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SHRI R. S. KHANDEKAR (Madhya 

Pradesh): Madam Deputy Chairman, It is a 
very small Bill, but at the same time it is a 
very important Bill. There 

are no two opinions about the objects and 
reasons for this Bill and I do not think 
anybody in this House or in the other House 
will disagree with the motive of the 
Government in bringing forward this Bill 
before Parliament. I come from a place which 
is religious, which is important, which is 
ancient and which has also a shrine and 1 
know the various sorts of things that take 
place in the name of God, in the name of 
religion and in the name of giving solace or 
giving heaven to the pilgrims by pandas, 
persons who sit on a platform either on the 
banks of a river or in the temple at such 
places. I come from Ujjain and it is also a 
holy place. There are so many things that 
happen there. There is need ta control all 
these things. Poor people come from far and 
near, from all parts of the country, even from 
outside. They come with their religious 
feelings. 

THE DEPUTY CHAIRMAN: It is one 
o'clock now. You may continue on another 
day. The House stands adjourned till 2.30 
P.M. 

The  House  then  adjourned for 
lunch at one of the clock. 

The House reassembled after lunch at half-
past two of the clock, THE VICE-CHAIRMAN 
(SHRIMATI JAHANAHA JAIPAL SINGH) in the 
Chair. 

MOTION RE REPORT OF THB 
DEVELOPMENT COUNCIL FOR 
AUTOMOBILES, AUTOMOBILE 

ANCILLARIES AND TRANSPORT 
VEHICLE INDUSTRIES. 

SHRI KRISHNA CHANDRA (Uttar 
Pradesh): Madam, I beg to move the 
following motion: 

"That the Annual Report of the 
Development Council for Automobiles, 
Automobile Ancillaries and Transport 
Vehicle Industries for the year ending the 
31st March, 1962, laid on the Table of the 
Rajya Sabha on the 25th February, 1963, be 
taken into consideration." 
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Sub-committee on 'Study of tha Cost of 
different vehicles and makes under 
production indigenously*. 

Sub-committee on 'Research, Testing and 
Quality Control'. 

Sub-committee on 'Standardization and 
Assessing of Demand of Raw Materials'. 

Sub-committee on 'Collection of Statistics on 
Import, Production, etc. of the different auto-
mobile components both in the organised and 
small scale sectors*. 

Sub-committee on *Requirement of 
Technical Personnel'. 

 

 



731    Report of Development    [21 NOV. 1983]    Automobile Ancillaries       -732 
Council for Automobiles, & Transport Vehicle Industries 

 



•733   Report of Development    [ RAJYA SABHA ]    Automobile. Ancillaries       734 
Council for Automobiles, & Transport Vehicle Industries 

 



735    Report oj Development    [ 21 NOV.  1963 ]    Automobile Ancillaries        736 
Council for Automobiles, & Transport Vehicle Industries 

 



737     Report at Development   (RAJYASABHA]   Automobile. Ancillafies    738 
Council for Automobiles, & Transport Vehicle Industries 

 



739    Report of Development    [ 21 NOV. 1963 ]    Automobile Ancillaries      740 
Council for Automobiles, & Transport Vehicle Industries 

 

 
The question teas proposed. 

SHRI DAHYABHAI V. PATEL 
(Gujarat): Madam, the House would be 
grateful to the mover of the motion for 
taking the initiative and bringing forward 
this very important subject for discussion 
before the House. You will excuse me, 
Madam, if I stray a little from the object 
of the motion, the report of the 
Development Council, because the mover 
of the motion 



 

[Shri Dahyabhai V. Patel.] has moved 
the motion in such a way that he has 
gone far beyond the scope of this report 
alone. So, if I make a few remarks on 
those lines, I hope you will be indulgent 
to me. However, I shall try to stick to the 
time limit and try to be relevant as far as 
possible on this subject. 

The Council appointed by the Gov-
ernment, to my mind, has done very 
useful work. The twelve thousand odd 
rupees that the Council spent at least did 
one thing. They dispelled the Krishna 
Menon notion of the small car. The 
economy invited by the Government of 
India to this country, called the 
"Moonshine madness', has been dinned 
into experts and the Government have 
finally accepted this proposal. At least 
that one object has been served. 
Simultaneously I should like to draw the 
attention of this House and the country to 
what that has cost us. 
The automobile industry js a very 

necessary   thing  for   any  progressive 
country.    We  know,   Madam,   in   the 
West there has been tremendous progress   
by  certain  countries,   countries that build 
up their automobile industry first.   Take 
the case of the United States or Germany.    
These countries did not have a vast empire 
that the British had.    The British also had 
an automobile industry and    their    pro-
tected  markets  and  the empire  that 
enabled them to build up a large industry.   
In fact, I would say that in free competition 
in quality what the Americans and the 
Germans gave us was decidedly superior.    
What America gives to us in    the    matter    
of automobile industry, I would submit, is 
more suited to this country because of a 
few things that are very similar, namely, a 
vast country, vast distances and dimensions 
also.   The importance of automobile 
industry for a country which has to build 
up its agriculture can be imagined.   
Agriculture, if it is supported by  a properly 
built  auto-  | mobile industry,  can  
increase.    I do not believe that the type of 
agriculture that we want or the progress 
and high production In agriculture that we 

want is going to come by distributing an 
acre or 1£ acre to every peasant or every 
soul in this country. Agriculture is going 
to give us more production if it is in the 
hands of the people who know 
agriculture, if it is in the hands cf the 
people who can produce more with the 
use of mechanical cultivation . . . 

THE MINISTER OF STEEL, MINES 
AND HEAVY ENGINEERING (SHRI C. 
SUBHAMANIAM) : I suppose this it near 
relevancy. 

SHRI DAHYABHAI V. PATEL:     If 
the hon. Minister is a little patient, he will 
understand. I was completing the 
sentence and he would have understood. 
Mechanical cultivation depends on 
automobile industry. Any agricultural 
instrument which is to be propelled by a 
machine is something like automobile 
industry, and higher production in 
agriculture can come only if a machine-
propelled instrument, plough or truck is 
used for the very simple reason that a 
bullock-plough can plough only a tew 
inchet into the soil while a plough that 1* 
driven or pulled by a machine can go 8", 
10", 12" or 15y'. It will turn the soil over. 
The soil that is underneath will come up 
and the result will be much better. 

Similar is the case with defence. Our 
defence depends very much on our 
automobile industry. We would have 
built up defensive or offensive machinery 
if we had built up an automobile industry. 
The tanks, the fast moving machines, the 
aeroplane* these are all offshoots of the 
automobile industry. We were lacking in 
this because we were tampering, we were 
playing with what was there and misusing 
it. We were producing bath tubs and 
coffee percolators. 

SHRI M. P. BHARGAVA; (Uttw 
Pradesh):    Old story. 

SHRI DAHYABHAI V. PATEL: Ii our 
ordnance factories we were producing, 
rather supposed to be producing 
Shaktiman trucks, in our prototype 
machine tools factories.   We ln- 
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vested crores of rupees in factories which 
were supposed to give us prototype 
machine tools, machine tools that would 
enable this country to make rapid 
progress in the production of machines 
which would have been useful for 
building up small industries, ancillary 
industries all over. But we were fooling 
about with them. Some parts were 
manufactured near Bombay, Ambernath. 
Some were manufactured at Jabalpur, 
some at some other place and they were 
transported all this distance and 
assembled along with a very large 
component of imported parts into 
Shaktiman trucks. The economist who 
came and told us that the small car was 
"moonshine madness", if he had seen 
this, I am sure, he would have used a 
slightly stronger language in the case of 
these Shaktiman trucks. 

We have gone wrong because our 
approach to the whole thing was wrong. 
The approach was that we have to 
produce everything. And who is going to 
produce? Government is going to 
produce. The whole approach is wrong. 
The idea of Government producing 
everything!—whether it is the small car 
or the Shaktiman truck, whether it is 
useful or not and without thinking as to 
what it is going to cost—is a very wrong 
idea. And we are paying for it today. We 
were caught unprepared when the 
Chinese came. I am glad the Government 
have sat up and started scratching their 
head but I do not think that, if proper 
advice had been taken, it would have 
been necessary for a report like this. 
Madam, I happened to be on this 
Committee for a short period representing 
the Western India Automobile 
Association of Bombay as a consumer 
and I have no complaints at all of the type 
that our friend, Mr. Krishna Chandra, 
made. He says that the composition of the 
Committee was of people who were 
interested in the manufacture of cars. 
Whom else did he think that this 
Committee will be made of? When you 
are discussing the question of the 
progress of   the 

automobile industry, the development of 
the automobile industry, whom did he 
expect to be on the Committee? Did he 
expect this Committee to be made up of 
peasants or barbers? Whom did he 
expect? 

SHRI AKBAR ALI KHAN (Andhra 
Pradesh):    Experts. * 

SHRI DAHYABHAI V. PATEL: Who 
are the experts? I think those wfae have 
personal and practical knowledge are the 
experts and in this country where do we 
get them, except those people who are in 
the industry? Otherwise what do they eat? 
If they are not in the industry where ar« 
they employed? It is only when they took 
the advice of the people who are not in 
the industry and who gave advice to 
please Mr. Krishna Menon that we get 
these reports. After all Government 
officials are Government officials. If you 
have Mr. Morarji Desai as the Finance 
Minister you get the Budget that we got 
this year. If we get a practical man who 
understands the business, he will try to 
correct the mistakes. Perhaps if we have 
to start on a clean slate he would have to 
clean many of these things and thk 
Government's Augean stables need to be 
cleaned very much not only in the matter 
of automobile industry but in the whole 
outlook on finance, the whole outlook on 
industry. 

This Committee has pointed out in very 
clear words that the progress of the 
automobile industry is not taking place 
because of high taxation. Thirty per cent, 
of anything that you take goes as tax; not 
only the automobile, but the oil that you 
purchase, the tyre, in everything thirty per 
cent, is tax. How can this country 
progress when there is such oppressive 
taxation? How can you have any industry 
develop in this country without 
competition? Progress can come only 
with free enterprise. If you do not want 
completely free enterprise, I am not 
against regulation of industry. Up te an 
extent we should but It is only 
competition that Is going to give yo» 
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prices and the function of the Government 
should be  to assist,  not to restrict, 
industry.   If you read any text-book on 
automobile industry the first  thing you 
will learn is  that    a ■ingle   unit  
producing  not   less   than 50,000 cars 
annually can only function efficiently.    A   
unit  producing   50,000 cars annually can 
slash its prices by 15 to 30 per cent, if it is 
allowed to raise its capacity to  one lakh.    
But here we  are thinking in    terms    of 
5,000 and 10,000.   There is the whole 
market of Asia before us.   If we had 
tackled  the  problem properly,  if we had 
taken the bull by the horns as they say, 
and started to build an industry and push it 
further we could have made very good 
progress. When Mr. Krishnamachari was 
the Minister in-charge of industry jn 1952 
I happened to  be  the  President  of    the 
Automobile Association    in    Bombay 
and he promised protection and support to 
the automobile industry and he said that in 
five years we shall have automobiles 
produced    in   this country, very nearly 
100    per   cent Well, we have come to it 
after ten years, or near to it. ~~ 

SHRI C. D. PANDE: II is 80 per cent. 
now. 

SHRI DAHYABHAI V. PATEL: But 
one of the producers of automobiles said 
that he would be able to slash the car 
price by Rs. 1,000 if the Government did 
not make so much'difficulties for him for 
importing machinery. Just as the 
Government is following a policy of 
giving incentives to exporters in the 
matter of cloth, art silk and so many other 
things, why don't they give incentive to 
the producers of automobiles? Tell them, 
you will get this machinery if you want it 
but export so many cars and get it. The 
Government should assist them to do it—
not merely tell them— as they are doing 
in the matter of cloth exporters  and other 
exporters. 

Cloth is sold in this country at a very 
high price. In some of the foreign 
markets we are selling it even 

cheaper. Why? To keep the mills going. 
Besides they have not only well-
organised industry but they have well-
organised labour unions who have 
representatives right in the Cabinet of this 
country. That not being the case of the 
automobile industry I submit very 
humbly that the problem, is not 
understood properly. There was a strike 
in Bombay and the factory remained 
closed for three months. Would this have 
happened im the textile industry? If such 
a thing happens in the textile industry the 
Government immediately steps in and 
prevents this. That is why production 
goes down in this automobile industry. 

SHRI S. CHANNA REDDY (Andhra 
Pradesh): Even in the textile industry it 
happens. 

SHRI DAHYABHAI V. PATEL: May 
be in very small units but not in Bombay 
or Ahmedabad or in places where there 
are large units. One stray unit in a corner 
of the country does not matter compared 
to the overall picture of the industry. 
Well, we have heard that about one half 
of the automobiles manufactured in 
India— not only small cars but trucks 
also— goes to Government and if you 
please, to defence. The Committee, from 
what I know, has taken a lot of trouble 
but perhaps the Report could have been 
expedited. But when you have so many 
people from so many places all over the 
country and so many officials, if you 
please perhaps it was not possible to do 
the work quicker than what has been 
done. Besides it meant putting the policy 
of Government completely in a different 
direction. The Government seemed to be 
mad on that idea of the small car, cost 
what it may and they had to reverse that 
policy in spite of repeated statements of 
Government that they were going to go 
ahead and that they were going to do this 
and that whatever happened. It was very 
difficult to swallow that and say, no, we 
made a mistake. So they appointed this 
Council. Well, I am glad the mistake has 
been corrected and I hope more 



 

■Mistakes will be corrected in future so 
that the industry, a very vital industry, an 
industry which is very necessary to this 
country may progress. 

There is a paragraph on the import of 
spare parts.    I would very much Jike to see 
spare parts being made in ■this  country  in    
larger    and    larger numbers.   I do not 
know whether Mr. Krishna Chandra,  the 
mover of the motion, knows there are many 
factories, small-scale  units,     which    have 
started making parts for automobiles. If he is 
using a car and if he tries to buy some parts 
he will know that there are so many parts 
which do not require a specialised team or 
specialised finishing and    they    are    
being manufactured and sold in these small 
garages  by  those  people  who  repair the 
cars.    We want that to be done on a larger 
scale. 

SHRI A. M. TARIQ (Jammu and 
Kashmir): But does the hon. Member 
know the difference between the 
controlled price and the price at which 
they are being sold in the country? A part 
costing Re. 1-8-0 is not available even for 
Rs. 8. 

SHRI DAHYABHAI V. PATEL: I 
agree with you. I am not quarrelling with 
that. But that happens when the economy 
is controlled in this manner. Prices will 
go down only if you have competition, if 
you encourage more and more 
production. Now, in the matter of these 
parts, I would like to draw the attention of 
the Government and of our much-
travelled Ministers to one thing. 

I had occasion to go to Germany once 
many years ago. I think it was in 1954. 
That was the time when Germany was 
building up. For that what did they use 
and how did they use? They used some of 
the villages which were enclosed gun 
encampments for making automobile 
parts. In many small settlements they 
were winding armatures for some of their 
best cars. Their "Mercedes Benz" cars 
have got parts made in some of 

these small   places,    small   villages. Have 
we used any of our refugee settlements for 
doing anything of this kind?    I am sure our 
Ministers have gone there because they told 
me so. The representatives    of the    
Government of Germany and    the    factory 
people told me, so many of your Ministers 
have come and we have showed   them  this.   
I  can  give  you    the name of one such 
place as an example, Espelcamp is the name 
of one of the villages or settlements that were 
built up and 30 per cent, of the people  here   
were    destitutes,    refugees who had come 
from across tht border. They were people 
coming from outside  Germany and they  
built  up    a unit  there   and  what  was   that   
unit doing?    That unit was supplying im-
portant parts to the "Mercedes Benz." They 
were winding armatures.    Have we ever 
thought in terms of rehabilitating  our  
refugees    by    providing them  an  industry  
of  this type    and making their lives useful 
and useful to our  country?    We    are    
thinking only in terms of doles and doles and 
if this country starts from the begn-ning to 
live on and to l'ook for doles all the time, 
when are we going   to stand up?   It is that 
outlook that has made us look for doles from 
all over the world . . . 

{Interruptions) 

SHRI A.  M.  TARIQ:     You did not 
allow Mr. Krishna Menon . . . 

(.Interruptions) 

SHRI DAHYABHAI V. PATEL:   On the 
question of automobile parts and imports, I 
would like to have a little more  
information from  the Minister. I 
understand that there is a lot    of argument 
in the Ministry, of late   of persons  of  
Indian  origin  who    have settled down in 
some of the African countries, particularly 
in East Africa, who want to come back with 
all their moneys and some of them are 
people, who deal in automobiles    and    
their I   parts.    I believe some sort of nego-
t;ations are going on with them    to I   
which they are being allowed to bring 
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these parts. I would like to have some more 
information as to the policy governing this. 
Will the Government allow them to bring all 
what they have, lock, stock and barrel—I 
think that is their demand—whereas most of 
them are being told that they would be 
allowed to get only a portion of it, what 
portion the Government considers useful and 
the rest they will not be able to get. If they are 
going to come to this country lock, stock and 
barrel, with all this and they are going to 
invest all this in industries in this country, 
how could they come away leaving out a 
substantial portion that they have got? Has the 
Government thought of this problem in this 
way or is it the attitude of the Government 
that we do not want to think of the troubles of 
these people of Indian origin as once the 
Prime Minister said in this House? 

Two or three years ago I had asked when 
this trouble started, 'Is the Government of 
India aware of the difficulties of the people of 
Indian origin who are residing in East Africa 
and how uneasy they feel because of the 
trouble in some of these places, particularly in 
the Congo?' The Prime Minister got up before 
the Deputy Minister could say anything and 
just one word I got *No'. I hope the 
Government has reconsidered this situation 
and has taken, in a reasonable frame of mind, 
a little more compassionate attitude. When we 
think of the troubles of all people all over the 
world, will we not think a little of the people 
who are of Indian origin and when they want 
to come back to the mother country and want 
to bring with them what they have earned? 
Perhaps a little more sympathetic treatment to 
them is deemed proper. 

SHRI C. SUBRAMANIAM: I am sorry to 
interrupt the hon. Member. There should be at 
least some remote relevancy to the subject 
which is being discussed. 

SHRI DAHYABHAI V. PATEL:    I 
was  dealing  with  automobile  parts. 

THE VICE-CHAIRMAN (SHRIMATI 
JAHANARA JAIPAL SINGH) : Please finish in the 
next five minutes. 

SHRI DAHYABHAI V. PATEL: The 
recommendations have been summed up. 
Only perhaps the order that I would put is not 
there. Recommendation (viii) says that one of 
the yardsticks of a nation's progress is 
economic and efficient road transport. Perhaps 
I would put it first. Otherwise I am in 
agreement with the recommendations of the 
Council. I also welcome the suggestion for the 
formation of a Central Council. Only I hope 
the Government will give due representation 
to the two Houses of Parliament that represent 
public opinion in the country and will not 
pack it only by officials who are to adjust 
their views according to the views of the 
Minister or the principal Minister that holds 
sway in the Cabinet. 

A very important point has been raised 
about the left-hand system of driving in India. 
If this country is to really change the mode of 
driving and fall in line with what is the 
practice all over the country, a beginning has 
to be made early and the earlier the better, 
otherwise it is going to involve us in a lot of 
expenditure. There is a mention also of the 
law of hire-purchase. Free enterprise 
progresses with a little freedom and if those 
countries where hire-purchase is allowed on a 
large scale have progressed, if industry has 
progressed faster in those countries, perhaps 
such a system is useful. I do not say that there 
may not be any safeguards. Safeguards  are 
necessary. 

There is a reference to garage equipment 
but I would say even before garage equipment 
a very necessary thing is good roads that we 
lack very much in this country. The progress 
of the automobile industry will be retarded if 
we do not have good roads. The use and 
maintenance of an  automobile becomes more 
expen- 



 

sive if there is lack of good roads, I 
would draw the attention to the condition 
or roads in a very small country at the 
foot of this big continent, Ceylon. Look 
at the roads there and look at what we 
call roads in this country.    Thank you. 

SHRI SURESH J. DESAI (Gujarat): 
Madam before I offer my remarks on the 
Report of the Development Council, I 
w«wki like to say that this Report is 
rather an old one for the year ended on 
31st March 1962 and the conditions have 
much changed during the last 1£ years 
since the Report was submitted. 
Especially after the emergency, the 
conditions in the automobile industry 
have changed to a very jonsiderable 
extent but still, this being the first Report 
of this Development Council, we have to 
give sufficient importance because the 
problems mnderlying the industry still 
continue to a great extent to be the same. 
[THE DEPUTY CHAIRMAN in the Chair] 

This Development Council consists of 
people who are interested in the 
automobile industry and ancillary 
industries and the distributors and 
consumers and one illustrious Member of 
this House is also a Member of this 
Council, who spoke on this matter just 
now. So, this is not a standing committee 
but an advisory committee of a sort and 
the work which the Council has done 
during the short period of one year is 
quite commendable and I am very happy 
to note that the Council has really done 
good work in this period of one year. 
They met three times and they appointed 
various subcommittees also. The sub-
committees are also very useful sub-
committees, for instance, there is a sub-
committee on "Study of the Cost of 
different vehicles and makes under 
production indigenously". There is a sub-
committee on 'Standardisation and 
Assessing of Demand of Raw materials" 
which also met and there is a third 
committee which met once and it is the 
sub-committee on 'Collection of 
Statistics on Import, Production, etc. of 
the different automobile components 
both is the organised 

and small scale sectors'. Two sub-
committees did not meet but the Council 
appointed another sub-committee to 
study the 'Preliminary Report on 
Transport Policy and Co-ordination'. 
That sub-committee met three times. 

On the whole, this Council has done 
very useful work and the recommerw 
dations also seem to be very reasonable 
and very sound ones. I would refer 
particularly to the first subcommittee on 
'Study of the Cost of different vehicles 
and makes under production 
indigenously'. That is about the price of 
the vehicles manufactured in the country. 
I would submit Madam, that much 
ignorant comment is going round the 
country about the price of cars 
manufactured in this country. First of all 
the prices are fixed by the Government 
after proper cost accounting. Every pie is 
accounted for, every item is taken into 
consideration and then after due cost ac-
counting, the costs are fixed by the 
Government. There are not the prices of 
the manufacturers but these are the prices 
fixed by the Government for each 
vehicle, whether it is "Ambassador" car 
or "Fiat" or "Standard and these prices 
have to be adhered to. 

Secondly 70 per cent, of the materials 
and components are obtained by the 
manufacturers from the country from 
other dealers, whether they are tyres or 
radiators or other components. The prices 
of these components and materials are not 
regulated. These radiator dealers are free 
to sell the radiators at whatever price they 
like. So the prices of these components 
and of these materials are not regulated 
and the manufacturers have to pay 
whatever price is asked for. Certainly 
they go to increase the cost of the 
manufactured article. This question is 
very often posed: Our "Ambassador" cars 
cost so much, whereas the "Morris" or 
"Austin" cars manufactured in England 
cost so much less. Or they say that "Fiat" 
cars manufactured in India cost so much 
whereas those made in Italy cost much 
less.    This   I submit is an absolutely 
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[Shri Suresh J. Desai.] 
ignorant question or comment. First of 
all, the total production of the automobile 
industry in India, the total number of 
automobiles made in India is only about 
11,000. "Ambassador" cars, about 7,000 
"Fiat" cars and about 4,000 or 5,000 
"Standard" cars. It is not correct to 
compare these figures with half million 
"Fiats" made in Italy or an equal number 
of "Austins" or "Morris" cars made by 
the British motor car manufacturers in 
England. 

My hon. friend, Shri Dahyabhai Patel 
mentioned something about this matter. I 
will extend this point. Two Oxford 
professors have gone into the 
development of the British automobile 
industry and they have written a book on 
the automobile industry there. It is 
available in the Parliament Library 
upstairs. These two professors have 
pointed out that if you increase the 
production from 10,000 to one lakh, there 
will be a saving of 30 per cent, in the 
cost. When you increase the production 
from 1 lakh to half a million, there will 
be a further having in the cost of 15% 
and so oh it goes increasing. But beyond 
1 million the saving in cost tapers down. 
That is the economics of the automobile 
industry. So when we manufacture about 
20,000 cars how can you compare the 
cost of our cars with the cost of cars in 
other countries where they make half a 
million cars? 

To give you an illustration, the "Ford" 
people had got a factory in Detroit in 
America. From their Dagen-han factory 
in England, they could not compete with 
the "Renault" cars in Paris, but from their 
Detroit factory in America they could 
compete with the "Renault" cars and sell 
their cars which were of the same model 
in Paris. Why was that? In Detroit, they 
were manufacturing half a million cars 
whereas in England only 40,000 cars 
were made in a year, So the whole 
economics of the industry is like that. 
The larger the production the greater is 
the saving in the coat.    These factors are    
not    often 

borne in mind. Moreover, in the caas of 
the British industry and also of the 
American industry, they have all their 
ancillary industries and all the raw 
materials available to them at home. 
They have the alloy steel, tht special steel 
and all the raw materials and so on, they 
have at home and they do not have to 
import them from any other country. But 
we have to import them. And we have 
also t« pay whatever prices are asked for 
by the ancillary industries. These pricee 
are high because our ancillary industries 
are not yet developed. The whole 
industry is, if I may say so, rather 
immature and that is why the prices go 
high. The Government alio fixes the price 
after proper cost accounting. It is not as if 
the price is fixed by the manufacturers. 
But on the whole question of the price of 
manufactured articles in this country so 
many ignorant comments are made. One 
feels that people do not know anything 
about these things and so they make 
rather amateurish comments. So when 
they ask: Why should a "Morris" car cost 
so less? I feel it is rather an infantile 
comment. The whole economics of th* 
automobile industry should be studied 
before offering any comments oa the 
prices of cars. That is what I have to 
humbly submit. 

Now, let me say a word about the 
development of the ancillary industries. 
It is a good thing that the Councils had 
gone very deeply into this question and 
they have made four good suggestions. 
They have stated it in the Report: 

"A member, who has been closely 
associated with the ancillary Industry 
has been requested to prepare a note on 
those ancillary items where production 
is sufficient both in quality and 
quantity so that after due consideration, 
the Council could recommend to the 
Government to ban import of such 
items." 

I hope this member has by now sub-
mitted his report 

753    Report of Development   [RAJYASABHA]   Automobile. Anci I lories     754 
Council for Automobiles, & Transport Vehicle industries 



 

The second recommendation is: 

"That the Established Quota for import 
of spares for older models of vehicles be 
reduced gradually and the users of such 
vehicles be made to obtain their 
requirements for such spares from local 
sources." 

is also a very commendable re-
commendation. Then they have made the 
third and fourth recommendations. but i will 
not read them for they are ah cnere in this 
Report. They are also very commendable 
recommendations and as I said, it is good that 
the Council has gone so deeply into the ques-
tion   of  ancillary  industries. 

In England and America these ancillary 
industries have developed and the big car 
manufacturers are able to depend to a large 
extent on those ancillary industries. But our 
ancillary industries have not yet developed in 
our country. They have to be developed and 
put on a proper footing and only after this is 
done, can the prices of cars be regulated and 
the quality of the cars also be regulated 
properly. Very often complaints are made 
about the quality of the cars made here. But it 
should be remembered that it is an immature 
industry yet, depending on so many factors, 
dependant on our ancillary industries which 
are still more immature. So the quality of our 
cars cannot be compared with the quality of 
cars made in America where the automobile 
industry is of 75 years standing or in England 
where a'so it is of equally long standing. We 
cannot cdmpare the qual'+v of our cars with 
those cars where they manufacture millions. 

Next, I refer to the setting up of the special 
sub-committee to study the 'Preliminary 
Report' of the Committee on Transport Policy 
and Co-ordination—(The Neogy Committee). 
They have made some very good comments 
or recommendations. One is that: 750 RSD —
6. 

"The level of taxation on Commercial 
Vehicles in India is the highest in the 
world." 

Another is that: 

"Excessive taxation is an inhibitory 
agent to adequate progress, expansion and 
development of ihe Road Transport 
Industry". 

And the third one is that: 

"Economic and efficient Road Transport 
is one of the yardsticks of a Nation's 
progress and development." 

The Report also says that: 

"Even after expansion of the Railways a 
gap of 15 million tons would be left to be 
carried by other agencies." 

That will be the gap at the end of our Third 
Five Year Plan. And this a gigantic problem 
and certainly road transport must play its own 
part in its solution. For that our road transport 
must be developed and commercial vehicles 
should ply more and more and carry more and 
more goods for the country. I would also 
point out that the rates of taxation vary from 
State to State. In all the States the taxation is 
high and in certain States it is exceptionally 
high and in certain others it is moderately 
high. The rates vary from State to State. This 
is one difficulty. 

Another difficulty faced by these vehicles is 
due to the conditions for the plying of inter-
State commercial vehicles. Commercial 
vehicles cannot ply from one State to another 
State because so many restrictions come in the 
way and this again comes in the way of the 
inter-State carriage of goods by the 
commercial vehicles. Unless these restrictions 
are removed, this carriage of goods by 
commercial vehicles cannot be developed. But 
when developed so much burden would be 
lessened from our Railways. 

755      Report of Development    [ 21 NOV.  1963 ]    Automobile Ancillaries    756 
Council for Automobiles, & Transport Vehicle Industries 



7.-7   Report of Development    [ RAJYA SABHA 1    Automobile.Auc'Maries     758 
' Council lor Automobiles. & Transport Vehicle Industries 

[Shri Suresh J. Desai.] 
Besides this, there is the restrictive policy 

on the Lssue of permits for the plying of 
commercial vehicles from State to State and 
this also, I hope this  Committee  will  
consider. 

Lastly, I will refer to the recommendation 
of the sub-committee for the formation of a 
Central body on the lines of the Inter-State 
Commerce Commission of the United States 
of America. This is what the Report says: 

"The Council felt that this matter could 
be more fruitfully pursued by the industry 
either with the aegis of the Transport 
Ministry or the Planning Commission". 

This is a very useful suggestion and I hope 
that the hon. Minister will enlighten us as to 
the steps the Government propose to take in 
this direction. 

The Development Council has further given 
a list of 135 items of ancillary industry which 
could be taken up by our small manufacturers, 
and also a list of 46 items which could be 
taken up by the Vehicle manufacturers. These 
are very useful lists and the Council should be 
congratulated for making out these lists, 
because these indicate to the smaller manu-
facturers the lines on which they can 
manufacture the ancillary products which can 
then be more useful to the bigger vehicle 
manufacturers as well. 

With these words, Madam, I compliment the 
Development Council for >od work they have 
done, and I hope that in their second report 
which will now be submitted—another year 
has already passed—we will see that they 
have done still more useful work and that 
further progress has been made.    Thank you,  
Madam. 

SHRI BHUPESH GUPTA (West Bengal): 
Madam Deputy Chairman, I am afraid I 
cannot join in this chorus of praise for the 
Development Council. The reason is obvious. 
Because this Council  is  a  packed body, 

whose main job is to justify the present state 
of affairs in the automobile industry and to 
render whatever assistance it can in order to 
pamper it. The responsibility for this in the 
final analysis lies with the Government's' 
policy in regard to the development and 
expansion of our automobile industry. In the 
first place, I should liks to point out here that 
this Council has come to the conclusion, obe-
diently naturally, that there should be no 
project of the people's car in the public sector 
and this is what the-Council says in its Report: 

"At this meeting the Council also* 
discussed the expansion programme of the 
automobile industry vis-a-vis the production 
programme of the economy car in the public 
sector during the Third Plan, It felt thai the 
introduction of a small car would adversely 
affect the existing manufacturers and it 
would serve better if the existing 
manufacturers were allowed to expand 
themselves to 'a reasonable extent to 
compete themselves in the market." 

This is exactly what Messrs. Birla Brothers 
and others of that kind have been preaching all 
these years. When the question of the people's 
car up, following the offer from a French firm, 
these industrialists or rather Birla Brothers and 
so on came out with the suggestion that as far 
as the people's car or the small car or cheap 
car—whatever it was called—was concerned, 
first of all, there was no need to undertake this 
project end secondly, if and when it was to be 
undertaken that should be left to the private 
sector, that is to say, in their hands. Now, we 
find this highly praised by Mr. Dahyabhai 
Patel of the Swatantra Party and by my es-
teemed friend from the Congress Party, 
coming out with their first support. They say 
almost verbatim the same thing. 

Therefore, that explains the outlook of this 
particular Council. What can you  expect  
from  a     Council   of  this 



 

kind? But then we must blame the 
Government) to begin with, because here we 
are mors concerned with the Government. I 
think it is one of the greatest scandals that we 
have had when the scheme or rather project 
for the manufacture of a small car was given 
up, due to the pressure of the vested interests 
in the automobile; industry. 

Today there are three concerns which 
monopolise between themselves the entire car 
production in the country, motor vehicles, 
trucks and so1 on. Up till now we do not know 
why it was done, why this project as given up, 
except that we were told that since the Plan 
was in difficulty certain raw materials would 
not be available, or that Government should 
not go in for certain additional expenditure 
and for that reason the project would not be 
accepted. Well, I do not know to what extent 
the abandonment of this project has helped the 
Third Five Year Plan. It does not seem to be 
very much out of the wood and I doubt, when 
the Government said such things, if they really 
meant it. Actually ihis was a lame excuse that 
•was given. We in this House, time and again, 
invited the attention of Par iament and the 
country that there were behind the scene 
moves on the part of Bir!as and other concerns 
in order to have the people's car scheme 
sabotaged and shelved. Ultimately it came 
true. Actually the job was done even before 
Mr. Subramaniam came into his Ministry. 
When he came, he just ce'ebrated the 
successful operation of Messrs. Birla 
Brothers. That is all. He made the formal 
announcement that the scheme had been given 
up. I think here of course. Mr. Dahyabhai 
Patel would totally disagree with us because 
somehow or other he thinks that the present 
arrangement   is   the  best   one. 

SHRI DAHYABHAI V.  PATEL:   No 
SHRI BHUPESH GUPTA: The pri-vite 

sector arrangement is good and the small car 
business in the public sector should be given 
up. The pub- 

lic sector has become Mr. Patel's nightmare.   
I do not know why. 

SHRI LOKANATH MISRA  (Orissa): The 
private sector is your nightmare. 

SHRI BHUPESH GUPTA: I do not know 
why. I think we should have reformulated our 
automobile mana-facturing policy and this 
should have been done along the following 
lines. As far as cars are concerned, we should 
have put emphasis on small cars being 
manufactured, as far as possible, in the public 
sector. There should have been public sector 
enterprises to turn out small cars. Here two 
principles are involved. One is cutting the 
consumption or restricting the luxurious 
consumption on the part of those who use 
cars, that is to say, we should have compelled 
everyone, inc'uding Mr. G. D. Birla, to drive 
in the country in a small car. He should not be 
allowed to manufacture big cars on the one 
hand and on the other he should not be 
allowed to import all such big cars from 
abroad. Secondly, the manufacture of small 
cars would have been a saving to our country. 
In the long run it would have been a saving to 
our economy. Besides, these cars would have 
been available to a larger section of the 
people, that is to say. would have been 
brought within the reach of a wider range of 
users of motor cars and so on. Today there is 
nothing of this sort. We see that we are more 
or less stick;ng to the old policy that was 
formulated when we did not have a clear 
perspective as to how we shou'd set about the 
development and exnansion of this partic^ar 
industrv. Neither we had a clear social objec-
tive, nor we had a proper understanding of the 
relation n* this industry to the other aspects of 
our economv. 

As far as trucks and other commercial 
vehicles are concerned, we could have left 
these to be manufactured by Hindustan 
Motors and other concerns— not *hat the 
rjubH" sector should not have undertaken it. 
but I think that with a little change or 
expansion    of 
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is possible to manufacture these in larger 
numbers or shall we say, we can' have a larger 
turnout of commercial vehicles. That is how 
the matter should have been arranged and I do 
not know why this was not done. 

• 
Now, coming to the Three Musketeers of the 

automobile industry who control the industry 
as a whole and to whom the Government is so 
beautifully obedient, I should like to say they 
are making enormous profits. It is pointless to 
tell us that the price is fixed by the 
Government. Of course, the price is fixed by 
the Government formally, just as the 
Government allows them to function and 
retain their monopolistic grip over this 
industry. But we have reasons to believe from 
the union sources and others who have some 
knowledge of the matter that the prices are 
exorbitantly fixed. Now, as far as the books 
are concerned, it is posible for them to 
manipulate Books of accounts in order to get 
the Government to accept their figures and not 
the figures which should have been otherwise 
acceptable if this industry were in the public 
sector. 

Therefore, what is needed today is a 
searching enquiry into the cost structure of 
these three concerns, notably Hindustan 
Motors, and we should associate not 
industrialists but others, trade union 
representatives, economi-ists and other 
experts. If necessary, experts should be 
brought from countries where you do not have 
capi-ta'ists, in order to see whether the present 
cost structure is right. This is very, very 
important. If you ask me, how do you say' 
that, I am not in a position to give facts and 
figures. It requires technical knowledge, 
technical study and technical evaluation. But it 
is common knowledge todav that the prices 
are fixed very highi Not onlv that. Recentlv, 
Hindustan Motors have been eiven a nnVf, 
rise. That, is a'so another complaint    on    our    
part.    Therefore,     I 

think that in this respect they are made to 
make some extra profits. Now, if the 
monopoly is in their hands, the Government 
cannot but plead helplessness in the matter. 
Suppose today we say that the prices are to be 
brought down. Three of these gentlemen 
combined, three of these concerns combined 
would come with the suggestion, "No, we will 
not accept it, we shall stop production". The 
Government will have to submit to them 
unless of course you have the policy of 
nationalisation in this matter, unless you take 
over the industries under the Industries 
Development Act or some other suitable mea-
sure. Government will have to obey them. 
This is how they view at least this matter. 
Therefore, the price is the dictated price. This 
is what I say. Dictated price does not cease to 
be dictated price simply because Government 
is made to put its seal or stamp on it. 

Madam Deputy Chairman, then we find that 
many new Hindustan "Ambassador" cars are 
found to be bad. Very fresh, new cars are 
sometimes not found to be in good condition. 
Our information is that proper trial is not 
given before they are sold in the market. It 
appears that among the same batch of cars that 
is turned out from the assembly lines, some 
are good and some are bad. If there is a kind 
of mass production that is taking place, why 
should it be so, that in the same batch of cars 
some are good and some bad? What is the 
mystery behind it has not yet been discovered, 
and it has to be found out. Generahv, we find 
in letters from various users of Hindustan 
Embassador" cars and other cars that these 
cars give them a lot of trouble immediately 
after they have been bought. I do not know 
whether Government are receiving such 
things. At least in one or two cases the matter 
was referred to the Ministry, and I should like 
to know whether an investigation was made 
and what steps Governmesnt have taken. 
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Here I may inform this House that a number 
ot skilled workers nave ±eit the Hind Motors. 
We should like to know the reason why they 
nave left. On the one hand we talk about i he 
quality of the car, and bemoan the fact that we 
started late in the day and therefore we suffer 
from a lag in the matter compared to other 
countries. On the other hand we allow the 
skilled workers to leave. The industrial labour 
relations are such that sometimes the skilled 
workers are forced to leave the Hindi Motors. I 
should like to know about the management 
there in the Hind Motors, because it is run 
more or less with the same outlook and in the 
same spii it . as some of the American concerns 
are run. But we are not given to that way of 
arranging our industrial affairs. 

Now, with regard to the other aspect, 46 
items which are to be ancil lary  items, they 
are to be manufactured by the vehicle 
manufacturers. This again is spreading the ten-
tacles of monopoly. I should lave thought that 
here there would be scope for others to come 
in and the operations of the monopolists 
would be restricted to the maximum possible 
extent; that is to say, the car manufacturers 
should not be made to go into this ancillary 
industry as far as possible and the matter 
should be left to others so that small-scale in-
dustries can develop and new people can get a 
chance even if you have the private sector 
industry as it is today in the automobile line. T 
do not know why this arrangement has been 
made. 

With   regard   to   production,      that again is 
not very satisfactory.    Huge quantities   of   
foreign   exchange      are toned by the 
Government under e Third Five Year Plan. We 
should have liked to know how this foreign 
exchange has been utilised, and in the report 
Government should have told us how this can be 
related to the 

advance  in  manufacture  and production.    We   
have   reasons   to      believe thai this foreign 
exchange which    is sanctioned, Rs. 35 crores 
or so, under the  Third  Plan  for  the     
automobile industry   is  not  always  propeny   
utilised,  and sometimes  even misuse  of such   
foreign     exchange     allocations does take 
place.    What percentage pf the car today is 
indigenous and how much of it is foreign is not 
yet clearly defined.    How long shall    we take 
to   be   nearly   self-sufficient     in      the 
matter of production of cars or automobiles in 
our country?    I think the import bill is a heavy 
one and we are dependent much  on imports.     
Therefore,  it  is   essential  to  lay  stress   on 
the   development   of  ancillary   industries  
within  our  own     country     and give   the   
necessary   backing  to   those who   may   come   
up   in   starting  such industries—assuming     
that     Government  will  not  start  a  public     
sector here—and then to see that the indigenous   
element   in   the   car   goes   on rapidly   
increasing,   so  that   within   a very short time 
we can say that the car manufactured is one 
hundred per cent Indian, the components are    
one hundred per cent Indian.    Here again we  
do  not  have a clear picture.     It seems the 
progress in this matter has been extremely slow,  
and  so long as this monopoly remains, I am     
afraid they will be in a position to lead the 
Government by the  nose,  and     they have   
beon   doing   it.     Therefore,   the main  
question that  arises  is  one     of policy. 

Now, it is an interesting study you have got 
here. It is by no means a comprehensive or 
exhaustive study, but it has come to this 
conclusion: 

"The   Development   Council      en-
dorses the views expressed above. 

The Council was also not very sure 
whether it would be possible to produce the 
car at costs worked out by the Committee 
and even if the cost worked out at Rs. 7.000 
ex-factory was accented as feasible to this 
had to be added the Sales Tax, Excise  
Duty.  Insurance  etc.     when 
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tne car wouid no longer be an economy car. 
It recommended that the Council be given 
an opportunity to discuss the Pandey Com-
mittee's Report and make recommendations 
thereon before a final decision is taken by 
the Govern-.ment." 

They want the pandey Committee re-port to 
be placed in their hands so mat they can 
polemize against it and say how wrong it is. 
They do not accept even theoretically from 
whatever has been said by the experts going 
into the subject that the car prices can be 
reduced in the country or brought within the 
reach of the middle class people. They do not 
accept it. In fact this amounts to a categorical 
acceptance of the Birla thesis that the car 
price which has been fixed today is the 
minimum that one can think of and that the 
price can never be reduced in India. Are we to 
submit to such an assessment or to such 
prospects in th automobile industry? Are we 
to accept this kind of argument that no car can 
be produced at a price which is less than the 
price at which either the Hindustan 
"Ambassadors" or other makes are 
manufactured by the present industrialists? 
We do not accept it. This Committee which 
was appointed to go into the question of the 
small car or people's car. as it was called, 
pointed out that it was quite feasible, with 
assistance and technical know-how and initial 
equipment from France, to produce cars at a 
much cheaper cost. It was done, it was 
proven, it was gone through by the Defence 
Ministry, by this Ministry and by others, and 
all agreed that, it was a feasible proposition. 
No-rtody at that time challenged that the 
costing which was shown in the re-norts with 
regard to the people's car was an 
underestimation. Nobody said 

it. This recommendation was 4 P.M. 
rejected on the ground thrt ws 

should no* ir vest foreign exchange   
for    starting    a   publ*    sec- 

tor undeitaking for an industry ol this kind. 
Today we find that this Development Council 
comes to the conclusion, without even 
studying the Pande Committee's Report, that 
the cost of production cannot be reduced. 
What can I say with regard to a Report given 
by the so-called Development Council? I 
know that Shri Dahyabhai Patel is there. He is 
a very dynamic person. (Interruption) You are 
there. 

SHRI DAHYABHAI V. PATEL: I was 
there for a short time. 

SHRI BHUPESH GUPTA: I am glad that 
with your ideas you were there for a short 
time. 

SHRI D<\HYABHAI V. PATEL: Quite  
effective. 

SHRI BHUPESH GUPTA: I should like you 
to be there with better ideas for a long time. 

Here. I went through the list of these 
gentlemen who adorn this Hamboyant 
Development Council. Who are they? They 
are all men of big business except one or two. 
(Interruption). But the Hindi Motor Union is 
not represented there. And some officers are 
there. Seeing the list of these people who are 
in this Deve'opment Council, am I to under-
stand from these gentlemen of big industries 
that something more, something better, would 
come out easily? I would never expect it. 
Therefore, the very formation of this Council 
with such people sealed the fate of what 
should have come from an institution or a 
body of this kind. Now, I do not see as to why 
all these industrial people should be taken 
there. 

THE DEPUTY CHAIRMAN: Mr. GuDta. 
there are three more Members to speak. 

SHRI BHUPESH GUPTA: Therefore, I say 
that there are some people who are not 
connected with the industry in  a very 
intimate manner, 
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although they have some touch with 
it. But this Council is dominated by 
the representatives of big business. 
And no wonder our friend, Shri 
Subramaniam. while he was writing 
a thesis about socialism said that 
Marxism had become outdated and 
included it in the initial draft state 
ment. ;    I 

SHRI C. SUBRAMANIAM; I still .hold to 
that view and it is not only my view but it is 
the view of all Congressmen. 

SHRI BHUPESH GUPTA: I see. That is the 
view? But the trouble is that your original 
draft underwent changes and these words 
"Marxism had become outdated" were deleted 
by Congressmen, not by Communists. Again, 
the Congressmen deleted <;hem. Therefore. I 
do not know, between addition and deletion, 
where we stand. But certainly the resolution 
does not contain the initial formulation that 
you did. This is only by the way. I only say 
this thing. 

SHRI M. RUTHNASWAMY (Madras) : Do 
Communists still believe in Marxism? 

SHRI BHUPESH GUPTA: Well, that 
answer, Madam Deputy Chairman, I shall ask 
when the Swat antra Party begins to know how 
to spell Marxism. Therefore, I say that here, 
your Committee is predominantly constituted 
of big business. Yet, you have a certain broad 
perspective and objective. I think this outlook 
should be implemented in every single policy. 
If you at all talk about socialism— whatever 
you mean by it, have your own meaning—if 
you at all talk about people, then you should 
really go in for your automobile industry, 
manufacturing cars and so on, which would 
"be available to the people and which would 
be brought within the reach of larger sections 
of people, which will weaken the monopolistic 
sector and enable the State sector to grow in 
such an industry. It is there that you can mop 
up the savings of the com- 

munity and allow the peopie to take 
advantage of the public sector and raise their 
standard of living. 

am Deputy Chairman, all I can say is, 
I have not the slightest faith in this kind of 
Development Council which has produced a 
command performance and which has not 
gone an iota beyond what Mr. G. D. Birla has 
said on the subject. If you read the reports of 
the directors of the Hindustan Motors or of 
other motor companies, you will find that the 
theme is essentially the same. Maybe there is 
some change in wording here and there. 

Therefore, I say, what is the use of (a1 king 
about socialism and other things when you 
have such bodies with such people who have 
little faith in what you preach outside and who 
are also closely connected with big business? 
What is the use of talking about 
industrialisation with a socialistic and 
democratic outlook when you sabotage the 
scheme for public sector which would have 
yielded you profit and revenue on the one 
hand and given the country a cheap motor, 
available to a larger section of the people? 
Therefore, I am disappointed by the Report, 
and I shall continue to be disappointed so long 
as the policy of the Government remains what 
it is and is not radically altered. 

THE DEPUTY CHAIRMAN: Mr. Arora. 
With you, there are three Members to speak. 

SHRI ARJUN ARORA (Uttar Pradesh) : 
Madam, I will not take more time than other 
Members have done. 

SHRI N. SRI RAMA REDDY (Mvsore):    
That means half an hour. 

SHRI ARJUN ARORA: There is a great 
dea1 of truth in the criticism that this 
Development Council, this particular one, is 
loaded with industrialists. 

SHRI AKBAR ALI KHAN: But Shri 
Dahyabhai Patel says that they are the only 
experts. 
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SHRI ARJUN  ABORA:     Fifteen  of them 
are described frankly as industrialists and ten as 
those having technical knowledge of the 
industry.   The queer  fact  is   that  apart    from     
the two  or  three  Government     servants, these 
are    either    employed by    the motor car 
manufacturers or they are the agents or 
distributors    of    them. Then we have four 
persons representing  the  interests  of the     
consumers. One  of  them  is,  of  course,  a  
distinguished  Member  of  this  House.    So, the 
consumer who has to pay incres-ingly higher 
rates every year is very much   unrepresented  or   
under-repre-  / sented  on  this Development  
Council.  , Labour,  whose co-operation is  
neces-  ! sary for the development of any indus-  
' try,  has only one representative    on the  
Council.    He  represents  not  any all-India  
organisation  but    an    automobile  employees'  
union  of  Bombay. So,  the truth is  that this  
Council  is loaded  with      industrialists   or     
with those  who think like them.    That is why   
this   Development  Council     did not apply its 
mind to the rising prices of automobiles in this 
country. 

An hon. Member of this Ho litt'e while back 
mentioned the fact of costing. Now, I am a 
little familiar with costing and cost 
accountancy as practised in this country. The 
poor cost accountant has been reduced to a 
calculating machine by industry in this 
country. He does not have the right or the 
privilege to point out which aspect of 
expenditure is wrong, inflated or unnecessary. 
He is to calculate the cost of the various items 
on figures supplied by the manufacturers. The 
Government itself, I am told, some timn back 
went into the cost structure of this industry. 
The details of that have not been available to 
this House or the country, and I do not know 
whether the cost accountants appointed by the 
C^'^nment to go into the cost structure of auto-
mobiles in this country were independent 
DeonV wpre people whose integrity could not 
be doubted or whether they   were   people   
who   in      another 

capacity and at another time were engaged by 
the industry itself. Unless that is known, I am 
afraid it is correct to say that cost accountants 
in this country are being reduced to 
calculating machines by the industry. The hon. 
Member of this House, who happens to be a 
member or happened to be a member of the 
Development Council, was today complaining 
against the high rate of taxation as a part of his 
general vendetta against controlled  economy. 

SHRI DAHYABHAI V. PATKL: Madam, I 
am being misrepresented. I was pointing out 
one of the recom-latjons of that Committee, 
one of the observations of that Committee. If 
he reads it he will find it. 

SHRI ARJUN ARORA: That Committee 
was not expected to go into the taxation 
structure of the country— that is a taxation 
structure which has been evolved with the 
sanction of Parliament—and if as the hon. Mr. 
Dahyabhai Pate! says this Development 
Counc;l . . . 

(.Interruptions) 
I am not yielding. 

SHRI DAHYABHAI V. PATEL: It is in 
clause (iii) on page 6 of the Report, that the 
taxation on commercial vehicles in India is 
the highest in the world. That is very plain 
knowledge. That is what is stated in the 
Report of the  Committee. 

SHRI ARJUN ARORA: Now, if this 
Development Council went into the taxation 
structure of the country, it went beyond its 
purview,  and I    am 
I at all surprised, because 25 of its 31 
members are directly connpct-ed with the 
industry, and of the 6 directly unconnected 
with the industry, one happens to be Mr. 
Dahyabhai Patel whose prejudices in the mat-
tor of private sector and public sec-ire very 
well known. 

Sini DAHYABHAI V. PATEL: Tell us 
what is yours. Are you not also prejudiced? 
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SERI ARJUN ARORA:   Those    who  | 
grumble   against   taxation   and     ccn-n oiled 
economy in this country should realise one 
thing, that it is controlled economy in this 
country    .... 

SHHI DAHYABHAI V. PATEL: Why 
don't you hold the mirror in front of your 
face? 

SHRI ARJUN    ARORA:      It is the 
controlled  economy  in  this    country that 
gives the protection to the automobile  
industry   to thrive  and  make profits.    Now, 
if the protective tariffs are withdrawn, if 
import of cars    is allowed, if instead of 
controlled economy  we also have free 
economy at our ports, then the automobile 
industry  run by Birlas,  Premier Automo-s   
and   others—even     Tatas—will disappear in 
no time.    So    these industries have    thrived,    
have    made profits,   made  more  than     
legitimate and reasonable profits because of 
controlled  economy,  and my  grouse     is that 
the Government gives them protection and 
does not ask them to reduce   the   prices.     
When"   the   present Finance Minister was not 
the Finance Minister,  he said     something     
ab)out automobile  prices  and  scooter  prices, 
and I and many other Congressmen in +he 
country felt that here was a Minister who was 
going to deal properly with  the  automobile     
industry.     But more   than   a   year   has   
elapsed   and nothing has been done.    The 
fact remains that imported cars of the same 
size and the same horse power as are 
manufactured   in   this    country     are much   
more   cheap,   much  more "hip  and  much  
more  efficient. 

SHRI BAIRAGI DWIBEDY (Orissa): ;  
cheaper. 

SHRI ARJUN ARORA: Ch first; cheaper, 
durable and efficient Now, in spite of this 
Development r">uncil and in spite of an 
illustrious Member of this House being a 
mem-be1- of this Development Council for 
some time, the prices continue to rise. The 
defenders of the private sector  say  that prices  
are high because 

the number of cars produced in this country is 
limited. But it is a queer fact that the same 
manufacturers, when they were producing a 
lesser number of cars ten or twelve years back, 
were selling them cheaper. Anorher queer fact 
is, just as the foreign-made components of the 
cars have been declining, the prices have been 
rising almost in the same proportion. Well, 
that is something alarming and that is 
something which does not do any credit to the 
industry or to the Development Council 
concerned with automobile and ancillary 
industries. Prices of the cars produced in the 
country have been increasing; still the prices 
hare been rising, and I personally feel, Madam 
that the mistake was done when the 
Government licensed more than one type of 
car. Why should this country, which cannot 
produce cars in millions, and which has 
necessarily got to confine. itself, in the year 
1963, to the production of a few thousand 
cars, why should this country have three or 
four types of cars and three or four types of 
trucks? 

SHRI C. D. PANDE: Mr. Bhupesh Gupta 
does not like monopoly and so   .   .    . 

SHRI ARJUN ARORA:  Mr. Bhupesh not like 
monopoly; you probably do. 

SHRI C.  D.  PANDE;     No,  I do not 
monopoly. 

SHRI ARJUN ARORA: You do not like 
monopoly and that is very good; then you and 
I agree and Mr. Bhupesh Gupta  should  not 
matter. 

SHRI BHUPESH GUPTA: It would be a 
dangerous thing if you and Mr. Pande agree. 

SHRI ARJUN ARORA:  In this coun 
try, when we can produce only a few 

 l   few  million 
cars, why should we go in for vari-out types?    
The mistake, as I submit- 
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[Shri  Arjun   Arora.] ted, Madam, was made 
when a number of people were given the 
privilege, the proud privilege, of becoming car-
producers  and  fleecers  of  the  consumers'  
money.    Even   today   it   is   not late;   a  
harmony   between   tne  views of the hon. Mr. 
C. D. Pande and the .hon.   Mr.   Bhupesh   
Gupta   should   be found.    All the plants of 
the three or four     car-manufacturers    should     
be taken over by the Government and the 
Government should produce one type of  car.    
In  this  country  we     cannot afford  the     
luxury   o'f  a     "Fiat".     a -i.lard"  and a  
"Hindustan".      We should have only one type 
of car.    I am not  enthusiastic about  the small 
.car.    I do not know what will happen to our 
narrow roads if and when they are   dotted  with   
a   number   of  small cars.    I  am  an  
enthusiast  of  an  efficient bus service, which is 
lacking in the country, which is lacking even in 
this capital city.    I am in touch with the  
students,  both boys  and girls,  in this city, and 
I find that, on an average,  each  student  in this  
city has to spend two hours either waiting for a 
bus or standing in a bus before he or she   can   
go   to   the   college   or   come back  home   
from   the   college.     Even this   capital  city   
does  not  have     an efficient bus service. 

SHRI  LOKANATH  MISRA:     It    is 
because of nationalisation. 

SHRI ARJUN ARORA: It is because there   
is   very   little   nationalisation. 

SHHI LOKANATH MISRA:  No, no. 

SHRI ARJUN ARORA: Also we have a 
number of truck-manufacturers. Now, why 
can't the capital resources of all of them be 
pooled together and •intry have one type of 
car. one type o'f truck, one type of scooter? 
That alone will enable us to increase 
production and cut down prices. Now, 
Development Council has not applied its mind 
to these problems, and I av. therefore sorry 
that I cannot a^ree with the hon. Mr. Suresh 
De^ai m praising the Development Council. 
The Development Council ban engaged  itself 
in  a consideration 

of irrelevant things, like the law of hire-
purchase; they are very enthusiastic about it. 
The law of hire purchase is necessary in an 
economy where we have more production 
than purchasing power. We in this country do 
not have much per capita income; somehow 
the national wealth is so ill-distributed that on 
the one hand we have Dr. Ram Manohar 
Lohia complaining about three annas per 
capita income, and on the other hand there is 
such a long queue for "Fiat" cars that people 
in Delhi and Bombay are told that they can 
book their cars for their minor sons. They are 
told that it may take six or seven years for 
them to get a car. 

SHRI BHUPESH GUPTA: But are they 
taking into account the Kamaraj Plan? 

SHRI ARJUN ARORA: So. in a tion like 
this, when the people are prepared to deposit 
Rs. 2,000 with bankers/when the people are 
prepared to produce bank guarantees, when 
the people are going in for extremely 
undesirable type of blackmarketing in cars, 
for the Development Council to devote public 
time and public money in considering the 
desirability of having a law of hire-purchase 
was a sheer waste of time and energy. 

Madam. I hope the hon. Minister who has 
shown tremendous courage and imagination in 
the matter of Bokaro, who has shown our 
American benefactors, the so-called 
benefactors, their place in the steel industry in 
this country, will also show some courage and 
imagination in the matter of automobile 
industry in this country. He may have 
scrapped the people's car. He may not have 
gone in for a fourth tvpe of car, a smaller car 
or a bigger c»r, does not matter. But it is 
incumbent upon him to apply his mind to the 
desirability of nationalising th? three or four 
automobile plants in the country so that a 
standard, durable anl efficient car of one type 
alone is made available in this country at 
reasonable prices, which, I may assure him 
off-hand, will be certain- 
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ly  much  lower  than the    prices    at 
which the Birlas fleece the consumers. 

 

"This means that if we eliminate the 
incidence of taxes in either case, the 
consumer price of the Hindustan 
Ambassador is 38 per cent higher than 
the consumer price in the U.K. of the 
Morris Oxford." 
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SHRI LOKANATH MISRA: Does the hon. 

Member know that without the 
recommendation of somebody at the top no 
dealership or no agency for automobiles is 
being given? D< he know that? 

 
SHRI M. RUTHNASWAMY: Madam 

Deputy Chairman, if I take part in this debate 
it is because I am more interested in the 
ancillary industries rather than in the 
automobile industry itself because these 
ancillary industries belong to the category of 
small-scale industries which give rise to a 
widespread demand for technical 
craftsmanship and provide employment to 
hundreds of thousands of people. 

I will be satisfied with just one word about 
the automobile industry. I am not at all 
impressed by the argument in the Report that 
a or product.ed at Rs.   7,000 will    not    be  a  
cheap car. 
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Even if sales-tax and other duties ate added, it 
will be cheaper than the cajs that are 
produced at the present moment in India and 
even if the price is the same as that of the 
present cars, it will add to the number of cats 
available and help to break that queue to 
which Mr. Arora referred, when peop'e have 
to wait for two or three years in order to get 
the car they want, In the Plans also we have 
reference to the importance of these ancillary 
industries. 

The Third Plan Report says that at 
Bangalore a small ancillary industry has been 
established to serve the Hindustan Machine 
Tools Factory and it is proposed to encourage 
motor ancillary industries also. It is also said 
Jn that Report that automobile and diesel 
engine parts should be encouraged to be 
produced in the country. But what are the 
results of either the activities of this 
Development Council pr of the suggestions 
made in the Third Plan Report? We would 
like to kndw how many tons of these various 
machine parts that had been listed here—it 
looks more like a trade catalogue oi motor 
machine parts—haye been produced. We 
would have liked to have some statistical 
information about the number of parts 
produced and the value of the total parts pro-
duced so far. 

May I suggest that these ancillary industries 
should not be merely attached to these large-
scale automobile industries but the 
Government should also take a hand in 
encouraging the promotion of these ancillary 
industries? They might make use of the 
Industrial Estates that are established in most 
of the chief cities of India and have a section 
devoted to the making of these engine and 
other motor car parts. In the rural industries 
sector also the Government might try to 
encourage the establishment of these ancillary 
motor car parts industries. In Taluk towns—
not so much in villages because the villages 
are economically not viable—and at village 
union centres or at the sites of fairs and 
markets and santhais as they are 

called in Tamil, these small ancillary 
industries could be established. Even if they 
start as mere repair shops round the petrol 
pumps scattered on rhe highways, they should 
start as a small-scale industry that would 
eventually develop. 

I think the development 0f these ancillary 
industries should not be left mainly to the 
Development Council because, as has been 
pointed out, the Committee consists of mainly 
large-scale industrialists and they are inte-
rested only, if they are interested at all in the 
development of these ancillary industries, in 
so far as they are attached to their great 
workshops. What the Government should aim 
at is the spreading of these small ancillary 
industries or workshops al[ over the countrv 
so that they may form an important part of the 
small-scale industrial development with 
which the whole industrial prosperity of the 
country is bound. 
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SHRI C. SUBRAMANIAM: Madam Deputy 

Chairman, the debate on this Report covered a 
very wide ground. I do not think it would be 
possible for me to touch all the aspects which 
were put -forward during this debate; 
particularly the hon. Member Shri Dahyabhai 
Patel from free enterprise onwards he went 
into the virtues of free enterprise and the 
dangers of public sector projects—and I have 
made a note of the various points he made—
and then the taxation policy of the 
Government, the financial policy of the 
Government, the economic situation in the 
country, the labour policy, export policy, 
immigration policy, agricultural policy and of 
course he could not forget the ex-Defence 
Minister also and he brought him also, and I 
do not think when he touched these topics, he 
expected me to reply to all  these things. 

The main dissatisfaction expressed by 
various Members in this House with regard to 
the state of the automobile industry, 
particularly, with regard to the manufacture of 
automobile cars it shared by me also. But 
what we have got to consider now is, in the 
present circumstances) what should be the 
correct policy with regard to the development 
of the automobile industry. There has been 
considerable misunderstanding with regard to 
the scope of the Development Council. As a 
matter of fact, Development Councils have 
been formed for the various sectors of 
industry and automobile industry is one. 
These Councils are not there to lay down the 
policy for the Government. These are all 
intend, ed to provide a technical forum where-
in various matters relating to these industries 
would be discussed to improve the technical 
efficiency, to improve the  economies  of    
the  various 
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industries and it is for that purpose that these 
Councils are constituted. Therefore, if the 
composition of the Council is of a particular 
pattern, it cannot be helped. We cannot put 
particularly people who are not conversant 
with these industries and the technicalities of 
these industries and call it a Development 
Council. Therefore, if some opinions have 
been expressed by this Council with regard to 
other policies also, it is an expression of 
opinion given by anybody in the country, but 
what is most important, in this context, is the 
technical contribution they make for the im-
provement   of   this   industry. 

With regard to the policy, since it was 
touches by almost all the Members, I think I 
would make it quite clear. As far as the 
Government are concerned, they have given 
first priority to the production of commercial 
vehicles, trucks and buses. As far as that is 
concerned, we wanted to have a production of 
60,000 vehicles by the end of the Third Plan 
period. Our present licensed or sanctioned 
capacity is now to the extent of 7ti.9O0. ff 
there had been no emergency, I have no doubt 
in my mind that we would have reached this 
target of 60.000 vehicles but as things stand, I 
think by the end of the Third Plan period we 
would be reaching only 45,000 . . 

SHRI M. P. BHARGAVA:  Per year? 

SHRI C. SUBRAMANIAM: Yes, per year 
but it should be possible to reach the target of 
60,000 very early in the Fourth Plan period. 
As far ss cars are concerned, they get only the 
ihird priority. Next priority is to the scooters 
and motor-cycles. The Third Plan envisaged a 
production target of 50,000. As a matter of 
fact, the present licensed and sanctioned 
capacity is to the extent cf 56,000 excluding 
mopeds. 

SHRI ARJUN ARORA: What is the 
installed capacity? 

SHRI C. SUBRAMANIAM: Installed 
capacity   will  not   be  as  much.       It 

would be round about 40,000 but sanctions 
have been issued and they are further putting 
up their capacity and therefore, by the end of 
the Third Plan we may be somewhere near 
this installed capacity but certainly we would 
not be producing as much as 50,000 as 
contemplated. Perhaps 35,000 or 40,000 we 
would be produc. ing. 

As far as cars are concerned, >vhich gets 
the last priority, the Third Plan target was 
30,000 but our present licensed capacity 
which is the installed capacity also, is only 
20,200 ai.d it has not been possible for us to 
give any sanction for the expansion of the ex-
isting units. Therefore they stay where they 
are. That is the real difficulty, and in addition 
to that, the emergency came and the defence 
requirements had to be largely met. That 
defence requirement was of the category of 
trucks and other vehicles and jeeps and motor-
cycles. And more than that, the existing 
resources had to be diverted specially to meet 
the defence requirements. Thereiore, 
particularly car production was cut down to a 
considerable extent. That was the rea] 
difficulty which the car production had to face 
and the scarcity which we see in the country 
today is mainly because of this low production 
which again was due t0 the emergency and 
rightly We gave a low priority to the 
production of these cars during the 
emergency. Even what we were producing 
before, during 1961-62, we are not producing 
now. We are producing now less number of 
cars and, therefore, we find scarcity 
everywhere, and when there is scarcity there is 
an inflated demand also. Even a person who 
may not require a car immediately thinks to 
himself, why not I also register? And he 
thinks so particularly where there is the 
prospect of getting a premium for the car and 
he goes and registers his name in the off-
chance of getting a car and making a profit out 
of it. But I do agree that there is unsatisfied 
demand as far as cars are concerned. 

The  main  difficulty  in the  expansion of 
the production   of cars is due 



789       Report of Development    [ RAJYA SABHA ]    Automobile. Ancillaries   790 
Council for Automobiles. & Transport Vehicle Industries 

[Shri C. Subramaniam.] to the foreign 
exchange searcity. In the present context of 
prioritis ii has not been possible to allocate 
any foreign exchange for the expansion 
programme of production of cars. But it 
should be possible for us to utilise the existing 
capacity. Even for the purpose of utilising the 
existing capacity a proportion of the 
components has to be imported from abroad 
and that requires foreign exchange which it 
has not been possible to allocate. It has not 
been possible to allocate foreign exchange to 
get all the components which would be 
required to produce up to the capacity. 

SHRI AKBAR ALI KHAN: To what extent 
do we require these foreign components? 

SHRI C. SUBRAMANIAM: I will certainly 
mention that. That is one of the important 
things which should be taken into 
consideration. That is why we attach great 
importance to the maximum attainment of the 
indigenous components in the car, and we 
have laid a target of 90 per cent, indigenous 
components before the end of 1964. But for 
the emergency we feel it would have been 
possible for us to reach this target of 90 per 
cent indigenous components by March 1964. 
But now that date has to be extended to the 
end of 1964. As a matter of fact, today I can 
give the attainment of the indigenous" 
components by various vehicles. For "Tata 
Mercedes-Benz" it is 74 per cent., "Bedford" 
60.9 per cent., "Dodge" 79:85 per cent., 
"Ley'.and" 76 per cent., "Jeeps" 79.3 per cent, 
"Ambassador" 76.91 per cent., -uejs pue -
;uaD jsd x>g ^ei^,, dard Herald" 60.18 per 
cent. As long as we have to go on importing 
the balance of the components, to that extent, 
in the context of the scarcity of foreign 
exchange, naturally the production will be of 
a lower order and therefore to that extent   .    
.    . 

.Aft HON. MEMBER:    The  percentage you 
give is to the cost, I think. 

SHRI C. SUBRAMANIAM: Yes, the 
percentage is to the cost of the car. Therefore,   
I  say  to that  extent  we 

want to push up the indigenous contents, for 
to that extent, the foreign exchange 
requirement will be less and therefore we will 
be able to produce more cars with less foreign 
exchange and that is what we are attempting 
to do. That is why we are giving foreign 
exchange for capital equipment to be 
imported for the production of these various 
indigenous components. We are giving 
sufficient foreign exchange and with the 
foreign exchange made available now, the 
programme of reaching the 90 per cent, target 
can be attained by the end of 1964. This is the 
main aspect which has to be kept in mind. 

Another aspect which has to be kept in 
mind is that when we produce these 
components inside the country, unfortunately, 
the prices of these components are much 
higher than the prices of components import-
ed. Therefore, the more indigenous 
components you have in the car, the greater is 
the cost of production of the car. That is the 
unfortunate condition in which we are 
situated. Therefore, when we say that we will 
reach the target of 90 per cent, indigenous 
components, to that extent, let us remember, 
the cost of production of the car is bound to 
go up. As for the selling price of care, I shall 
come to it later. We are now encouraging the 
ancillary industries for the purpose of 
producing these components and Prof 
Ruthnaswamy has rightly emphasised the 
development of these ancillary industries. But 
then they cannot be developed as he 
envisages, as a village industry or as a cottage 
industry. It has got to be a specialised and 
efficient industry, because what is produced 
in any part of the country   .    . 

SHRI M. RUTHNASWAMY: I did not say 
"village industry". I said "rural industry". 

SHRI C. SUBRAMANIAM: All right, let it 
be rural industry. But it cannot be done in that 
way, as a rural industry. As a matter of fact, 
the more you decentralise the production 
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of these various components in various 
parts of the country in different factories, 
the greater the efficiency should be and 
the quality also has got to be improved, 
because whatever part is produced has 
got to fit into the main machine, into the 
main car. Otherwise its production will 
be of no use. So, unless they maintain 
quality and they maintain efficiency, this 
will be of 10 use. When we talk of an 
ancillary industry being developed, we 
seem to think of a lower level of 
efficiency or a lower level of quality and 
that these will meet the requirements. On 
the other hand, the smaller industries will 
have to be more efficient and they have 
to be more quality-conscious also. That 
is the main thing. 

In spite of all that we have made 
considerable progress in the development 
of our ancillary industries and today they 
contribute about 30 per cent, of a motor 
car, I mean the ancillary industries. I am 
not including items like tyres and so on, 
but the actual components going into a 
car. But by the end of the Second Plan 
period the annual value of ancillary 
production was only Rs. 12 5 crores. In 
1962 it was Rs. 18 crores and in 1963 up 
to September they have produced goods 
to the value of Rs. 22 crores. Therefore, 
hon. Members ma\ realise how fast these 
ancillary industries are being developed. 
But to that extent, as I have already 
stated, the cost of production is also 
bound to go up. 

Then, Madam, a case was made out 
that the increase in the cost is due to the 
fact that there is a huge profit-margin to 
the capitalist producers particularly. I 
would like to disabuse the minds of hon. 
Members with regard to this. 

I will take the case of the "Ambas-
sador" car. In 1956 the prevai'ing price 
was—I mean the ex-factory price—Rs. 
8,308. At that time there was no cost-
accounting No cost-accounting had been 
done with regard to the production cost 
of the car. Then, as    hon.   Members  
are    aware,    the 

T riff Commission was appointed and .. 
report was submitted in 1956-57. They 
went into the cost of production of the 
car and they fixed the cost at Rs. 9,224, I 
mean the cost of production. With regard 
to the dealer's margin also, there has 
been some misunderstand ng that it is at 
the level of 171 Per cent, or 20 per cent, 
or whatever it was. As a matter of fact, 
only 10 per cent, margin is allowed and 
there have been representations in the 
recent past that this 10 per cent, is not 
sufficient in the present context, because 
they "have to store so much of spare 
parts and other things for servicing and 
they find it difficult to meet all these 
requirements out of this margin of 10 per 
cent. 

SHRI V. M. CHORDIA: Since when 
was it made 10 per cent? 

SHRI C. SUBRAMANIAM: From 
1956 onwards,   I think. 

SHRI V. M. CHORDIA: 1 think in the 
Report for 1956 the percentage is given 
as 17J per cent. 

SHRI C. SUBRAMANIAM: I know 
that now it is only 10 per cent. I can say 
then that we have reduced it by 7i per 
cent. After that, as far as the cost of 
production is concerned, it was increased 
only once, and that was in 1958-59. They 
demanded that because of the cost of the 
indigenous contents and other things, an 
increase of Rs.   1,200 per vehicle    
should    be 

given. But the actual increase 5 
P.M. given was on'.y Rs. 300.      So. 

from Rs. 9,224 in 1958-59 an in-
crease of Rs. 300 was given. Since then 
no increase has been given in respect of 
the actual cost of production. Whatever 
increase has been given is in respect of 
excise duty, customs duty or the various 
other inevitable things which they could 
not meet. In respect of cost of 
production, in respect of increased 
purchases of indigenous components, no 
increase has been given. As a matter of 
'fact, there has been a good deal of 
agitation that at the present rate they 
would be incur- 



 

[Shri C. Subramaniam.] ring a loss instead 
of making any profit whatsoever. A cost 
accountant has gone into the cost of 
production now and that report is also 
available with us. 

Meanwhile, there was the Jha Committee 
Report which wanted that the prices should 
be brought down. At that time it was 
envisaged that each producer would bring 
down the cost by at least Rs. 200. That was 
given effect to by the "Premiers" and "Stan-
dard" also 1 think, but Hindustan Motors did 
not give effect to this cut. They continued to 
have their original price without any cut 
whatsoever because they were pleading that 
they were entitled to an increase and they 
could not cut down further. Recently after 
examining the cost accountant's reportj we 
have come to the conclusion that at least for 
the "Fiat" producers and the "Standard" 
producers we should restore the cut. In res-
pect of the "Ambassador" they have not cut 
their price, but these people had cut their 
price. They should at least be allowed to 
restore their cut. That is the only increase we 
have recently given. 

SHRI BHUPESH GUPTA: What prevents 
you from compelling the Birlas to accept the 
cut? 

SHRI C. SUBRAMANIAM: This was a 
voluntary cut and we cannot enforce a cut like 
that. Then, naturally they will claim another 
Tariff Commission to go into their cost of 
production and it should be justified after all. 
And, therefore, it was not possible. In any 
event, what we have' done now ,1s even 
though the cost of production as estimated by 
the cost accountant shows a little more, we 
have allowed only the restoration of the cut. 
Nothing more than that. All the increases 
which have taken place are due to the excise 
duties and the customs duties and nothing 
more than that. That is the cost structure avail-
able today. Therefore, to think that there has 
been an increase from month to month or from 
year to year 

on  the part of the producers  is not correct 
picture. 

Today if we make an actual assessment, 
even if there is any profit, the profit will only 
be marginal, as far as this industry is 
concerned. But as was pointed out by Mr. 
Arora, as long as we have three producers and 
three models for a production of 20,000 
cars—that is what we are producing today— 
certainly by no stretch of imagination, 
whatever method we may adopt, it wouid be 
possible to cut down prices at all. As pointed 
out by the hon. Member, Shri Dahyabhai 
Patel, it is only at the level of 50,000 and 
1,00,000 that we would be able to adopt the 
methods of mass production and thereby cut 
down costs. If we are to reach that level of 
production and if there are three producers 
then at least we should be able to produce 
1,50,000 cars. Then alone all the three cars 
would reach that economic level of 
production. We are just at the level of 20,000. 
Therefore, if we are to reach 1,50,000, how 
long have we to wait? Particularly in the order 
of priorities we have given to automobile cars 
it might take another generation. I do not 
know. Therefore it becomes necessary now to 
find out a method. So that, whether 
nationalisation—I am all in favour of 
nationalisation if that is possible—is there or 
not, we have to find out some method or other 
to see that we do not have too many models in 
the country. Therefore, I can assure hon. 
Members that I am devoting some attention to 
this aspect and I hope it may be possible to 
find some solution to this very difficult 
problem. 

SHRI R. K. BHUWALKA; What about the 
small car? 

SHRI C. SUBRAMANIAM: I shall come to 
that. Therefore, unless we bring about this 
state of affairs whereby we will be able to 
produce one model—there may be two types 
in the same model, a small car and a medium-
sized car that is a quite different    thing—and 
increase    produc- 
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tion at least to the level of 50,000, bringing 
down o1 cost would be an impossibility. 
Therefore, we have to find methods for that. 

SHRI N. M. LINGAM (Madras): What is 
the total demand for cars of all sizes today? 

SHRI C. SUBRAMANIAM: It is anybody's 
guess. As a matter of fact, my own 
impression is that we can sell 50,000 cars 
provided we sell it at a moderate price. If you 
sell it at Rs. 12,000 and Rs. 14,000 certainly 
there may not be demand tor 50,000. But if 
you bring down the price to Rs. 7,000 or Rs. 
8,000 or slightly more, I think it should be 
possible to sell at least 50,000. 

SHRI BHUPESH GUPTA: How do you 
propose to bring it down? 

SHRI C. SUBRAMANIAM: That is what I 
am saying. At one place we should be able to 
produce 50,000 cars. It is on that line I am 
thinking about it. I do not know the solution 
immediately. If that solution is found, I would 
naturally place it before the House. I only say 
that I am giving consideration to it and as 
soon as I come to some conclusion, certainly 
I will take the House into my confidence. 

SHRI BHUPESH GUPTA: The Gov. 
ernment should undertake production. 

SHRI DAHYABHAI V. PATEL: Then, the 
price would become double. 

SHRI C. SUBRAMANIAM: I do not know 
what should be done, but I have not yet come 
to any conclusion. I know what Mr. Bhupesh 
Gupta would say and what Mr. Dahyabhai 
Patel would say. One would say, 'Take it over' 
and the other would say: 'No, leave it to some 
private enterprise'. As I said, what I want to 
tell hon. Members is that I have not yet come 
to any conclusion. 

SHRI BHUPESH    GUPTA:    Madam 
Deputy Chairman, the   hon. Minister 

had made a commitment in this House that 
when the small car would be manufactured in 
the country that would be only in the public 
sector. Does he stand by it today or does he 
want to modify the stand he took in this very 
House? 

SHRI DAHYABHAI V. PATEL: It was 
under the shadow of Mr. Krishna 
Menon. 

SHRI C. SUBRAMANIAM: I can assure 
the hon. Member that we stand by the 
assurances given to this. House and we stand 
by our policies. We do not change our 
policies as often as the    Communist Party 
does. 

SHRI BHUPESH GUPTA: We want to 
know whether you stand by that particular 
thing, if small cars were to be manufactured 
in the country that would be in the public 
sector. That is what you said. 

SHRI C. SUBRAMANIAM: I am coming 
to that, the small car aspect of it, and I shall 
deal with it when I particularly refer to that. 
Therefore, this is the problem confronting the 
production of automobile cars and of 
bringing down the price of cars. We have to 
find a solution to that. 

In this context, reference was made to the 
production of small car or people's car, 
whatever the name might be, and somehow 
the Communist Party has an obsession that 
vested interests have got a hold on the Con-
gress Party or on the Government and that we 
are influenced by the vested interests in the 
country. I do not know whether it is only a 
reflection of their 0wn mind to the Congress 
Party and to the Congress Government. As a 
matter of fact, for taking the final decision, to 
the extent a Minister is responsible, I am 
responsible for taking the decision to give up 
the production of small car in the present 
circumstances. And I for one thought it out 
fully, the economics of it, the priority to be 
attach- 
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[Shri C. Subramaniam.] 
ed to it, the availability of foreign exchange 
for that, etc. 

Taking all these into consideration and 
having participated in the formulation of the 
First Plan, the Second Plan and the Third Plan 
and also having understood the priorities to be 
attached to the various lines of production, I 
came to the irresistible ccnclusion that the 
production of small cars and the investment 
on them will not be justified. It may be a 
wrong judgment. But to say that this was 
because some vested interests brought some 
pressure to bear is absolutely wrong and I 
want to assure Shri Bhupesh Gupta that as far 
as I am concerned there was absolutely no 
pressure. Nobody attempted it even. I 
exercised my independent judgement. It may 
be that my judgment is wrong. But to say that 
I was influenced by anybody is absolutely 
without any basis whatsoever. Therefore, I 
hope that the hon. Member would take this 
assurance and hereafter at least would give up 
harping on this that vested interests were res-
ponsible for dropping this project. It is not so. 

Then, Madam,  the point was made with 
regard to the price also by Shri Bhupesh Gupta, 
that there was monopoly  condition prevailing 
and that it was  a  dictated price.   That   also     
I dealt with.    I could very well understand    
criticism    with regard to    the methods of 
production,  the  efficiency of production,  the 
economies of production, and with greater 
efficiency it should be possible to reduce the 
cost of production.    But to say that there is   
monopoly   condition   prevailing   in the 
automobile industry is absolutely wrong,  
because there  are three  producers  there  
today,  and  as  a matter of fact,  if there  had 
been only one, that  would  have  given  them  
economies of production, and in that monopoly  
condition,   whether  it  is  in  the private    
sector  or public    sector,    it should   have  
been  possible  for  them to bring down   the 
price.    If the price   i 

factor today is at the high level, it is mainly 
because there is no monopoly. It is not 
produced by one concern. It is being 
produced by three concerns at a very low 
level. 

SHRI AKBAR ALI KHAN: If you bring in 
one or two more, there would be greater 
competition, 

SHRI C. SUBRAMANIAM: Therefore, to 
say here also that this Government is being 
dictated to by Birlas or Tatas, whoever they 
may be, by vested interests, and that because 
of that this high level of prices is being 
maintained is another illusion of the 
Communist Party. 

SHRI BHUPESH GUPTA: Just now you 
said that Mr. Biria would not accept a cut of 
Rs. 300. 

SHRI C.  SUBRAMANIAM:     I    also said 
that there was justification. That was because 
their production cost was much more than that 
of others. Therefore, it was not possible for 
them. In spite  of the fact  that the other two cut 
down the price, it was not possible for them to 
cut it down.   You may say that there was 
inefficiency to that extent,   I    am   prepared   
to    accept that, but    that is a    different    
thing. Therefore, as far as the price is con-
cerned, it is not a question 0f dictated price.   
The    cost  accountant  of    the Government  
goes  into  it.    Of  course it is  always possible 
to say that the cost accountant is being 
influenced by the capitalists.   Then  we  cannot 
live in this country  at all because somebody or    
other will    be    influencing somebody   e'se.   
Therefore,   we   have to take into account   the 
existing state of affairs, and on that account we 
have made as far as possible an    accurate 
costing 0f the production cost, and it is on that 
basis that we are trying to have the price. 

As far as the trucks are concerned. it is not 
necessary to have 50,000 or 100 000 
production. I am told that 24,000 would be an 
economic size particularly when we produce 
vehicles of 
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3 tons, 5 tons and above. Therefore, as far as 
that is concerned, I hope it would be possible 
for us to reach the level of production of 
24,000 or 2;i,000 very soon. As a matter of 
fact, TELCO would be reaching that pro-
duction very soon. There also the main 
difficulty with regard to the prices is the 
higher price of the indigenous components. 
As long as we have too many ancillary 
industries producing these and too few goods, 
there also we do not attain the economies of 
production. 

While I do agree with Prof. Ruth-naswamy 
that these should be spread over everywhere 
in large numbers, once you have these large 
numbers, then whatever is available for 
production will have to be distributed among 
these large numbers. And once you distribute 
among these large numbers they would be 
producing at a very low level, and then the 
cost of production is bound to go up. 
Therefore, there also, as far as the ancillary 
industries are concerned, we are trying to 
achieve the economies of production by 
giving large-scale production to the existing 
ancillary units. If it is not possible for us to 
give fresh licences for the production of some 
of the components, it is mainly because of 
this consideration. If we go on licensing too 
many 'concerns for this purpose, then 
ultimately we would find that the co.;t of 
production would be going up higher and 
higher, and even when we reach the econo-
mies of production at the producer's level, 
because of these ancillary industries, it would 
not be possible for us to bring down the cost. 

The second factor is the raw materials. As 
long as the raw material costs are much 
higher than the raw material costs in other 
countries, to that extent the higher cost of 
production will get reflected here also. But 
we are trying our best to produce all the raw 
materials within the country so that the 
foreign exchange scarcity will be got over. 
We are also trying to see that these raw 
materials are produced at a reasonable cost so 

ihat all the machines, not only the 
automobiles but the various machines which 
would be using these raw materials, are 
produced at a reasonable cost. That is one 
aspect which we wi.l have to keep in mind. 

Then various suggestions were made with 
regard to roads and various other things. As a 
matter of fact it is quite outside the scope of 
my Ministry. They should be considered by 
the Transport Ministry. The various other 
suggestions made, I am sure, will be taken 
note of by the concerned Ministries, and I 
hope they would take steps to see that proper 
roads are made available. 

With regard to taxes and all those things, I 
hope the Finance Minister will take note of 
these questions and have a tax struoture 
which would fit into the economy of our 
country. 

SHRI GOPIKRISHNA VIJAIVAR-GIYA 
(Madhya Pradesh): May I know whether the 
production of jeeps 13 increasing? 

SHRI C. SUBRAMANIAM: AS far as jeeps 
are concerned, we fixed a target of 10,000 for 
the Third Plan. We have already achieved the 
target particularly because .of the emergency. 
But till recently, the entire production was 
being absorbed by the Defence Ministry. 
From this month onwards they are releasing 
some for civilian consumption, and I am told 
that in the months to come progressively 
more and more jeep vehicles will be released 
for civilian consumption. 

SHRI GOPIKRISHNA VIJAIVAR-
G.TYA: The Japanese model is a much 
improved model. Are our people adopting  
some   improved   model? 

SHRI C. SUBRAMANIAM: It should be 
possible for us to bring out whatever model is 
possible. I am glad the hon. Member 
mentioned about this. One aspect of this 
automobile industry today is that we are tied 
down to the models which we have got from 
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[Shri C. Subramaniam.] our collaborators. 
We do not do any research or development to 
bring out new designs. In Japan, while in the 
beginning, they got into collaboration with 
foreign producers, later on, because of their 
own research and development they were able 
to produce own designs which would suit their 
conditions with regard to road, with regard to 
climate, etc. But unfortunately, we are still 
tied down to foreign callaborators, and .1 hope 
and trust that in this direction also we would 
be making progress in the near future so much 
so that cars of Indian design suited to Indian 
conditions would be produced here and in 
large numbers. It is my view—it is an anti-
Marxist view—that individuals should own 
cars and that too in large numbers—and this 
has been advocated by Mr. Bhupesh Gupta 
proving the theory of Prof. Ruthnaswamy as 
to how far the Communist Party is pro-
Marxist, how far they follow the Marxist 
principles, how far they believe in them. As a 
matter of fact they say that   there   should   be  
more   cars   for 

individual consumption. That itself shows 
that they are breaking away from the Marxist 
principles. (Interruption)    ,1 am not 
yielding. 

I do not think there is any more point for 
me to mention. But I am grateful to the 
Members for highlighting the various points 
which the Government have got to take note 
of in developing this automobile industry. To 
the best of my ability I give this assurance, we 
shall see that there is greater efficiency, that 
these vehicles are produced at lesser cost, and 
that our people are benefited more and more 
by the development of this industry. 

THE   DEPUTY   CHAIRMAN:    The 
House stands  adjourned till    11  A.M. 
tomorrow. 

The House then adjourned at 
twenty minutes past five of the 
clock till eleven of the clock on 
Friday, the 22nd November, 1963. 
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