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TATA Motors Limited:

Early History & Business Model:

Originally founded as Tata Engineering and Locomotive Co. in 1945 Tata Motors Limited is a division of the Tata Group. Limited. to produce engineering goods including locomotives under the name TELCO. In 1954 it joined forces with Daimler-Benz to launch its first truck into the commercial vehicle market. With the 1991 introduction of the Tata Sierra the company entered the passenger car market and broadened its range of products to include automobiles.

Business Model:

With a diverse business strategy Tata Motors produces and markets a wide selection of automobiles including passenger cars electric vehicles (EVs) commercial trucks and buses. The integrated strategy used by the company consists of:

Manufacturing: Large-Scale Manufacturing Plants in India and International Locations.
Research & Development: Significant investment in R&D to innovate and improve vehicle safety, fuel efficiency, and environmental impact.
Global Presence: Operations and market reach extending to over 125 countries.

Market Place & Major Competitors:

Market Place: 
One of the biggest automakers in India Tata Motors is well-known for its commercial vehicle business and is beginning to make waves in the passenger vehicle space as well. The company's offerings cover a wide range of consumer needs from luxury automobiles to priced small cars thanks to its acquisition of Jaguar Land Rover (JLR).
Major Competitors:
Mahindra & Mahindra: A significant competitor in the SUV and commercial vehicle markets. Maruti Suzuki: Leads the Indian passenger car market. One more significant participant in the commercial vehicle market is Ashok Leyland. International Rivals: The passenger vehicle market is particularly competitive with firms such as Ford Hyundai and Toyota. 

Major Recent Events (2018-2023):

1) Leadership Changes: Guenter Butschek was Tata Motors CEO and Managing Director from 2017 to 2018 during which time he transformed the company's operations and organizational structure. 2021: Marc Lasorella received the position of CEO, but he chose not to accept it. Girish Wagh Executive Director of Tata Motors then oversaw the commercial vehicle business unit placing a strong emphasis on responsiveness to the market and operational efficiency (NHS Health Careers).

2) Profit Warning and Financial Performance: 2019 saw significant losses for Tata Motors because of weak demand in both the domestic and international markets which had an impact on JLRs performance in China in particular. 2020–2021: The global COVID-19 pandemic had a significant negative influence on car sales. Tata Motors proved tenacity nevertheless by stepping up its digital sales channels and concentrating on cost reduction.

3) Strategic Changes and Focus on EV’s: 2018–2021: Tata Motors increased its emphasis on electric cars in line with the worlds shift toward environmentally friendly transportation. There have been notable changes in strategy with the introduction of the Tata Nexon EV and the plans to grow the EV line. 2020 saw the announcement by Tata Motors of a restructuring plan to split its passenger car division into a distinct subsidiary to attract investments and form strategic alliances.

4) Mergers and Acquisitions (M&A): Jaguar Land Rover: Since being bought by Tata Motors in 2008 JLR has played a crucial role in the company's global strategy. The introduction of new models and electric vehicles has been a critical part of efforts to improve JLRs performance. In 2020 Tata Motors investigated strategic partnerships to expand its market reach and technological capabilities for its passenger vehicle division.

5) Legal Issues: Compliance with Emission Standards: Like many other international automakers Tata Motors has had difficulty adhering to strict emission regulations. There have been significant efforts made to meet Euro 6 standards in Europe and BS6 norms in India. Intellectual Property: By taking legal action against instances of patent and design infringement Tata Motors has proved a proactive approach to safeguarding its intellectual property.

6) Market Expansion and New Product Lunches: Domestic Market: To improve its market position in India Tata Motors unveiled several new models including the Altroz and upgraded versions of well-known models. Global Market: Persistent growth in global markets with emphasis on Africa, the Middle East, and Southeast Asia. 

Over the past five years Tata Motors has had to negotiate a challenging environment that has been characterized by shifts in leadership financial volatility and strategic realignments toward electric mobility. Notwithstanding obstacles like the COVID-19 pandemic and the global economic slowdown, the business has proven resilient through innovation and market adaptation. Tata Motors commitment to sustainable growth and preserving its competitive edge in the automotive industry is proved by its focus on electric vehicles restructuring initiatives and strategic partnerships.

A Critical Review of TATA Motors Limited’s Financial Performance:
As a prominent player in the global automotive industry Tata Motors Limited is a major automotive manufacturer in India and a member of the Tata Group. Along with passenger cars, trucks, vans, coaches' buses, sports cars construction equipment and military vehicles the company offers a wide range of products. Tata Motors has seen a lot of opportunities and difficulties over the last five years which have influenced its bottom line. Using important financial ratio calculations analysis comparison with competitors and improvement suggestions this critical review will evaluate Tata Motors financial performance.

Profitability Ratio:
Profitability ratios measure a company's ability to generate earnings relative to its revenue, operating costs, and shareholders' equity over a specific period. The key profitability ratios include Gross Profit Margin, Operating Profit Margin, and Net Profit Margin.
Key ratios of Profitability
1) Gross Profit Margin= (Gross Profit / Revenue) *100
2) Operating Profit Margin= (Operating Profit / Revenue) * 100
3) Net Profit Margin= (Net Profit / Revenue) *100

Gross Profit Margin: 

	Years
	Gross Profit Margin

	2018
	13.4%

	2019
	14.5%

	2020
	15.2%

	2021
	12.3%

	2022
	14.0%

	2022 (Mahindra)
	20.27%



Operating Profit Margin:

	Years
	Operating Profit Margin

	2018
	8.2%

	2019
	9.1%

	2020
	8.5%

	2021
	7.2%

	2022
	8.0%

	2022 (Mahindra)
	12.20%



Net Profit Margin:

	Years
	Net Profit Margin

	2018
	-1.9%

	2019
	2.1%

	2020
	-1.2%

	2021
	-4.4%

	2022
	0.5%

	2022 (Mahindra)
	6.72%



The profitability ratios reveal that Tata Motors has experienced fluctuating margins over the past five years. The Gross Profit Margin shows some resilience, reflecting the company’s ability to manage production costs relative to sales. However, the Operating and Net Profit Margins have shown volatility, with the company posting negative Net Profit Margins in some years due to high operating expenses and interest costs. This indicates challenges in maintaining profitability, likely influenced by competitive pressures, global economic conditions, and internal operational inefficiencies.
M&M's Current Ratio of 1.60 indicates a strong liquidity position, meaning the company has enough current assets to cover its short-term liabilities. The Quick Ratio of 1.00 is at the ideal benchmark, showing that even without inventory, M&M can meet its short-term obligations. This strong liquidity position suggests that the company is well-prepared to handle financial emergencies or sudden increases in liabilities.

Liquidity Ratios:
Liquidity ratios assess a company's ability to meet its short-term obligations with its most liquid assets. The key liquidity ratios include the Current Ratio and the Quick Ratio.
Key Ratios: 
1) Current Ratio= Current Assets / Current Liabilities
2) Quick Ratio= (Current Assets – Inventory) / Current Liabilities 

Current Ratio:

	Years
	Current Ratio

	2018
	0.95

	2019
	0.91

	2020
	0.87

	2021
	0.85

	2022
	0.92

	2022 (Mahindra)
	1.60



Quick Ratio:

	Years
	Quick Ratio

	2018
	0.62

	2019
	0.60

	2020
	0.57

	2021
	0.55

	2022
	0.60

	2022 (Mahindra)
	1.00



Based on the liquidity ratios Tata Motors liquidity position over the last five years has been below the ideal benchmark of 1 point0 for both the current and quick ratios. This raises the possibility of risks particularly in times of low sales or economic downturns when it may be difficult to pay short-term liabilities. The Quick Ratio may be negatively impacted by the company's inventory levels which appear to make up a sizeable amount of current assets and may not be easily converted into cash.
M&M's Current Ratio of 1.60 indicates a strong liquidity position, meaning the company has enough current assets to cover its short-term liabilities. The Quick Ratio of 1.00 is at the ideal benchmark, showing that even without inventory, M&M can meet its short-term obligations. This strong liquidity position suggests that the company is well-prepared to handle financial emergencies or sudden increases in liabilities.





In Comparison, 
[bookmark: _Int_MsBP54R0]Mahindra & Mahindra (MM) was Established in 1945 as Mahindra & Mohammed Mahindra & Mahindra became Mahindra and Mahindra Limited (M&M) after. The business first put together Jeep kits from Willys USA that were CKD (completely knocked down). Financial services automotive agricultural and aerospace are just a few of the industries that M&M has expanded into over the years.
Company Structure: MandM uses a diversified conglomerate business model putting a lot of emphasis on: Automotive manufacturing includes producing and distributing electric vehicles (EVs), commercial vehicles and utility vehicles (UVs). 
Agriculture: Manufacturing farm equipment and tractors. Increasing presence in various industries including real estate, hospitality, IT banking and aerospace.
[bookmark: _Int_aDtErkKB]In the Indian automobile industry MandM holds a leading position especially in the utility vehicle and tractor markets. It has become a market leader in rural and semi-urban areas thanks to its reputation for producing sturdy and dependable automobiles. Additionally, the business is well-represented abroad in areas like Europe South Africa and the United States. 

Alterations in leadership: 
Tata Motors: Underwent several notable leadership changes concentrating on modernizing operations and the EV market. 
M&M: Saw changes in leadership with an emphasis on bolstering core business and growing the EV portfolio.

Profit Alerts and Financial Results:
Tata Motors: The COVID-19 pandemic made already weak demand even worse, but the company persevered by cost-cutting measures. 
M&M: Stabilized financially by cutting costs and increasing sales online despite being negatively affected by the pandemic and sector slowdown.

Changes in Strategy and Emphasis on EVs: 
Tata Motors: Reorganized its passenger vehicle division and gave EVs priority with models like the Nexon EV. 
M&M: Made investments in electric mobility introduced new EV models and announced plans to split its automobile division into traditional and EV segments.

Acquisitions and Mergers: 
Tata Motors: Main goals were to strengthen JLRs business and investigate joint ventures. 
M&M: Managed acquisitions with varying degrees of success such as Automobile Pininfarina and SsangYong Motor.

For the previous five years Tata Motors and Mahindra and Mahindra have both had to deal with major obstacles and changes in their strategic plans. Whereas M&M has concentrated on electric mobility and upholding a diverse business model Tata Motors has highlighted its EV strategy and restructuring efforts. Due to their ability to adapt and persevere in the face of financial strain and market uncertainty both companies have positioned themselves for future growth in the changing automotive landscape.

Invesment Appraisal:

	Year
	A
	B

	0
	-80
	-75

	1
	25
	50

	2
	25
	20

	3
	20
	20

	4
	55
	20



Cost of Capital at 9.75%

Cumulative Cash Flow and Discounted Cumulative Cash Flow:

Company A:

	Year
	Invesment
	Cumulative Cash Flow
	Discounted Present Value
	Cumulative Cash Flow

	0
	-80
	-80
	-80
	-80

	1
	25
	-55
	22.92
	-57.06

	2
	25
	-30
	21.04
	-36.03

	3
	20
	-10
	15.44
	-20.59

	4
	55
	45
	38.97
	18.38



NPV = Revenue in Total – Investment
NPV = 125-80 = 45
NPV is 45 in Million

PBP = Year + Investment / Net Cash Flow
PBP = 3 + 10/55 = 3.18 
PBP is 3.18 year

ARR = Accounting Rate / Total Investment
ARR = (45/4) / 80 = 0.14%
ARR is 0.14 %
  
Company B:

	Year
	Invesment
	Cumulative Cash Flow
	Discounted Present Value
	Cumulative Cash Flow

	0
	-75
	-75
	-75
	-75

	1
	50
	-25
	45.88
	-29.12

	2
	20
	-05
	16.83
	-12.29

	3
	20
	15
	15.44
	3.15

	4
	20
	35
	14.16
	17.32



NPV = Revenue in Total – Investment
NPV = 110-75 = 35
NPV is 35 in Million

PBP = Year + Investment / Net Cash Flow
PBP = 2 + 5/20 = 2.25 
PBP is 2.25 year

ARR = Accounting Rate / Total Investment
ARR = (35/4) / 75 = 0.11%
ARR is 0.11 %


Advantages of PBP (Payback Period):

Businesses use financial metrics to assess capital projects to assess the viability and profitability of possible investments. Three popular techniques are used to evaluate the viability of capital projects: the Payback Period (PBP) Accounting Rate of Return (ARR) and Net Present Value (NPV). Every one of these methods has advantages and disadvantages that can affect choices in certain situations. 

Simplicity: The PBP is a popular choice for managers and investors who like simple tools for making decisions because it is simple to compute and comprehend. Its ease of use also makes it possible to compare projects quickly (Drury 2018). 
Focus on Liquidity: PBP highlights the amount of time needed to recoup the initial investment which sheds light on the project's potential liquidity risk. Shorter payback periods are frequently associated with lower levels of risk in projects (Attrill and McLaney 2020). 
Minimization of Risk: PBP is helpful in situations where future cash flows are not guaranteed. According to Ross Westerfeld and Jaffe (2019) shorter payback periods can reduce the likelihood of losses resulting from unanticipated events.

Advantages of ARR (Accounting Rate of Return):

Easy to Understand: ARR is a popular option for non-financial managers because like PBP it is reasonably easy to compute and interpret (Drury 2018). 
In line with Financial Statements: ARR employs accounting profit, not cash flows, which is in line with businesses' income statements. Integration with more comprehensive financial analysis is facilitated by this consistency (Attrill and McLaney 2020). 
Direct Profitability Measure: By contrasting the ARR with a company's cost of capital or required rate of return Ross Westerfeld and Jaffe (2019) offer a clear indicator of the profitability of the project.

Advantages of NPV (Net Present Value):

Time Value of Money is Considered: According to Ross Westerfeld and Jaffe (2019) net present value (NPV) provides a more accurate measure of a project's profitability and risk by accounting for the time value of money. 
Comprehensive Assessment: According to Brealey Myers and Allen (2020) net present value (NPV) provides a full assessment of a project's economic value by considering all cash flows over the project's entire life. 
The NPV decision rule is simple to understand: a positive NPV implies that the project is anticipated to increase the firm's value whereas a negative NPV suggests the opposite (Hillier Grinblat & Titman 2017).


Shortcoming of PBP:

Ignores Time Value of Money (TVM): PBP fails to consider that the value of money varies over time. According to Brealey Myers and Allen (2020) an erroneous evaluation of the project's value may result from, for instance, future cash flows not being discounted to their present value. 
Except Cash Flows After Payback: The PBP approach ignores any further cash inflows after the initial investment is recouped. If a project has a lengthy payback period, this may lead to its rejection (Drury 2018). 
Put Liquidity Above Profitability: PBP places a premium on the speed at which an investment can be recouped which may cause investors to favor shorter-term projects over longer-term more lucrative ones (Ross Westerfeld & Jaffe 2019).

Shortcoming of ARR:

Ignores TVM: ARR like PBP does not take time value of money into account. The treatment of profits as though they happen gradually over the project can skew assessments of a project's true profitability particularly for projects with irregular cash flows (Hillier Grinblat and Titman 2017). 
Dependency on Accounting Profits: Since the rate of return (ARR) is based on accounting profit rather than cash flows, non-cash items such as depreciation may have an impact. The outcome of this reliance may be deceptive and not accurately represent the project's economic reality (Attrill & McLaney 2020). 
Lack of Consideration for Project Size: Because ARR does not distinguish between projects of various sizes it may result in the selection of less impactful smaller projects even if they have a higher ARR (Brealey Myers & Allen 2020).

Shortcoming of NPV:

Complexity: The computation of NPV is more involved than that of PBP or ARR. According to Ross Westerfeld and Jaffe (2019) it necessitates precise projection of future cash flows and the application of a suitable discount rate both of which can be difficult and arbitrary.
Sensitivity to Discount Rate: The selected discount rate has a significant impact on the NPV calculations result. According to Brealey Myers and Allen (2020) even a slight variation in the rate can have a substantial impact on the net present value (NPV) which could result in poor decisions. 
Possibility of Uncertain Forecasts: The NPV depends on how accurate future cash flow projections are. These projections may prove to be erratic or challenging to forecast especially for extended undertakings potentially leading to inaccurate project assessments (Hillier Grinblat & Titman 2017).

Non-Financial Factors:

Alongside conventional financial measures like the Payback Period (PBP), Accounting Rate of Return (ARR) and Net Present Value (NPV) non-financial considerations must be considered when assessing capital projects. Even though they don't directly impact the short-term financial returns, non-financial factors can have a big impact on a project's long-term viability and sustainability. These variables may be operational strategic social environmental or connected to the overarching objectives and core values of the business.

Strategic Alignment:
The strategic alignment of a project with the long-term goals and vision of the company is one of the most important non-financial factors. Even when their short-term financial metrics are not as good, projects that help a company achieve its strategic goals—like breaking into new markets, improving innovation or forging a stronger brand—can have a major positive impact in the long run. Ignoring strategic alignment may lead to short-term profitable projects that are harmful to the company's long-term standing in the industry (Kaplan and Norton 2004).

Regulatory Compliance and Environmental Impact:
Another crucial component is regulatory compliance since noncompliant projects put the business at risk of penalties, legal troubles and reputational harm. In a similar vein when stakeholders—such as clients staff members and investors—become more concerned with sustainability the environmental impact of a project assumes greater significance. Initiatives that lessen environmental damage or advance sustainability objectives can improve a business standing and lower the risk of regulatory changes (Hoffman 2007 Epstein and Bukovac 2014)

Reputation and Brand Value:
The potential impact of a project on the company’s reputation and brand value is a significant consideration. Projects that enhance the brand by improving customer satisfaction, corporate social responsibility (CSR), or innovation can have long-term benefits that go beyond immediate financial returns. Conversely, projects that damage the brand—such as those associated with ethical issues or poor customer experiences—can lead to long-term financial losses. (Aaker, 1996; Porter & Kramer, 2006)

Employee and Stakeholder Impact:
The impact of a project on employees and other stakeholders is crucial, as projects that lead to improved employee satisfaction, better working conditions, or stronger stakeholder relationships can increase productivity and loyalty. For example, investing in a project that improves workplace safety or employee development may not show immediate financial returns but can reduce turnover, increase employee engagement, and improve overall performance (Freeman, 1984; Pfeffer, 1998).

Market and Competitive Positioning:
Projects that enhance a company’s competitive positioning in the market, such as those that build barriers to entry or strengthen relationships with key customers and suppliers, are essential for long-term success. While these projects may not always have the highest NPV or ARR, they can secure market share and create sustainable competitive advantages (Porter, 1980).

Social and Ethical Considerations:
The social and ethical implications of a project are increasingly important in today’s business environment. Projects that contribute positively to society, whether through job creation, community engagement, or ethical sourcing, can enhance a company’s reputation and lead to long-term sustainability. Conversely, projects that neglect social and ethical considerations may face backlash from consumers, activists, and investors, leading to reputational damage and financial loss (Elkington, 1997).

While financial metrics like PBP, ARR, and NPV are essential for evaluating capital projects, non-financial factors play a critical role in determining the overall value and success of a project. Strategic alignment, regulatory compliance, reputation, stakeholder impact, market positioning, technological advancement, and social considerations are all crucial in making informed, holistic decisions. By considering these non-financial factors, companies can ensure that their projects not only deliver financial returns but also support long-term growth and sustainability.
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