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John Edwards, brand director for Land Rover, noted, “Ford laid out a good foundation for us, but I
think we are more nimble.” For its part, Ford management didn’t second-guess its decision to sell
the Jaguar and Land Rover brands. As Lewis Booth, Ford's CFO, explained, “We didn’t have
enough capital resources to look after them. But we found an owner that had the resources to

continue what we started.”

Over the next few years, Jaguar showed the world how it had been putting those resources to use
to improve quality and productivity. For example, Tata invested £500 million to enlarge the Jaguar
factory in Castle Bromwich and a similar amount at a plant in nearby Solihull that produces Land

Rovers.

On a production floor at Castle Bromwich, employees feed sheets of aluminum (“aluminium” in
British English) and steel into giant die presses that stamp out body panels. Nearby, in the body
assembly area, hundreds of industrial robots from Swiss engineering giant ABB perform spot
welds, apply adhesive, and drive rivets. After the completed bodies are painted, logistics partner
DHL ensures that deliveries of seats, auto glass, and instrument panels from outside vendors are
routed to the final assembly hall on a just-in-time basis. The plant’s D7a technology means that

four different models can be produced on the same production line.

“For me, the revival of Jaguar Land Rover is because Ratan Tata owns it and he is a petrolhead. I've been to

530

three Grand Prix and he was on the starting grid at all of them.

Sir James Dyson, inventor/entrepreneur
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Eighty percent of Jaguar's production is exported, and the United States is a key market for these
cars. For the 2014 model year, Jaguar launched an all-wheel-drive (AWD) version of the XF sedan;
it was available with an optional V6 engine for the first time. These changes, it was hoped, would
enhance the car’s appeal to American buyers living in areas where winter snow and ice makes
AWD a virtual necessity. Jaguar's most affordable model, the XE sport sedan, was launched at the

Paris Auto Show in October 2014; production began the following spring.

In fall 2015, Jaguar rolled back prices on some of its cars by approximately 10 percent, and also
announced a more comprehensive warranty. Despite these new-model introductions and other
marketing changes, overall sales of sedans and coupes were being eclipsed by demand for a
vehicle Jaguar lacked—namely, an SUV. In spring 2016, Jaguar responded by launching the
company’s first SUV, the F-Pace. In short order, it became Jaguar's best-selling model.

In November 2016, the company raised the curtain on its first electric vehicle (EV), the £65,000
Jaguar I-Pace SUV, at the Los Angeles Motor Show. Some industry analysts noted that Jaguar's
entry into the luxury EV category comes relatively late; Tesla is the dominant player with its Model
S sedan and Model X SUV. Although Jaguar's identity is closely tied to its British heritage, the first-
generation I-Pace is being assembled in a factory in Austria owned by Canadian carmaker Magna.
The reason is straightforward: Jaguar's U.K. manufacturing operations are currently operating at

100 percent capacity.
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Discussion Questions

9-8. Why has JLR prospered under the ownership of Tata Motors?

9-9. In 2016, Jaguar launched the second-generation XF sedan with a V6 engine and a 5-year,
60,000-mile warranty at a base price of $51,600. The new price represented a savings of
approximately $5,100 from the previous model year. What is the rationale behind these
changes?

9-10. Jaguar recently launched a new compact luxury crossover, the E-Pace, whose price tops
out at nearly $50,000. Observers expect it to be a high-volume, profitable addition to the
Jaguar lineup. What are its prospects for success?

9-11. What do you think are the biggest challenges facing the Jaguar and Land Rover brands

in the next few years?
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Case 9-2
Jaguar's Passage to India

Jaguar, one of Britain’s most iconic brands, celebrates its 85th anniversary in 2020. Jaguar's storied
history can be traced back to the 1930s, when a factory was established at Castle Bromwich in

Birmingham. In 1935, the first car bearing the Jaguar nameplate was produced.

During World War II, the factory was utilized for military production, and it was here that more
than 10,000 of the legendary Spitfire single-engine fighter planes were produced. The Lancaster
heavy bomber flown by the Royal Air Force was produced at Castle Bromwich as well. During the
war, the exteriors of the brick buildings were covered in camouflage paint. Even so, German

bombers inflicted heavy damage on the factory, which was quickly rebuilt.

In the decades following the war, production returned to automobiles, and the corporate structure
underwent a series of changes. Once known as Swallow Sidecars (S.S.), the company formally
adopted the Jaguar name in 1945. In the 1960s, Jaguar merged with British Motor Corporation,
later known as British Motor Holdings (BMH). In 1962, the legendary Jaguar E-Type sports car was

born.
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In 1968, BMH merged with Leyland Motor Corporation. The new entity, known as British Leyland,
manufactured several legendary British sports cars including the Austin, MG, and Triumph

nameplates. Land Rover was also a unit of British Leyland.

British Leyland was nationalized in 1975; in other words, the British government took partial
control of the company. In the 1980s, however, Prime Minister Margaret Thatcher’s government
reversed course, and British Leyland was privatized. In 1984, Jaguar was spun off from British

Leyland as a stand-alone company.

Fast-forward a quarter of a century. In 2008, Tata Motors paid the Ford Motor Company $2.3
billion for Jaguar and Land Rover. The deal came about as Detroit's automakers faced one of the
worst business environments in decades. The Big Three posted losses in the billions of dollars; by
2008, with the global recession and credit crunch causing a sharp decline in demand, executives
from GM and Chrysler appealed to Congress for a bailout. Meanwhile, industry observers called

for Ford to shed some of its luxury brands.




image3.png
The Ford Acquisition

When Ford acquired Jaguar in 1989, the American company lacked a high-end luxury model.
Executives were betting that they could leverage an exclusive nameplate by launching a new, less-
expensive Jaguar line and selling it to more people. The challenge was to execute this strategy
without diminishing Jaguar's reputation. Daniel Jones, a professor at the University of Cardiff and

an auto industry expert, noted that the Ford name is synonymous with “bread and butter” cars.

Meanwhile, Land Rover, another iconic British nameplate, had also been nationalized and then
privatized by the British government. BMW acquired the Land Rover business in 1994. Before the
end of the decade, however, heavy losses at the unit prompted BMW to look for a buyer. In 2000,
Ford bought the business for $2.7 billion, with both Jaguar and Land Rover becoming part of

Ford’s Premier Automotive Group.

Ford’s Japanese competitors, including Honda, Nissan, and Toyota, were pursuing a different
strategy for moving upmarket: They launched new nameplates and upgraded their dealer
organizations. Status- and quality-conscious car buyers embraced Lexus, Infiniti, and other new

luxury sedans that offer high performance and outstanding dealer organizations.
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Despite Jaguar's classy image and distinguished racing heritage, the cars were somewhat notorious
for their unreliability. Gears sometimes wouldn't shift, headlights wouldn’t light, and the brakes

sometimes caught fire. Part of the problem could be traced to manufacturing.

To remedy the situation, Ford invested heavily to update and upgrade Jaguar's plant facilities and
improve productivity. As a benchmark, Ford’s manufacturing experts knew that German luxury car
makers could build a vehicle in 80 hours; in Japan, the figure was 20 hours. If Jaguar were ever to
achieve world-class manufacturing status, Jaguar’'s assembly time of 110 hours per car had to be

drastically reduced.

As the 1990s came to an end, Jaguar introduced several new vehicles. In 1997, amid industry
estimates that Ford’s cumulative investment had reached $6 billion, - launched the $64,900
XK8 coupe and roadster. Styling cues clearly identified this model as the successor to Jaguar's
legendary XK-E, or E-Type. In the spring of 1999, the S-Type sedan was introduced to widespread
acclaim. One observer called the S-Type a “handsome car, instantly recognizable as a Jaguar, yet

totally contemporary.”
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In 2001, the long-awaited “baby Jaguar,” the $30,000 X-Type compact sports sedan, was unveiled.
Company executives hoped to attract a new generation of drivers and capture a significant share
of the entry-level luxury market dominated by the BMW 3-series and the Mercedes C-Class. The

X-Type was built on the same platform as the Ford Contour.

The early signs were positive. In 2002, first-year sales of the X-Type boosted Jaguar's worldwide
sales by 29 percent, with a record 130,000 vehicles being snapped up by buyers. Unfortunately, the
company was not able to sustain the momentum. A backlash began to develop. For example,
critics of the X-Type dismissed it as a “warmed-over Ford.” Critics also found fault with Ford for
failing to move Jaguar's styling forward enough. As one longtime Jaguar owner explained, “They
lost their way in what the public wanted. Instead of making Jaguar a niche player, where it should

be, they tried to go the mass-production route.”

In 2005, bowing to pressures to move the venerable nameplate upmarket again, it was announced
that the least expensive Jaguar model, the 2.5 liter X-Type, would be discontinued. In 2008, the

curtain came down on Jaguar’s two decades under American ownership.
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The Tata Era Begins

Jaguar Land Rover's new owner, Tata Motors, faced challenges of its own. The global economic
crisis led to a slump in demand for cars in India; in fact, in its first year of ownership, Tata Motors
lost $500 million on Jaguar Land Rover (JLR). Then, as the global economy began to rebound, so
did sales of luxury cars. As noted in Exhibit 9-8 15, Jaguar's XF and XJ sedans won rave reviews
from auto critics; the XE, launched in 2015, quickly became the company’s best-selling model. In
short, two decades of restructuring by Ford were finally paying off under Tata’s ownership. For the

2015-2016 model year, JLR sold 521,000 vehicles, up from 250,000 just a few years earlier.

Exhibit 9-8





