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to Matters of

Urgent Public

Importance
information gathered from the West
Bengal Government go to indicate
that the position is satisfactory.
Again, we checked up this morning
the position from the West Bengal
Government and also from our
Regional Textile Commissioner’s Office
in Calcutta that the supply and
prices of whole range of varieties of
textiles is satisfactory. 1 can assure
the hon, Member that we are con-
stantly watching both the situations
regarding price of cloth as well as
availability of all varieties of cloth
during the forthcoming Pooja and
Diwali festivals. If for any special
variety of cloth any shortage or price
rise is noticed, Government will take
immediate steps to see that supplies
sre forwarded from the producing
centres to Calcutta Region so as to
make available adequate quantities
of different varieties of cloth at stipu-
lated prices,

Shri Dinen Bhattacharya (Seram-
pore): May I know whether it is a
fact that in the retail loth shops it
is very often found, especially curing
the Pooja season, that the buyers do
not get cloth at the price stamped
on it?

Shri Manubhaj Shah: No, Sir. We
have a Regional Textile Commis-
sioner’s Office in Calcutta with very
superior officers. As I have said, we
have checked up from them as also
from West Bengal Government offi-
cials. There is no such complaint.
If the hon. Member can forward any
such complaints, we will have greater
reason to take it up with them,

Dr, Ranen Sen (Calcutta East): May
I know whether the Government of
India or the Government of West
Bengal have got any independent
machinery to check up every shop or
every bazar to find out whether cloth
is sold at the stamped price?

Shri Manubhai Shah: It is not at ail

necessary. There is a whole Civil
Supplies Department of the Govern-
ment of West Bengal, and we have
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got a Regional Textile Commissioner’s
office there, It is not necessary to
check up every shop, every fabric
and every retailer. You can see very
well that if the complaints come,
they are quite loud enough to be
heard even here,
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“This company does not main-
tain any cost accounts, Adequate
production and statistical data
are maintained, but these are not
co-ordinated to enable the cost
of production of the wvehicles to
be easily determined. Although
Standard Labour Hours for the
various components manufactured
in the machine shop are avail-

able, no reconciliation is made
between the actual and standard

*Half-an-hour discussion,
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hours. Standard specifications of

material are available
the assembly shop.”

only for

No sufficient data are maintained for

all this.
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“The Chief Secretary of the
Saurashtra State Government has
forwarded to us a proposal from
Bayerische Motoren Werke,
Muchen, for establishing a motor
cycle and small car factory at
Bhavnagar for the progressive
manufacture of the B.M.W. Moto-
coupe ISETTA cars.”
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“The importance of a suitable
training scheme had been stres-
sed time and again by the Tariff
Commission in both their reports
of 1953 and 1956 respectively. It
was, therefore, extremely dis-
appointing to find that the manu-
facturers who have been longest
in the field have thought it neces-
sary to accept this advice. The
only unit which has, in our view,
a really satisfactory and adequate
training programme for its
workers is TELCOS.”

“Their experience shows that
the output of the Indian worker
is not much below that of the
German worker and taking into
account the difference in wages
we feel that with proper atten-
tion to training the Indian indus-
try can well off-set some of its
disadvantages by a reduction in
wage costs."
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Shri Heda (Nizamabad): In view
of the fact that the Government also
believes that the greater pro-
duction the lower the costs, may I
know whether Government can per-
suade these and other manufacturers

to d_ecrease the quantum of the
foreign components ang give them
the temptation that more import

quota would be allowed so that with
the limited increase in the import
quota greater number of cars can be
manufactured? If so, what is the
Government’s programme in this re-
gard?

The Minister of Steel and Heavy
Industries (Shri C. Subramaniam):
Mr. Deputy-Speaker, I do not think
that in this short time I will be able
to cover all the points that were
raised with regard to the automobile
industry. The hon. Member, Shri
Sinhasan Singh was giving figures
with regard to the performance of
Hindustan Motors. As a matter of
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fact, Hindustan Motors’ price is com-
parable, taking the size of the car and
various other factors, to the price of

~Fiat or Standard which is being manu-
factured here. Therefore, generaily
we find that the cost of production is
higher here than in the UK and other
countries. For that, one reason which
it was being advanced by the hon.
factured here. Therefore, generally
workers have been employed there
and the production is generally not
upto the standard or there is ineffi-
ciency there. I suppose, this is an
answer to those who claim that the
private sector is always efficient and
the public sector does not perform
efficiently. It is a sufficient answer.
But I need not go into that. I have
to explain what is the price struc-
ture now and what it is based upor
and whether there has been an in-
crease in the recent past.

As far as the Ambassador car is
concerned, in 1956 the ex-factory net
dealer price was Rs. 8,308. After that
there wag a Tariff commission in 1956-
57 and at that time the cost of pro-
duction of the car, after the inquiry,
was fixed at Rs. 9,224 and the ex-
factory net dealer price was fixed at
Rs. 10,146. Subsequent to that in
1958 Hindustan Motors claimed that
there should be a further increase of
Rs. 1,206 because of the increase in
the cost of production. Then an esti-
mate was made of the cost of produe-
tion and as aaginst the claim of Rs.
1,206 the Government allowed only
Rs. 300 as increase in the price. So,
frcm Rs. 9,224 in 1957 it was increas-
ed to Rs. 9,524 After that there has
been no increase given at all on the
basis of the cost of production. For
the cost of production no increase has
been given but I am coming to the
fact that the sale price was increased.
Whereas no increase was given for
cost  of production, a  small
sum of Rs. 17 was allowed in Octo-
ber, 1962 for the enhancement of
ocean freight and CKD  shipments.
But for that there has been no in-
crease at all given by the Government.
On the basis of Rs, 3,524 cost of pro-



Discussion re:

7425

[Shri C. Subramaniam]

duction, the ex-factory dealers' price
was fixed at Rs. 10,476. Now the
dealers’ price is Rs. 12,679. That is
mainly because anp increase in duties,
excise, customs, etc. has been imposed
by the Government during these years
to the extent of Rs. 2,081.73 nP.
Therefore, whatever increase has
taken place in the sellers price sub-
sequent to 1959, has happened because
of the excise duties and other customs
duties which had been imposed by the
Government. Till now, we have given
no increase for the increased cost of
production, but they have made a de-
mand now that the cost of production
has further gome up and that they
should be paid a little nigher price
and recently a cost examination has
taken place and that report is still
under the consideration of the Govern-
ment. After the whole consideration,
we will have to decide whether we
have to give an increase in price.

Here, we have to take into account
the fact that we are insisting that more

and more indigenous components
should be used and we have
fixed a target of 90 per cent indi-

genous content to be reached Lefore
the end of 1964. These indigenous
components are produced in various
ancillary industries. Therefore, these
producers are asked to purchase these
components from these ancillary pro-
ducers. Unfortunately, the cost of the
indigenous components is much more
than that of the imported components
because the cost of production in these
units is much higher than what s pre-
valent in other countries. Because
here also the economies of scale come
into the picture. We produce only a
small number of components and,
therefore, the cost is necessarily high.
When we want them to use more and
mare indigenous content, to that extent
the cost of production also goes up.
That is the phenomenon we are finding
today. At the present moment, Hin-
dustan Motors have reached roughly
80 per cent indigenous content—this
is about the Ambassador car. But I
must assure the House that before the
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end of 1964 this 90 per cent target
will also be reached. To that extent
we will have to examine the cost of
production taking into aceount the
indigenous components which they
are purchasing from the local snurces
and to that extent we may have to
give an increase in price to the pro-
ducers.

Then, a point was raised, how does
it compare with the price of a Morris
car in UK. The Ambassador car is
a replica of the Morris car. This was
examined by the Tariff Commission
and at that time it was found that it
was roughly 38 per cent more than
the cost of production in UX. Recent-
1y, we have been examining this and We
find that today according to the figures
given by the Hindustan Motors, the
current price of a Morris (Deluxe) car
in UK. is £ 633, that is, Rs. 8482 ex-
clusive of purchase tax. On this basis,
the price of an Ambassador car is
about 25 per cent higher than that of
a Morris car in UK. But this price of
£ 633 js for a Morris (Deluxe) madel.
And the Hindustan Motors claim that
the Ambassador car is equivalent to
the Morris (Deluxe) car. If we take
an ordinary Morris car, and not the
deluxe car, then the cost of produc-
tion of the Ambassador car is 33 per
cent more. Therefore, this is a matter
of equating, whether it is equivalent
to a deluxe car or an ordinary Morris
car. If we equate it to a deluxe car,
it is 25 per cent higher, but if we equ-
ate it with an ordinary Morris car, it
is 33 per cent higher,

Then, the question was raised whe-
ther they cannot increase the preduc-
tion so that the cost of production
could be brought down. It is a ques-
tion of allotting foreign exchange for
the purpose of importing equipment
to increase the number of cars which
are being produced here. During all
these years, we have given priority to
the production of commercial vehicles.
Therefore, whatever foreign exchange
was available, that was made avail-
able to the commercial vehicle pro-
duction and we have given only a
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lower priority to the car production.
So, it was not possible for us io allo-
cate foreign exchange for the purpose
of importing equipment to incresce the
production. Lately, there has been a
drop in the production of cars. That
is mainly because there is still a cer-
tain foreign component which has got
to be imported. And only when ‘oreign
exchange is made available, the
1orelgn components can be imported
here and cars produced. In view of
the scarcity of foreign exchange, ‘he
foreign exchange available for -llot-
ment for the import of eomponents has
been slowly coming down, and, tnere-
fore, the import of components also
has gone down, and naturally, the
production of ears also has gone down.

BHADRA 29,

As a matter of fact, during Tuly-
August, because there were no match-
ing components available, they had to
completely stop production of Ambas-
sador cars. Again, we have allocated
foreign exchange and it is expected
that from September onwards, the
production will again start. Tkis is
the real difficulty. Therefore, it is &
question of the availability of foreign
exchange, and since the production of
cars has got only a low priority, we
are unable to give as much foreign
exchange as we would like to give to
that,

1885 (SAKA) Morris Cars
As far as the economie unit is concern-
ed, it is generally considered chat a
unit with one lakh production will be
an economic unit. Some may say, of
course, that the figure is 60,000; but
still, it is very high compared to what
we are producing today. Uniess we
are able to have a production at that
level, it may not be possible to bring
down the cost so that it is comparable
to the cost in other countries. That
is the real difficulty that we are facing.

Shri Heda: What is the capacity
of the plant here?

Shri C. Subramaniam: If they have
got to increase the capacity, then, to
that extent, we shall have to import
capita] equipment for which foreign
exchange will have to be given, but
we do not have that foreign exchange.

Shri Heda: I wanted to know the
present capacity.

17.47 hrs.

The Lok Sabha then adjourned till
Eleven of the Clock on Saturday, the
21st September, 1963/Bhadra 30, 1885
(Saka).
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