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Abstract 

The Indian automobile market is set for a revolution with the advent of Tata’s small car 
Nano. The car priced at $2500 could have aspirational implications for the other segments as 
well. A young country willing to experiment and better their lot is the most lucrative market 
for the launch. The present study is an empirical analysis of the impact of the car on the 
purchase intentions of a two-wheeler owner. The research was conducted in the Indian capital 
region amongst two hundred two-wheeler owners. The findings revealed three psychographic 
segments-innovators, patriots and dogmatic buyers. Brand perceptions and purchase 
intentions were positively related; however the wary Indian would still want the promised 
performance delivered before he goes the Nano way.    
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Segmentation Analysis: An Empirical Study of the Two- Wheeler Owner’s Purchase 
Intentions for the Small Car-Nano

Evolution is the rule of this picturesque planet we live on; and in all humility, man is the 
nucleus of most of it. His curiosity and voracity for constant change is the impulsion behind 
this. As we stand on the cusp of a decade gone by and another to come, one is astounded at 
the velocity of transformation that one witnesses all around. A horde of factors and multiple 
interactions between them has created a world in constant flux and the marketer always needs 
to be a step ahead to capture a share of the new age consumer’s mind and heart. And nowhere 
is this more exciting than and as fast paced as it is in the Indian sub-continent. The opening 
up of the economy has created a marketplace that is hiving with opportunities galore. Thus,
India  stands tall even in the time of the great recession and has actually managed to show 
interesting growth figures , compound this with rising per capita income, a desire to better 
one’s lifestyle and one has  a buoyant market place. 

The automotive sector in India is one such lucrative industry and the pundits predict that it 
has the potential to emerge as one of the largest in the world. The cumulative growth of the 
Passenger Vehicles segment during April 2007 – March 2008 was 12.17 percent. (SIAM,
2010). The sale of automobiles has almost doubled from 6.87 million in 2003-2004 to 12.3 
million in 2009-2010.Two wheelers at 9.37 million contribute almost 76 percent  to the 
industry.(SIAM,2010). Thus the Indian roads see a huge swarm of two wheelers jostling for 
space amongst the fast growing four wheeler segments. However, the nuances of the growth 
predictions for two wheelers are somewhat diffused and colored. Increasing disposable 
income, aspirational shift towards a better lifestyle, improved and easy loan and credit 
facilities have made the potential two-wheeler buyer desirous of more. 

This was foreseen as an opportunity that had massive potential, by the House of Tata’s. Tata 
Motors worked incessantly in developing the World’s cheapest car, priced at roughly $2,500.
The innovative, model was set to create turbulence in the automobile sector as this would 
definitely see a transcending of boundaries. The car is appropriately called Nano and as a first 
mover in the category of low priced cars, in a developing nation it has a clear competitive 
advantage. A number of researchers have found that the first mover has the benefit of an 
orderly marketplace where he has near about complete attention of the consumer, as there are 
no competing messages to distract him (Rogers, 1983; Tellis and Golder, 1996; Robinson, 
1998). Simley and Ravid, (1983) state that a first mover also gets a cost and experience 
advantage.

Another advantage that Nano enjoys is that it is a product launch from the Tata’s, a brand 
name that stands for reliability and assurance. Thus, Nano would be able to bask in the 
positive brand image of Tata. Hsieh et al., 2004, empirically found that new products and 
services launched by organizations that enjoy a favorable manufacturer image are better 
received and accepted in the market than others. To judge the quality and performance of a 
new car is extremely difficult thus the car manufacturer’s reputation becomes an important 
parameter for evaluation. (Lee & Tai, 2006).

Car buying is an extremely complex decision and more so for the value conscious and 
discerning Indian consumer. The process for a Nano would be slightly more complicated as 
the buyer had no previous car buying experience and secondly the car had to score 
significantly on both the attributes sought in a two-wheeler as well as those quintessential in a 
car. The car was positioned as a family car and had great potential for a two wheeler family 
wanting to commute in comfort and safety.
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Nano poised for entry in the Indian market  would be targeting multiple segments; however 
where does it find a clear share of the heart and mind depends on a horde of factors which 
might be demographic in nature - like age, income, profession education etc. At the same 
time one needs to remember that a car is no longer a utilitarian means of commuting, it is a 
value expressive buy. It is a conspicuous product which becomes representative of individual 
spending (Trigg 2001) as well as a means of comparative spending with that of others 
(Duesenberry, 1949). Wong (1997) further corroborated that product satisfaction is to a large 
extent also dependent on significant audience reaction to it. Thus psychographic factors 
would equally determine the trigger for the purchase decision.

The buzz and excitement in the market awaiting the Nano was tremendous, however, it was 
felt that considering the rules of survival in a marketplace where the probable consumer was 
still playing a balancing act between value consciousness and conspicuous consumption, it 
was imperative that one positioned the car right, a mass marketing approach that proclaimed 
that it was a car for anyone and everyone would not work. This was the impetus behind the 
current empirical study. The study aimed to study the two –wheeler buyer in order to analyze 
his purchase intention for a low priced car- the case in point being Tata’s Nano. Purchase 
intentions were presumed to be the outcome of numerous antecedents –namely demographic 
variables; psychographic variables; product attributes and manufacturer’s brand perception. 
The study would have significant implications for the manufacturer in terms of revisiting the 
proposed positioning.

Research Methodology

The study made use of both quantitative and qualitative techniques. The study adopted a 
descriptive approach and the population under study was the two –wheeler owner. The first 
phase involved conducting in-depth interviews with experts in the automobile sector as well 
as car dealers. The objective behind this exploratory study was to gauge the market 
perceptions about the car as well as its market worth in the two wheeler segment. The inputs 
from this phase were used to design the measuring instrument to assess purchase intentions of 
the two wheeler respondent. The questionnaire was pilot tested on forty two wheeler 
respondents in the region. The instrument was subsequently revised and used for data 
collection. Robustness of the instrument was established by measuring its reliability 
(Cronbach alpha=0.796) and face validity was authenticated by a group of experts and car 
dealers. The study was conducted using a multi stage sampling plan, in the Capital region of 
New Delhi and its suburbs. Initially the region was divided into zones and then quota samples 
were taken from the region to reflect the identified demographic antecedents of age; income; 
education. The final workable sample was of two hundred respondents. 

Findings & conclusions

The sample was a predominantly male sample (89%), as female two wheeler drivers are 
fewer in the capital region .74.5% of the sample were graduates and the post graduate 
representation was 8.5%. 53.5% of the sample was in the age group of 31-40 years and 31.5% 
were between 21-30 years . The older population – i.e. 41 and above were 14% only. 63% 
were employed in the private sector and there was almost a similar representation from the 
government (20%) and self employed (16%). 71.5% of the sample had desk jobs and the 
others had a travelling (city travel) job. 61% of the sample had an income of above two lacs 
per annum and 34 .5% were between the band of $ 2000-2500 per annum. This skew towards 
respondents above  $ 2500 and those with a desk job was intentional as it was found that the 
owners willing to be converted to a low cost car owner were in these segments.
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Since the premise of the study was that a car is predominantly a Value- expressive product, 
the respondents were analyzed on eighteen psychographic statements, formulated on a five 
point Likert scale (these statements were generated from two focus group discussions held 
with two wheeler owners). The responses were then subjected to a factor analysis in order to 
arrive at a viable set of factors. The factor analysis was found to be significant (KMO=0.796). 
The analysis revealed a five factor solution that explained 60.29% of the variance in the 
response. The Varimax rotation of the solution was considered and the five factors were 
named. (Refer to the table1.1).

To assess the probable psychographic segments the data obtained from the factor analysis 
was subjected to a cluster analysis. The hierarchical cluster analysis clearly demonstrated the 
existence of three distinct clusters. Next using the K- means cluster analysis the following 
results were obtained. All the five factors contributed to the difference amongst the segments 
as was evident from the statistically significant ANOVA values. Based on the standing of the 
three clusters on the five factors the clusters were named. To analyze the purchase intentions 
of the three clusters a cross tabulation of the cluster membership of the segments was done 
with the purchase intention, which was a nominal variable. As can be seen from the table 
below, 71.8% of the Innovators would like to purchase the car followed by 82.4% of patriotic 
buyer followed by 59.7% of dogmatic buyers. The chi square value was also found to be 
statistically significant (chi square value= 31.98; p=.000). The composite results are 
presented in the table 1.1 below. 

Table 1.1: Cluster composition with purchase intentions

Factors Cluster membership N=200

Innovator
s  (n=85)

Patriotic buyer
(n=34)

Dogmatic buyer
(n=62)

Value for money & security 
consciousness

.25817 .00426 -.35628

Family and status consciousness .43426 -.20917 -.48065

style conscious& high self confidence .44415 -1.14152 .01708

innovativeness .61817 .02420 -.86077

patriotism -.02543 .87059 -.44256

Purchase intentions

Yes (%)

61 
(71.8%)

28 (82.4%) 20(32.3%)

The innovators are the largest segment, and had the second largest percentage intending to 
purchase the car (71.8%). This segment is young, educated (graduate) and belongs to the age 
group of 20-30years. They are mostly married and belong to the income bracket of $2000-
2500. This segment consists of Techno-freaks who are risk takers and like to try new things 
introduced in market. They want to be part of changing world and are quick decision makers 
and leaders in their group. Social status and style is important to them. They are excited by 
the idea of introduction of low cost cars. Owning a car is an aspiration for them and a low
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cost car can make this possible. Another reason for high purchase intention is that Nano is 
from Tata Motors, which is synonymous for quality for Indian people.

Cluster 2, the smallest segment in size, constituted of patriotic buyers. However, this group 
showed the highest (82.4%) purchase intentions (table 1.1). This segment takes pride in 
things “Made in India”. In their opinion India has enough technology and knowhow to make 
a world class car. In their opinion Nano is going to be a very convenient and useful car for the 
masses. This segment is constituted of 20-30 year olds, educated and mostly married with 
children. For this segment convenience and safety is more important than style. They are 
confident in their attitude and for them safety of family is important and in their opinion car 
provides more safety than a two wheeler and that every family needs a car to commute 
together. Their decision is mostly influenced by family and friends.

Dogmatic buyers belong to Cluster 3. Only 32.3% of this cluster demonstrated any purchase 
intentions (table –1.1). They mostly belong to the age group of 30- 40 years, married with 
children. For them utility is more important than style and car is a utilitarian product for 
them. They are cautious in their approach and are not much of a risk taker. They are savers
than spenders and do not like wasteful expenditure. They usually purchase time tested things. 
Their interest in Nano is because it is a Tata product which stands out for its quality. 

As stated earlier, manufacturer’s brand perception and evaluation of the new product on 
significant attributes might also impact the purchase intention. Thus to assess this,  perception 
about the brand Tata was taken as antecedent and purchase intention as dependent to 
determine whether there was a difference in the attitude of  probable buyers and non buyers. 
The discriminant analysis conducted revealed a statistically significant function (Eigen
value=1.912). The classification results were also extremely good, with 92.3%of the cases 
correctly classified. 

Table 1.2 Discriminant analysis- perception about Tata (N=200) 

Structure 
matrix

Wilks' 
Lambda F df1 df2 Sig.

Perception Tata - Reliability 0.937 .373 332.297 1 198 .000

Perception Tata - India as a car 
manufacture

0.680
.531 174.838 1 198 .000

Perception Tata - Value for 
money

0.660
.546 164.923 1 198 .000

Perception Tata - Durable -0.168 .949 10.630 1 198 .001
Perception Tata - New product 
development

-0.082
.987 2.570 1 198 .110

Perception Tata - Quality -0.047 .996 .829 1 198 .364

Perception Tata - Innovation 0.036 .998 .493 1 198 .484

The second analysis was done taking attitude towards Nano as the causal and purchase 
intention as the effect. The discriminant analysis conducted revealed a statistically significant 
function (Eigen value=1.234).  The classification results were also extremely good, with 
87.2% of the cases correctly classified.  
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Table 1.3 Discriminant analysis- perception about Nano (N=200)

Structure 
matrix

Wilks' 
Lambda F df1 df2 Sig.

Perception about Nano- better than two 
wheeler

.654
.655 101.816 1 193 .000

Perception about Nano- Price .651 .657 100.751 1 193 .000

Perception about Nano- better than 
other small car .578 .708 79.538 1 193 .000

Perception about Nano- Safety .062 .995 .926 1 193 .337

Perception about Nano- Family Car .012 1.000 .036 1 193 .849

Perception about Nano- Mileage -.005 1.000 .005 1 193 .941

Perception about Nano- Good after 
sale service

-.069
.994 1.140 1 193 .287

Perception about Nano- Low 
Maintenance

-.102 .987 2.463 1 193 .118

Perception about Nano- Powerfull 
engine

-.109 .986 2.835 1 193 .094

The study revealed some interesting findings and these might have significant implications 
for the acceptance and purchase of the car. The car will find substantial buyers from the two 
wheeler segment; however, the acceptance is higher for the younger innovator. There is 
however forty percent of the population who do not see Nano as an alternative for their 
present vehicle. In fact, the respondent group not interested in purchasing the car was wary 
about the performance of the car as compared to their sturdy steed- the two- wheeler. 
This finding is further corroborated by the fact that those who showed an inclination towards 
purchase of the car, were not very confident about the performance attributes. It was the 
overall ‘feel good’ belief about the car being better than a two wheeler and any other small 
car, as well as the price advantage which were the triggers for the intention to buy. The car 
also gained from the positive brand perception about Tata being recognized as a reliable 
Indian car manufacturer whose product offerings always had a cost advantage.

Thus the study though conducted on a small scale raises some serious concerns. Firstly 
regarding the positioning of the car-should Tata focus on the safe family car USP (unique 
selling proposition) or should the brand image be younger and more in synchronization with 
the young achiever. Secondly, the Indian is still value conscious at heart and is cautious in his 
approach as seen from the above study. Though the attitude is positive and wanting, in order 
to build on the first mover advantage the car needs to deliver significantly in terms of on road 
performance as well. However, the forecast is bright as the young innovators and the die hard 
Be Indian Buy Indian patriots are eyeing the car positively and it would be a matter of time 
before the dogmatic laggard is also convinced that small is beautiful- and equitable 
performance is the Nano way.
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