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Electric Vehicles: Does Suzuki win 
and Maruti lose? 
Suzuki Motor Corporation is housing the new Electric Vehicle project in its 100% 
Gujarat subsidiary. Will this leave Maruti languishing with a product portfolio 
that may have a limited future? And will this pave the way for others to launch 
newer products directly in 100%-owned subsidiaries?  
 

 

Although still - and by far the dominant player in the auto sector, Maruti Suzuki India 
Limited (Maruti) has been losing market share. This is now a shade lower than 50%. The 
company is filling the portfolio gaps with a range of launches, in the hope that these will 
get its market share over the 50% threshold. Maruti has, quite recently, stressed that its 
hybrid vehicles provide a more scalable option to electric vehicles (EV) – given the 
challenges with infrastructure and batteries, EVs are still a while away for the Indian 
market. While the jury is still out on the long-term success of EVs in India, there is no 
denying the demand for EVs – or which way regulations are currently pushing.  

Last week, Suzuki Motor Company Limited (SMC) announced a Rs. 104.45 bn investment 
in Gujarat, primarily to build electric vehicles and batteries. 2025 is the planned year for 

https://marutistoragenew.blob.core.windows.net/msilintiwebpdf/Transcript_earnings_call-Maruti_Suzuki_Q3_FY22.pdf
https://marutistoragenew.blob.core.windows.net/msilintiwebpdf/Transcript_earnings_call-Maruti_Suzuki_Q3_FY22.pdf
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the project. This project will be housed in SMC’s 100% subsidiary, Suzuki Motor Gujarat 
Private Limited (SMG). 

Exhibit 1: Outline of the MOUs signed between SMC and the State of Gujarat 
Sr. 
No 

Signatories of the 
MOU 

Description Investment 
Rs. Bn 

Planned 
year 

1 Suzuki Motor Gujarat 
Private Limited (SMG) 

Increasing production capacity 
for BEV manufacturing 

31.00 2025 

2 Suzuki Motor Gujarat 
Private Limited (SMG) 

Construction of plant for BEV 
batteries (land neighboring to 
SMG) 

73.00 2026 

3 Maruti Suzuki Toyotsu 
India Private Limited 

Construction of vehicle 
recycling plant  

0.45 2025 

  
Total 104.45 

 

Source: Stock exchange filings by Maruti Suzuki India Limited 

Will Maruti’s shareholders benefit from SMC’s decision to enter the EV space in India? 
This is a question that Maruti’s shareholders must ask SMC. 

In 2014, when Maruti abruptly announced that SMC would set up a 100% subsidiary on 
the land in Gujarat that was allocated to Maruti, it took shareholders by surprise. There 
was a significant amount of push-back from Maruti’s investors. IiAS, too, had rallied 
against this decision, which would effectively make Maruti a distributor of SMG’s 
products.  

After several rounds of consultation with investors and other stakeholders, the contours 
of the earlier deal were changed. The term sheet that was finally signed between SMC 
and Maruti assuaged several of the investors’ concerns.  

This issue plays up once again. SMG will invest in setting up the EV plant. SMC will argue 
that this saves Maruti’s shareholders the capital, but Maruti had Rs. 30 bn in liquid cash 
and little debt on its balance sheet on 30 September 2021 – investing Rs. 104.45 bn over 
the project years is unlikely to stress Maruti’s financial profile. 

The larger issue continues to be this inherent conflict of interest – between owning a 
100% subsidiary and having a listed company in the same market. These structures make 
it easier for MNCs to hollow out the listed subsidiary and reduce its value.  

Maruti’s shareholders must constructively engage with SMC to understand how this 
structure will work. Asking the right questions now will hopefully allow their concerns to 
be built into the project design.  

For Maruti, its future may be at stake. It must define its role in the EV venture. A 
consultation with its stakeholders – as at the time of setting up the Gujarat plant, will 
enable Maruti to create a mutually beneficial deal structure and remain relevant.  

https://www.bseindia.com/xml-data/corpfiling/AttachLive/32cf1952-4ced-4e65-aaa8-6dc679784034.pdf
https://www.youtube.com/watch?v=OcSsGCNIPJw
https://www.youtube.com/watch?v=OcSsGCNIPJw
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Disclaimer 
This document has been prepared by Institutional Investor Advisory Services India Limited (IiAS). The 
information contained herein is solely derived from publicly available data, but we do not represent that it 
is accurate or complete and it should not be relied on as such. IiAS shall not be in any way responsible for 
any loss or damage that may arise to any person from any inadvertent error in the information contained 
in this report. This document is provided for assistance only and is not intended to be and must not be taken 
as the basis for any voting or investment decision and/or construed as legal opinion/advice. The user 
assumes the entire risk of any use made of this information. Each recipient of this document should make 
such investigation as it deems necessary to arrive at an independent evaluation of information referred to 
in this document (including the merits and risks involved) and exercise due diligence while using this report. 
The discussions or views expressed may not be suitable for all investors. The information given in this 
document is as of the date of this report and there can be no assurance that future results or events will be 
consistent with this information. This information is subject to change without any prior notice. IiAS reserves 
the right to make modifications and alterations to this document as may be required from time to time; 
however, IiAS is under no obligation to update or keep the information current. Nevertheless, IiAS would be 
happy to provide any information in response to specific queries. No copyright infringement is intended in 
the preparation of this document. Neither IiAS nor any of its affiliates, group companies, directors, 
employees, agents or representatives shall be liable for any damages whether direct, indirect, special or 
consequential including lost revenue or lost profits that may arise from or in connection with the use of this 
information. This report may cover listed companies (the ‘subject companies’); IiAS may hold a nominal 
number of shares in some of the subject companies to the extent disclosed on its website and/or these 
companies might have subscribed to IiAS’ services or might be shareholders of IiAS. IiAS and its research 
analyst(s) do not have any financial interest in any of the subject companies except to the extent disclosed 
on its website. 
 
Confidentiality 
This information is strictly confidential and is being furnished to you solely for your information. This 
information should not be reproduced or redistributed or passed on directly or indirectly in any form to any 
other person or published, copied, in whole or in part, for any purpose without the written permission of 
IiAS. This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen 
or resident of or located in any locality, state, country or other jurisdiction, where such distribution, 
publication, availability or use would be contrary to law, regulation or which would subject IiAS to any 
registration or licensing requirements within such jurisdiction. The distribution of this document in certain 
jurisdictions may be restricted by law, and persons in whose possession this document comes, should 
inform themselves about and observe, any such restrictions. The information provided in these reports 
remains, unless otherwise stated, the copyright of IiAS. All layout, design, original artwork, concepts and 
other Intellectual Properties, remains the property and copyright of IiAS and may not be used in any form 
or for any purpose whatsoever by any party without the express written permission of the copyright holders. 
 
Other Disclosures 
IiAS is a SEBI registered entity (proxy advisor registration number: INH000000024) dedicated to providing 
participants in the Indian market with independent opinions, research and data on corporate governance 
issues as well as voting recommendations on shareholder resolutions of about 800 listed Indian companies 
(https://www.iiasadvisory.com/iias-coverage-list). Our products and services include voting advisory 
reports, standardized services under the Indian Corporate Governance Scorecard, and databases 
(www.iiasadrian.com and www.iiascompayre.com). There are no significant or material orders passed 
against the company by any of the Regulators or Courts/Tribunals.  
 
This article is a commentary on general trends and developments in the securities market. 
 
  

https://www.iiasadvisory.com/iias-coverage-list
http://www.iiasadrian.com/
http://www.iiascompayre.com/
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About IiAS 
Institutional Investor Advisory Services India Limited (IiAS) is an advisory firm, dedicated 
to providing participants in the Indian market with independent opinions, research and 
data on corporate governance issues as well as voting recommendations on shareholder 
resolutions for about 900 companies that account for over 95% of market capitalization.  
 

IiAS provides bespoke research, valuation advisory services and assists institutions in 
their engagement with company managements and their boards.  

 
IiAS has equity participation by Aditya Birla Sunlife AMC Limited, Axis Bank Limited, Fitch 
Group Inc., HDFC Investments Limited, ICICI Prudential Life Insurance Company 
Limited, Kotak Mahindra Bank Limited, RBL Bank Limited, Tata Investment Corporation 
Limited, UTI Asset Management Company Limited and Yes Bank Limited. 
 
IiAS is a SEBI registered entity (proxy advisor registration number: INH000000024). 
 

 

 

  


