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laid down by the Supreme Court, are as unden 

RAJYA SABHA 

Thursday, the 16th March,  \972lthe 26th 
Phalguna 1893 (Saka) 

The House met at eleven of the clock, MR. 
CHAIRMAN in the  Chair. 

ORAL ANSWERS TO QUESTIONS 

PRICES OF CARS 

•61.   SHRIMATI PRATIBHA SINGH :f 
SHRI RAM SAHAI: SHRI 
KALYAN ROY: SHRIM. K. 
MOHTA: SHRI SUNDAR MANI 
PATEL: SHRI A. G. KULKARNI: 

Will the Minister of INDUSTRIAL DEVE-
LOPMENT be pleased to refer to the answer to 
Unstarred Question No. 851 given in the Rajya 
Sabha on the 2nd December, 1971 and state: 

(a) whether Government haVe since taken 
any decision on the increase in the prices of 
cars; 

(b) if so, the extent of increase granted in 
each case, indicating the "on the road" cost of 
each car before and after revision of prices; and 

(c) the extent to which the prices of these 
cars have increased since the commencement of 
their production in India and the extent to 
which foreign component of each of them has 
been eliminated? 

THE MINISTER OF INDUSTRIAL 
DEVELOPMENT (SHRI MOINUL HAQUE 
CHOUDHURY): (a) to (c) A statement is laid 
on the Table of the Sabha. 

STATEMENT 

(a) Yes, Sir. 

(b) The increases in the ex-factory selling 
prices of Cars allowed with effect from the 24th 
January, 1972, in pursuance of the principles 

| Ihe question was actually asked on the 
floor of the House by Shrimati Pratibha Singh. 

 
The "on the road" prices of cars in Delhi before 
and after the increases allowed on the 24th 
January, 1972 are as under; 

 
* The manufacturers have not yet given effect 

to the increase in price allowed on the 24th 
January, 1972. 

(c) Information about the prices of the Cars 
at the commencement of production is not 
readily available. However, for the sake of 
comparison, the ex-factory retail prices of cars 
ruling on 1-1-57 and at present arc indicated 
below: 

 
SHRIMATI PRATIBHA SlNGH:   May I 

know, Sir, whether it is a fact that with the 
increasing substitution of imported component 
the cost of cars manufactured in India has been 
increasing; if so, the reasons therefor, and 
whether the matter relating to the cost of pro-
duction and the margin of profit to be allowed 
to the manufacturers is proposed to be referred 
to the Tariff C'jmmission or to the Bureau of 
Industrial Costs and Prices; and also, what is 
the present margin of profit available to the 
manufacturers? 

Secondly, may I know whether in view of 
the fact that ihe price of cars is being increased 
against the Government's decision not to allow 

 
The present foreign component in each car is 
as under: 



3 Oral Answers [RAJYA SABHA) Io Questions 4 

increase in prices the Government proposes to 
nationalise this industry? 

Thirdly.   .   . 

MR. CHAIRMAN:   Kindly do not say 1,2 
or 3. 

SHRIMATI PRATIBHA SINGH:   May I 
know whether the Government's attention has 
been drawn to the deteriorating quality of cars 
manufactured in India concurrent with the in-
crease in prices; if so, the Government's reac-
tion thereto? 

SHRIMOINULHAQUECHOUDHURY: The 
imported content of the cars has not increased. 
The present foreign component in each cir is: 
Ambassador 0.51 per cent, Fiat 0.75 per cent., 
Standard Herald 1.39 per cent. As a nutter of 
fact, ihe total value of the foreign component so 
far as tlie Hindustan Motor is concerned is only 
Rs. 30, Fiat Rs. 65, Standard Herald Rs. IOO. 
Therefore, it cannot be the reason for the 
increase in the price of the car. The price has 
been increased as a result o,f thejudgment of the 
Supreme Court which has already been brought 
to the notice of the House. The Supreme Court 
has directed us to calculate the price of the car 
in a certain way. One of the major reasons is 
that the Supreme Court has said that the return 
of capital employed should be 16 per cent, 
instead of 12 per cent, on wliich we are 
calculating the price-Further, so far as the 
achievable capacity of the cars and commercial 
vehicles is concerned, the Supreme Court did 
not agree with us. That is the second reason. As 
a result of the judgment of the Supreme Court 
the prices have increased. 

As for the question of nationalisation, the 
answer to this problem is not nationalisation. 
We ourselves are setting up our car project and, 
therefore, we are not thinking of nationalising 
any one of these companies. So far as the 
quality is concerned, we have taken steps in this 
matter and directions have been given and these 
are being followed. 

MR. CHAIRMAN:  Any   other question? 

SHRIMATI PRATIBHA SINGH:    No. 

SHRI KALYAN ROY: The three gigantic 
concerns, the Fiat, tlie Ambassjjdor and the 
Standard are all collaboration agreement. 
Recently the Enforcement Department raided 
the Hindustan Standard Motors and arrested 
their top officer, Mr. Johns, which showed that 
they were manipulating prices and the money 
was being shared by the Birlas and those who 
wjie buying components on behalf of the Birlas. 
Would the Government scrutinise these colla 
boration agreements and also look into tne 
affairs of the Hindustan Motors which are 
producing sub-standard car and manipulating 
price? 

SHRl MOINULHAQUE CHOUDHURY: 
Sir, so far as the first question is concerned, [ 
would request the hon'ble Member to address a 
saparale question to the Home Ministry because 
it relates to a specific case, and t tiy must be 
looking into the matter. So far as the affairs of 
the Hindustan Motors are concerned, a team of 
my Ministry recently investigated into its 
affairs and its reports are under examination. 

SHRI SUNDAR MANI PATEL:   It has 
been given in the statement that on 1-1-1957 
the ex-factoiy price of Ambassador was Rs. 
10,424. At present it has gone up to Rs. 16,946. 
For Fiat it was Rs. 8,934 in 1957. Now it has 
gjne up to Rs. 15,944. For Standard Herald it 
was Rs. 8,702 in 1957. It is now Rs. 16,539. 
Tlie prices have almost become double. But 
may I know from the hon. Minister whether the 
quality has deteriorated or has improved ? 

SHRI MOINULHAQUE CHOUDHURY: 
Sir, it is true that the quality has not improved 
although the prices have increased. 

MR. CHAIRMAN: Has the quality dete-
riorated?   That is his question. 

SHRI MOINULHAQUECHOUDHURY: ' 
Yes, it has deteriorated. 

SHRI   SUNDAR   MANI PATEL:  What 
are the reasons? 

MR. CHAIRMAN:   Mr. Kulkarni. 
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MR. CHAIRMAN:   No, no. Mr. Kulkarni. 

SHRl A. G. KULKARNI: As has been 
mentioned in Ihe statement, the price rise bet-
ween 1957 and at present seems to be roughly 
between 60 and 70 per cent. Does the Govem-
ment consider that the price rise is nol commen-
surate with the quality as has been; found out in 
the Pande Committee's Report where certain 
suggestions were made to improve the quality? I 
want to know what steps the Government has 
taken to implement the suggestions of the Pande 
Committee and improve the quality. Will the 
Government take into account tive fact that the 
prices are not commensurate with the quality? 
And that is why the Pande Committee was 
appointed. So I would like to know whal steps 
the Government proposes to take to penalise the 
car manufacturers in order to improve the 
quality of cars. 

SHRI MOINUL HAQUE CHOUDHURY: 
Sir, this price has been fixed as a result of the 
judgment of the Supreme Court. In fact, in the 
Supreme Court we tried our very best that this 
price should not be given to them. But the 
Supreme Court gave certain principles on the 
basis of which we have been obliged to fix it at 
this rate. I am not happy about it as the House is 
not. So far as quality control is concerned, we 
have been giving them statutory directions and -
we are trying our very best. . . 

SHRI A. G. KULKARNI: They are not 
implementing. 

SHRI MOINUL HAQUECHOUDHURY: 
They have implemented some of them. But this 
is also one of the questions that were before the 
Supreme Court. (Interruption) I said, 1 am not 
satisfied. . . 

SHRI A. G. KULKARNI: He is not using 
an Ambassador car. 

MR. CHAIRMAN: Mr. Kulkarni, kindly let 
the answer be completed. 

SHRI MOINUL HAQUE CHOUDHURY: 
My own personal car is a Fiat car. 

SHRl ARJUN ARORA: That has also 
deteriorated, 

SHRI MOINUL HAQUE CHOUDHURY: 
Agreed. 1 say that this price increase has not 
been given out of the volition of the Govern-
ment. It is the Supreme Court which has given 
this price to them.    Now the question is. . . 

SHRI A. G.KULKARNI: Penalise them. 

SHRI MOINUL HAQUE CHOUDHURY: . 
. . how to get rid of this position. The judgment 
of the Supreme Court in the car price fixation 
case has far-reaching consequences on the 
powers of the Government to fix fair selling 
prices of commodities. One of the ways in 
which one can compel them to improve the 
quality is to give them a less price. That is what 
we wanted to do. But the Supreme Court by its 
judgment has not allowed us to do so. 
Therefore, I say that this judgment has very far-
reaching consequences on the part of the 
Government in fixing fair selling price of 
commodities. Now, whether such a mattre, 
fixation of prices, can be taken out of the pur-
view of the court or not is a question which we 
are currently examining in consultation with 
the Law Department. 

SHRI A. P. JAIN: This question of car price 
has been bothering us for a long time and at one 
time there was a proposal that if those three 
companies manufacturing a very small number 
of cars, 10,000, 8,000, 12,000 are amalgamated 
into one, then it is possible to reduce the price 
of car. This proposal was under the 
consideration of the Government for some time. 
What is its position? Does the Government 
think that any such step should be taken and 
whether it is going to reduce the cost of car? 

SHRI MOINUL HAQUE CHOUDHU RY: 
There is  no such proposal at the moment. 

SHRI A. P. JAIN:    What ls this reply? 

SHRI MOINUL HAQUE CHOUDHURY: 
At the moment there is no such proposal before 
the Government. If there was any before I took 
over, I do not know about it. 

SHRI A. G. KULKARNI: Sir, what does he 
mean by it? 

MR. CHAIRMAN: No, you cannot in-
terrupt him like that. 

SHRI A. O, KULKARNI: Sir. ^ r<jpry is.   
.   . 
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MR. CHAIRMAN: No, whatever may be 
his reply, you sit down. If there is anything left, 
I shall see. 

SHRI MOINUL HAQUE CHOUDHURY: 
I do not know if ignorance is unfortunate. I do 
not know of any such proposal and as far as I 
know, these three companies are separate 
companies, they are owned by separate people 
separate shareholders, separate owners. They 
have not come forward with any proposal For 
their amalgamation. So, far as the Government 
is concerned, the Government is thinking of its 
own car project. 

SHRIC. D.PANDE: The car prices have 
gone up very high for various reasons. One 
reason is taxation itself. The present ex-factory 
price of a car is Rs. 15,000 odd. The Govern-
ment should see that at this price all cars should 
be available to the public and for some time the 
taxation which is Rs. 7,000 or so should be done 
away with. As Mr. Ajit Prasad Jain said, this 
proposal of car has been before the people for a 
long time—people's car. cheap car, small car. 
That has been hanging over the last fifteen 
years. What is the progress that has been made 
with regard to the manufacture of the people's 
car ? ft is immaterial whether it is in the public 
sector or in the private sector. The people want 
people's car cheap at Rs. 15,000 by any means 
whatsoever. 

SHRI MOINUL HAQUE CHOUDHURY: 
So far as the first part of the question is con-
cerned, there is no proposal before the Govern-
ment to reduce the tax and thereby reduce the 
price of the car. With regard to the second part 
of the question all examination about the car to 
be produced by the Government, so far as the 
Ministry of Industrial Development is 
concerned, is complete. I would like to remove 
one misgiving. The talk about a car to be 
produced by the Government may be in the air 
for many years. But the decision was taken by 
the Government only in the latter part of 1970. 
After that we have made all the progress. So as 
we are concerned, we have finalised it and now 
the matter is before the Cabinet for a final 
decision. And 1 hope within two months' time 
we will be able to decide one way or the other 
on this question. 

 

 
SHRI MOINUL HAQUE CHOUDHURY: 

Sir, so far as the allegation that we did not 
properly defend ourselves before the Supreme 
Court is concerned, I refute it because the best 
of the legal services were engaged and they 
tried their best. But the Supreme Court passed 
its judgment for reasons best kaown to them. I 
cannot comment about it. It is for the Supreme 
Court to pass its judgment. 

With regard to the car prices, the new prices 
have been notified on 24-1-72. But with regard 
to the Fiat Company, we understand that the 
dealers of Premier Automobile issued notices to 
their customers who purchased Fiat cars during 
the period from 1-7-70 to 15-4-71 to pay the 
differences in the prices actually paid by them 
and the price now permitted by the Supreme 
Court.    The difference in the ex-factory price 
was Rs. 1,362 after excise duty, sales tax, etc. 
and the customers are liable to pay an additional 
amount of Rs. 1,800.   This is because according 
to them they got an under taking from the 
purchasers that they woul pay the higher price 
fixed by the Suprem Court.   Some of these 
customers who receive such notices from the 
dealers sought goven ment's advice in this 
matter. We have  referre this matter to the Law 
Ministry,   Till we re 
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ceive the advice from the Law Ministry, it will 
be difficult for me to say whal advice we will 
give to these people. 

SHRI THILLAI VILLALAN: There are 
general complaints among the purchasers of 
Fiat Sedan cars at Madras during the last six 
months that their machines are defective and 
they are giving trouble even from the dale of 
purchase. I would like to know from the hon. 
Minister whether any specific complaint from 
that area has been received by the government 
and if so what action has been taken on the 
complaint. 

SHRI MOINUL HAQUE CHOUDHURY: 
I would not be able to say anything about 
specific complaints without looking into the 
(ile. But we have been receiving complaint; 
against Fiat and Ambassador cars—more about 
Ambassador and slightly less against Fiat. In 
every case we have been holding enquiries and 
from time to time our officers have been 
visiting the area and trying to set right the 
defects. 

SHRIBABUBHAIM.CHINAI: The hon. 
Minister said that due to the Supreme Court 
judgment, government had no alternative but to 
increase the car prices. This is a very bad 
precedent, if the Supreme Court has to fix the 
price of certain thing. There is not only car, but 
there are hundreds of consumer items for which 
prices have to be fixed. Will government come 
before the House and give an assurance that on 
economic policies the Supreme Court will not 
interfere with the decisions of the government? 
Secondly, in order to reduce the cost, is the hon. 
Minister thinking of having a holding company 
so for as manufacture of cars is concerned? 

SHRI MOINUL HAQUE CHOUDHURY: I 
have already said that we are very unhappy— I 
once again repeat that—with this judgment of 
the Supreme Court which has far-reaching effect 
on the powers of the government to fix Fair 
prices on commodities, not only cars. Unless 
and until price fixation is made non-justiciable, 
we have no other way to get out of it. As I said 
earlie'r—and again I reiterate that—government 
is examining in consultation with du Law 
Ministry the question of bringing forward some 
legislation in tbe matter. 

SHRi BABUBHA1 M. CHINAI: Sir, he has 
not replied to the second part of my question, 
the question about the holding company. 

SHRI MOINUL HAQUL CHOUDHURY: 
Sir, I do not know how it arises with regard to 
the public sector projects. 

MR.   CHAIRMAN:   All    right.       Mr. 
Rajaarain. 

 
SHRI MOINUL HAQUE CHOUDHURY: 

Sir, so far as the price is concerned, that has 
been fixed by the Supreme Court and they have 
given the reasons in their judgment. Now, our 
view has not been accepted by the Supreme 
Court and I cannot speak for ihe Supreme Court 
here as to why they should have a particular 
price to be given to the manufacturer. So far as 
M/s. Maruti Company is concerned, they have 
not yet produced their car and what would be 
their price I do not know as yet. 

MR. CHAIRMAN: Yes, the next question. 
We have taken twenty miuntes for this question. 

DR. BHAI MAHAVIR:   Sir, I want to put 
a very brief question. 

MR. CHAIRMAN:   No, please. 

DR. BHAI MAHAVIR: Only a very brief 
question, Sir. 

SHRI JOACHIM ALVA: Sir, I want to put 
a very important question. Please give me also 
some time. 

MR. CHAIRMAN: You do not want any 
other question to be taken up ? Does the House 
want that we should continue with this question 
? 

SHRI    JAISUKHLAL    HATHI:   Sir,   1 
want to put a very brief question . There was a 
I recommendation that for quality control, the 
I automobile experts of the DGTD should ins- 
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pect ihe factory at the stage of production itself.  
Has that been done or it is being done? 

SHRI MOINUL HAQUE CHOUDHURY:   
That is being done, Sir. 

SHRI M. SRINIVASA REDDY: Sir, the 
modlu of the car has not changed for the last 
eight years or so. But the maintenance cost 
which was Rs. 500/- or so earlier has come to 
Rs. .1,0007- due to deterioration of the quality. 
That arc the various steps taken by the Govern-
ment improve the quality of the cars.? 

SHRI MOINUL HAQUE CHOUDHURY. 
Sir, as I have said, we have given statutory 
directions about the improvement of the quality 
of (he cstrs. We have pointed out to the 
manufacturers, paricularly the Hindustan 
Motors, as to what the defects are and what the 
things are that they are to do to improve and we 
have also told them that if they do not carry out 
those directions of ours, then, we will prosecute 
them for every violation as soon as it comes to 
our notice. 

SHRI JOACHIM ALVA: Sir, we are aware 
that the Government is doing everything for the 
people. But there are various difficulties. The 
Supreme Court decides at one time in favour of 
the princess and at another time in favour of the 
big business as in the case of the cars. 1 do not 
know how long we are going to move from one 
department to another in the matter of 
producing a car, whether in the private sector or 
the public sector. Why don't you hurry up and 
let them produce a car as soon as possible? 

SHRI MOINUL HAQUE CHOUDHURY: 
Sir, I fully share the anxiety of the hon. 
Member. As I said, Sir, it was only in the latter 
part of 1970 that this decision was taken and 
thereafter, we had to make a study of the vari-
ous models, had the prototype brought to India, 
had to get the road test done and find out the 
details about the model which we should take 
up. Ultimately, we have decided upon the 
model. So far as my Ministry is concerned, we 
have come to the decision as to which model we 
should recommend and which kind of car we 
should produce. Now, the matter has gone to the 
Government as a whole for a decision and as I 
said yesterday in the Lok Sabha, I repeat that I 
hope that within two n in th ' s  time the 
Government will be able to announce its final 
decision in the matter, 

MR. CHAIRMAN: The next question, 
please. 

DR. BHAI MAHAVIR:   Sir, I want to put 
a question. 

MR. CHAIRMAN: We have taken five 
more minutes now. 

DR. BHAI MAHAVIR: Sir, I was instru-
mjntal in requesting you to give some more 
time. 

MR. CHAIRMAN: All right. Only a very 
brief question. 

DR. BHAI MAHAVIR: Sir, as has been 
given in the statement, the piice increase sanc-
tioned by the Supreme Court is only Rs. 259 
whjreas the customers are being asked to pay 
about Rs. 1,800. I would like to know whether 
it is not a fact that the gap between the two is 
composed of excise duties and sales tax only 
and, if the Government interested in restraining 
the price rise, whether the Government would 
reconsider the question of this heavy excise 
duty which is more than five times the rise 
sanctioned by the Supreme Court? Will the 
Government review this and reduce it  ? 

SHRl MOINUL HAQUE CHOUDHURY: 
There seems to be some misconception. The 
original price was fixed by the Government on 
21-9-69. Thereafter, when the matter was 
Pending befote the Supreme Court, the Supreme 
Court directed that a judge should go into the 
question of the price. And Mr. Surju Prasad, a 
retired judge, went into the question of prices 
and suggested certain price, which was accepted 
by the Supreme Court as an interim price, and 
then the final judgment was given, as a result of 
which there has been certain increase. My hon. 
friend was referring to the same amount. That is 
as a result of the final judgment. But there had 
already been an increase as a result of the 
interim report given by Shri Surju Prasad under 
the aegis of the Supreme Court itself. Under its 
order he was appointed. Now, there is of course 
an incidence of excise and other taxes. 

DR. BHAI MAHAVIR: What is the ratio 
between the price rise sanctioned by the Sup-
reme Court and the actual price rise for the 
purchaser? 
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MR. CHAIRMAN: Kindly, complete your 
answer.   .   . 

(Interruption';) 

DR. BHAI MAHAVIR:   He was conti-
nuing, but he just stopped there.   .   . 

MR.   CHAIRMAN:   The   question   has 
been thrashed out.  Can you add anything? 

SHRI MOINUL HAQUE CHOUDHURY: 
I cannot. 

MR. CHAIRMAN:   Next question. 

MR. ROBERT MCNAMARA'S VISIT TO 
NEW DELHI 

*62. SHRI S. G. SARDESAI: SHRIS. 
KUMARAN: SHRI 
SASANKASEKHAR 

SANYAL:f SHRI 
MONORANJAN ROY 

Will the PRIME MINISTER be pleased to 
stale: 

(a) whether the World Bank President Mr. 
Robert M.cNamara met her during his recent 
vis.it to New Etelhi,; 

(b) if so, what were ihe subjects discussed at 
this meeting; ar.d 

(c) what, was the outcome thereof? 

THE MINISTER OF STATE IN THE 
MINISTRY OF HOME AFFAIRS (SHRI 1^. 
£. JANI!):   <*) Yes, Sir. 

0»)aad (c). K was primarily a courtesy call 
in the course of which there was general ex-
change of views. 

SHRl SASANKASEKHAR SANYAL: Will 
the hon. Minister be pleased to state whether in 
the course of this talk there was aoy reference 
to the question of nationalizing foreign banks ? 

SHRI K. C. PANT:   No, Sir. 

MR.  CHAIRMAN:   Mr.  Kulkarni. 
  
 " The question was actually asked on the 

floor of tne House by Shri Sasankasekhar 
Sanyal. 

SHRI A. G. KULKARNI: May I know 
whether it is a fact, as reported in the Press, that 
the World Bank people have suggested that the 
aid should not be utlized for the gap in 
domestic savings?. 

SHRI K. C. PANT: Sir, in the course of the 
discussions with the Prime Minister, to which 
this question relates, there was a general 
exchange of courtesies and some general ques-
tions were discussed, and these matters of 
details were discussed, if at all, with other 
Ministries, not with the Prime Minister. 

MR. CHAIRMAN:   Mr. Parthasarathy. 

SHRl R. T. PARTHASARATHY: I would 
like to know whelher the World Bank President 
assured the Prime Minister that the same norms, 
would be applied to India, iving a developing, 
country, as are applied to oiher J."eloping 
countries, with reference to the World Bank 
aki? 

SHRl K. C. PANT: This matter was also 
not discussed. 

MR. CHAIRMAN: Mr. Niren Ghosh. Last 
question. 

SHRI NIREN GHOSH: Sir, I would like to 
know whether the World Bank is dominated by 
the United States of America? If so, are its 
policies determined mainly by the United States 
Government? Then, does the Government 
consider it an aid giving bank or it is a bank 
which makes profit and drains out wealth from 
the country? If that is so, does the Government 
consider that there should be a moratorium on 
the debt payments or some sort of attitude is 
taken so that the export of profits from 
American sources in India should be put a stop 
to? 

SHRI K. C. PANT: Sir, the United States is 
the largest stock-holder of the World Bank with 
6350 million, Dollars, followed by the U.K., 
Germany, France and Japan. India is the sixth 
largest stock-holder in the World Bank and its 
subscription to the capital stock is 900 million 
Dollars. Therefore, Sir, we are also stock-
holders in the Bank, and we accept loans from 
the World Bank—there is no question of aid or 
assistance—where it suits us. 

j In order to promote our own development 
projects, the money has gone into Railways. 

| industrial  development,  steel,  power,  ports, 


