pany by next year, | think we will get
there. We are looking much more aggres-
sivelyinto the future. We are in exciting
times because we are transiting, with the
export success that we have had, from
being astrong domestic player witha
fair amount of exports into being anin-
ternational player. That's where we
stand and it's very exciting for us

What are the changes in the market-
place?
Domestic growth looks good to continue
into the second half of this year, There
are alot of structural changes that are
_contributing tothis. Yes, weare talking
about farminflation onone side, But, on
the ather hand, the purchasing power of
the farmer today 15 better. That's one
thing. The other thing is that cropsin
many parts of India have been very
good. Prices have been good
Labour costs have gone up in every area
but one can't attribute it completely to
NREGA. Inthe farm sector, 1o some ex-
tent, when labour costs goup, combined
with better retained earnings by farm-
ers. thereis adrive toward mecha-
nisation in order toincrease produc-
tivity. That's afairly important structural
change because that's going to change
both the requirements for farm eguip-
ment and other accessories, Often we
have been asked how mechanisation can
happen inabig way ina country of small
farmsizes The challenge in the years
ahead is to offer some relevant tech-
naology. We are not seeing a great consol-
idation happening in land holdings. Also,
farm credit has also grown in the last few
years. 50,1t has supported these changes
inthe market place. We are optimistic
about the domestic market

What about the market for other im-
plements and accessorles. Istherea
way to quantify the growth in this
sub-segment?

Iwouldn't be able to guantify the growth
inthe sub-segment because while there
areorganised playersthereare alsoa
fair number of unorganised playersin
the implements space. But what we are
picking up strongly are the trends. Hith-
erto, it's been about primary cultivation,
little bit of secondary cultivation. We are
now slowly seeing trends in favour of
harvesting and post-harvesting areas
(not yet instarage, though). That's afair-
Iy Big shift

Inthe future, we need Lo look at envi-
ronmental issues that are affecting our
50il. We need to come out with equip-
ment that will also protect the soil

As the land holdings are small, are we
seeing joint ownership options avall-
able for farmers?

There is some informal consolidation of
land that has perhaps happened. Noone
wantstogiveuplandin india. But there’s
aunigue model in our country for own-
ers of small farms, where the equipment
-= @ high-ticket item -= 1s managed
throughcontract hiring. Invery special-
ised equipment like combine harvesters,
anentrepreneur buys the combine and
then rents it out

Sa are you seeing these people be-
coming a predominant customer
market?
They will be, for certain equipment. Cer-
tainthings the farmer will buy directly,
like tractors. And tractors are being used
by some contractors. But we do see defi-
nitely that in specialised equipment like

o

i

I

| B |

b
T

combines, contractors playing arole.
That's how the market is responding to
tackle small holdings. The haldings
themselves may not be getting consali-
dated. But the services being offered to
these holdings are getting consolidated

What are the R&D activities being
conducted here in order to meet the
emerging challenges?

One of the critical factors as to why we
have been able to grow faster thanthe
industry is the emphasis on RED. Today,
we are the third-largest tractor manu-
facturer inthe world, interms of num-
berof tractors sold. And we areina 5eg-
ment that's predominantly 100
horse-power and below. This has been
possible because our products cater
specifically tosmaller farmersin terms
of acreage and also to the international
market to the hobby segment.

We are anunlisted company and we
daon’t take a short-term view. 50 we con-
tinued ta invest in both product tech-
nology and process technology. We
have been doing this for iwo decades
now. We alsoinvest fairly heavily inthe
marketplace and the brand

Arethere any products that you are
currently working on?

We have a partnership with AGCO, which
is oneof the longest partnershipsin the
industry. We are working with them
jointly onaworld tractor. 50 some of
these products will be launched a year-
and-a-half down the road. These will be
launched both in India and overseas. It's
an AGCO product that would be market-
ed around the world and we are part-
nering them and supporting them in a
joint product development programme

Have youtoyed with the idea of list-
ing?

| talked about ambitious growth. Certain-

Iy, we have very ambitious growth tar-
gets But we are a company today that
has no debt. have a fair degree of cash
reserves and headroom. We would look
at both organic and inorganic opportuni-
ties for growth. 50 at the moment the an-
swer isno. At this moment. we have no
debt. Equity is the most expensive of our
financing. We have cash. We will be able
to grow impressively the way we are.

What is your sense of how businesses

there's achange happening and we are
all feeling that

Do they have a say in the matters of
what they should try?

This generation is very different. And
you must encourage a kind of adebate or
adiscussion. Because very freshideas
come and enthusiasm is high. We can
bring experience and some wisdom to
the table. When | started | was told to put
my feetonthe ground. | can say the
same, But you can't curbthe enthusiasm.,

One of the critical factors as to
why we have been able to
grow Taster than the industry
Is the emphasis on RED. To-
day, we are the third-largest
tractor manufacturer in the
worid, in terms of number of
tractors sold. And we areina
segment that's predom-
Inantly 100 horse-power and
below

¥ou must give working environment and
adiscussion environment that's going to
encourage the whole thing

Within the family itseif, how do you
see this transition being managed?
It's putside my purview to comment on
the group. So1would liketarestrictiton
Iy to Tafe, But | can say this much. That |
enjoy.and | have enjoyed the trust of the
family. We have in thiscompany only
twoshareholders - family and AGCO. |
continue to enjoy the trust and support
from them. Essentially, we only play the
raole of atrustee for gur shareholders.

The Amalgamations group [s a huge
thicket of companies. Is there any
idea that you need to consolidate?
There are many businesses in our group
that have great potential. And our chal-
lenge going forward will be about how fo
unleash this potential, How dowe struc-
ture purselves and | have other cousins
as well - each of them handling other
businesses. And | think we can put to-
gether astructure and a framework that
will have the participation of all and un-
leash the growth potential. That's our
challenge. We are a very united small
family. That's the strength we have We
would like to keep that unity and
strength and leverage the competencies

inorder tounleash the potential

We have a very strong financial fowda-
tign, to alarge extent because we e
my father heading the group for3ub:
stantial period of time. We have apod
set of core values that cuts acrossel our
businesses and the family. That'swiat’s
holds us all together. That's the legay,
we have inherited, That's what we
should maintain and strengthen witbss.
multaneously putting a structure

Is there a plan that's taking shape
now?

It will. It has to, going forward in the
generation

Do you see a desire on the part of the
younger generation to don oper-
ational roles or board roles?

In atypical family business, you have
different set of competencies. The chai
lenge inany family Dusiess is to posi-
tion people correctly, in terms of theyr
skills. And that's where sometimes
things g0 wrong. | see sorme playinga
more hands-on role and others playings
more strategic role

How are you formalising it in your
famity?

We will be able to put together a frame:-
work for how to participate, whatdoto,
who will drive whatinternally itself |
think we should be able to do it as we go
intothe next generation. | can't comment
on anything further.

InTamil Naduy, there are businesses
like yours bullt over many decades.
But the levels of ambition, at anall-
India level, have been limited. Do you
see that changing now?

Itis changing in all the major groups.
With the generational change, it will
change even faster. My personal philos-
ophy isthat if youdon't grow in today’s
environment, then it's only downhill.
You have to grow. And as market be-
comes maore and more competitive, | be-
liewve scale is very critical

Isthere something on the horlzon to
bulid scale quickly? The inorganic
route?

Weare looking. We have done it in the
pastalso, and we have developed a
good ability to integrate the businesses
together

from the south are performing? |
I sense anincrease indynamism.We |
have a lot of things going for us,
whether it's financial conservatism
orastrong orientation toward qual-
ity and focus on delivery. NOw. peo-
ple are becoming more ambitious in
wanting to grow faster.| hope some
of us can deliver on that. We are
thinking bigger, getting more ambi-
tious, want to grow faster and look-
ing at what we need to change to do
allthat.

If a few groups lead the way, there
will be aripple effect. There are alot
of small and medium enterprises
that are doing very well and want to
move faster

We also have a lot of the next gener-
ation coming in, especially in Tamil
Madu. That's also driving change. Ev-
ery family business seems tohave a
generational change

Both your daughter and son opted
for the TVS group...

We would like them ta first put thesr
anchaor in some place. And then they
canspread their wings. You have to
start somewhere togetagripof
things. We don't want to deny any-
body the opportunity, whichever
side of the family. But they have lo
get started no. They are young. And
we would like them to work together
also, for a bit, before they spread.
One place, work together, learn and
then spread your wings. That's the
model. And we have been perhaps
faster in giving themthe opportunity
that what would be very traditional -
Iy south. Generally, the next gener-
ation is very happy to work in India.
They think it's very exciting to be
here. They are not going to go slowly

They are very competitive, 50,
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