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ABSTRACT

Inthiseraofintensecompetition,bothworld-wideanddomestic,businessfirmsofallsizesand
varieties are concernedwith themarket-share figures theyachieve in themarketplace topredict
thevolumeofproductionanddemandforecastsofspareparts.Buyers’purchasefrequencyvaries
withtimewhenmachinescompletetheirwarrantyperiodandsubsequentlybuyersswitchtowards
spurioussparepartsforvariousreasonsincludingcheaperprices.Thereisaprominentshareofun-
organizedsector(spuriousmarkets)inmeetingthedemandofsparepartsespeciallyinearthmoving
equipment.Theyimitatetheoriginalpartsandsellsimilarpartsoflocalvendorsandsupplythesame
atmuchcheaperprices.ToestimatetheimpactofspurioussparepartsmarketofABCEarthMoving
EquipmentsPvt.Ltd,primarysurveyofoneofthewholesalemarketofearthmovingequipmentin
Delhi,Indiasellingspurioussparepartswasconducted.Itwasfoundthatthereissignificantimpact
intermsoflossestothecompanyduetosellingofspurioussparepartsbythismarket.
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INTRodUCTIoN

Thespuriousmarkers sellingduplicatepartsof autoandearthmovingequipmentare themajor
concernsofcompaniessincethesemarketsareeatingsignificantshareofsparepartsbusiness.There
isanurgentrequirementtosuggestmeasureswhichcanbetakenbycompaniestominimizeshareof
thesespuriousmarketssothatcustomerscangetqualitypartsarelowerprices.Aresearchstudywas
undertakenbytheresearchersofthecompanydealingwithearthmovingequipmentespeciallyof
backhoeloadersforwhichsparepartsarebeingsoldinthespuriousmarkettofindtheimpactonmarket
shareandhowcompanycantakecountermeasurestocurbthismenace.ThePeriyarManagement
andComputerCollegetookthisresearchstudyforthecompanydealinginearthmovingequipment.

Accordingtofiveyearplans(2012-17),PlanningCommission(nowNITIAayog)hadanestimated
investmentofmorethan$1trilliontowardsinfrastructurewhichwillignitethedemandforconstruction
equipmentindustrywhichhasestablisheditselfbyvariousjointventureswithinternationalcompanies
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orhassetupasindividualentity.Overdecades,Indianconsumershavegivenmoreimportanceto
valuedrivenproducts,qualityservicesandhavebeenconstantlydriventowardsthesame.Inorderto
meetthisdemandconstructionequipmentisintoacontinuousphaseoftechnologicaldevelopmentso
thatcompanyaswellastheirclientcanachieveeconomiesofscaleandenhancetheirmarketshare.

The sector consists of five major segments comprising of earthmoving equipment, road
constructionequipment,concreteequipment,materialhandlingequipment,andmaterialprocessing
equipment.India’sconstructionequipmentmarketiscomprisedof70percentearthmovingequipment
androadconstructionequipment.Backhoeloadersconsistof65percentoftheearthmovingequipment
and road construction segment. The market share of concrete equipment and material handling
equipmentis14%and10%respectively(IPSOSBusinessConsulting,2013.)

Theconstruction industryhas an increase inCAGRof9.2%, expectingagrowthof$288.8
billionby2022(IBEF,2016).Theconstructionequipmentareusedfordrilling,haulingandgrading
etc.Thesluggisheconomicconditionsresultedinslowgrowthofconstructionindustryforthepast
fewyears.Therewillbeaturnaroundinsluggishnatureofdemandasandwhentherealestatewill
boomsince there isapositive relationshipbetweendemandforconstructionequipmentandreal
estatedevelopments.

TheIndianGovernmenthas taken initiatives for investing inconstruction industry,which is
expectedtostabilizetheeconomy.ThemajorplayersinearthmovingequipmentincludeVolvoIndia
PrivateLtd.,CaterpillarIndiaPvt.Ltd.,KomatsuIndiaPvt.Ltd.,HitachiConstructionMachinery
Co.Ltd.,J.C.BamfordExcavatorsLimited,AtlasCopcoIndiaLtd.Thesecompaniesoptforgrowth
strategiestocapturemarketshareandhaveadominantpositioninthemarket.

InIndia,volatilemacroeconomicenvironmenthaswidenedthedemandandsupplygapresulting
inerosionofprofit.Thishasledtheconsumerstomovefromformaltoinformalsectortomeettheir
demandstherebyincreasingshareofspuriousmarkets.

Inspiteofvariousopportunities,thissectorfacescertainlimitationsinclusiveoflimitedcredit
providedforinfrastructuraldevelopment,governmentregulationsandenvironmentalconcernswhich
contributesindelaysinprojectapproval,limiteddemandfromOriginalEquipmentManufacturers
(OEMs),existenceofspuriousmarkets,riseofcrudeoilandsteelpricesreducesdemand,existence
ofunskilledlaborandexistenceofspuriousmarketsespeciallyinspareparts.

LITERATURE REVIEw

India’sgrowthstoryofconstructionequipmentindustryhasseenapositivedirectionsincedecades.
Indiaat timeofindependencewasanimportdependenteconomy,unlikelyin1964whenBharat
EarthmoversLtd.;apublic-sectorentitytooktheinitialsteptowardsbeingself-reliantinconstruction
equipment and this move was followed by series of international joint ventures. The growth of
constructionequipmentindustry,constructionindustryandinfrastructuraldevelopmentgoeshandin
handwhichoverdecadeshavebeenshowingsignsofgrowthwithminordownwardtrends.Researchers
andconsultantsallovertheworldhavebeenstudyingonthehowinfrastructuraldevelopmentin
aneconomy,macroeconomiccondition,existenceofparallelmarketsandcompetitionimpactsthe
profitabilityandmarketshareofthecompaniesthatformoneofthelargestemployingindustry.

Asperindustryrequirement,infrastructureisoneofthekeydriversofeconomicdevelopment.
According to (Amrit Pandurangi & Vishwas Udgirkar, 2014) Investment in infrastructure has
increasedfrom5%ofGDPin10thfive-yearplanto9%in11thfiveyearplan.Planningcommission
hasproposedtoinvestabudgeted$1trillioninongoing12thfive-yearplan.Thereportfurther
suggestedthatatleast45%investmentininfrastructureistowardsconstructionand20%ofthe
infrastructure spending is towardsmodernizationof construction Industry.Construction sector
inIndiawhichisthesecondlargestemployerafteragricultureemploys35millionpeopleinthe
countryandgenerates at least50%demand from infrastructure sector and rest from industrial
activities,residentialandcommercialdevelopments.
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