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by

Professor K. T. Mcrchant
Member, Tariff Commi.sion
Bombey, India

SUMMARY

1. This paper points out the importance of the automotive industry and tho use
of automotive equipmunt for the sconomic devalopmont -f the country In

davaloping countries, priority should bc given to> the constriction of a network
of roads

2. The history »f the nutonmotive irdustry in Indin from th: puriod of importo-
tion through cssembly and finnlly to local praduction is comprehensively
racorded. Tho dovelopment >f the mtomotive nnd nncillory industrics in Indic
wng considercbly influenced by *+h: policias of th. Governmont  Since the onrly
19508, only monufrcturing fimms hiave been allowed ty continuo their activitics.
Soveral protcctions have boen cstrblished

* This is o summery of ~ papor issucd undar the same title os 1D/WG 13/10.

l/ The views and opinions oxpressad in this pap:r ~re thosc of the zuthor ~nd do
not nacesserily rcflect the visus of the Govormment of India, the Tariff
Commission, nor the secretariat of UNIDO.
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3. The 1lnck of forcimm currcncy ~nd the inplament~tisn of the recommendations
for the substitution of imported ports by loc~lly produced components stimula-
ted the Indinn automotive prrte industry. The loeal contont for approxinately
73,C00 wiLizles producad in Indi~ in 166 w~s ~hout 84 t~ 96 por cent, inclu-
aing importc:d r~w motorinls snd contents of locally produced componcnts., In
1365 ~n ~greement was renched far the indication of items to be produced by

components producers ~nd thoce to be produced by vehicle manufrcturcrs.

4. The poper discussec the difficultics of the Indi-~n market -nd tho dig-
~dvrntngss of the means of proc.ction which permit producers of non-economic
rnd substndeord cquipnent L3 survive. . fear of monopoly was responsible for
/Mccnsing t99 nony a~mv~cturers nnd this eventunlly led 4o low volume, costly
production, ond too gre~t ~ variety >f products. Proaduction should be con-
centroted nmong - few mhnafacturcrs ~nd emphasis should be placed on thoe deve-

lopnent of genernl purpose machines

5. The paper states that in Indin resenrch ~nd indigenous designing are
neglected,  Somc idens nnd recommendntions ~re offored for improving the
~utomotive industry's present situntion in Indir. These might also be applicable
to developing ccuntriez. The renscns for th- success of the 3razilian automotive

industry are citec and should be considered by Indian authorities and manufacturers.
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I. IMPORTAI'CE OF THE AUTOMOTIVE IHDUSTRY LI DEVELOPING CCUNTRITS

1. The automotive industry has brought about a revolutionary change in wost-
ern couniries. Apart from its impact on the economy - today it is an index of
the health of an advanced economy - it has broupght about remarkable changes in
habits, fashions and manners. T1 has made men and materials astonishingly
mobile, destroyed age-old social isolation, discouraged parochialism and widened

effectively the horizons of men.

2. The %“asic requirement for economic development is an adequate infrastructure
end, in particular, adequate communications., Developing countries usually suf.-
fer from a yrossly inadequate infrastructure which createes confusion and, what
is worge, a vicious circle, Industries do not develop hecause the infrastruc-
ture is inadequate; the infrastructure remains inadecuate because the indus-

tries do not develop.

3. Historically railways have played a crucial role in industrial revolution
and economic development. In the context of modern technology it is necessary
however, to give a higher priority to roads and automotive transport, as they
are destined to play an increasinpgly sienificant role in the process of econo-
mic development. Railways require 2 much larger investment than roads, and
the inadequate density of traffic in developing cruntries may not justify the

development of railways even where the factor of distance is in iis favour.

4. For u developing economy such as that cf India the significance of the
automotive industry has to be viewed in the context of its role in economic
development. Developing countries arc predominantly agricultural, with a low
productivity, a high rate of population frowti, a lcw per capito income, low
saving, low capital and low living standards. Al) these create a situation which
is apparently irremediable., The need for rapid economic development is all the
more imperative in such countries, particularly in the context of a democratic
system, as in India. Even for more social and political stability, a rapid
transformation from an under-developed economy to a fast developing economy has

become essential. .

5. The role of the automotive industry should be examined in this context.,
India remains basically rural despite industrial development under the five-
year plans, and despite urbanization. The urban population is still approx-

imately 20 per cent, Agriculture even now contributes about 50 per cent to the
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national income., With its vast territories, India's essential need is a vast

network of communications,

6. One of the main defects in agriculture is poor marketing. I'armers are
spread over 550,000 villapes, many of which are not within easy rcach of mar-
kets in tovne and urban centres. The linking of farms to villeges, villajes to
towns, tolus to cities and administration centres by a network of roads is ab-
solutely neccssary for economic development . The interior of the country and
in particular the backward regions rnced to be developed, This can be done by
means of rouds rather than railways. Tvery village should be in cawy and quick
communication with the market go that fertilizers, equipmert, other goods and
facilities can be easily carried there. An inter-villege communication system
also neede to be properly planncd, so that an integrated regional economy can
be develoved in this vast sub-cont nent. lHcouever, the bullock cart is still

the main currier.

T Ir bresking the economic and social isolation of villages the automotive
industry can play a significant role. Light trucks, vans, buses etc. will
help to evtend the rapid movement of men and materials to markets, and make
the marketin; of agricultural commodities more effective and profiteble. Any
improvement ¢f this kind in agriculture - the foundation of all developirg coun-
tries - ic bound to palvanize and accelerate the entire eoonomy. Higher incomes
resulting. from better marketing will encourage improvemert in agriculture an
increase the demand for consumer ¢oods, which, in turn, would help industrial
development. The automotive industry will cncourage the construction of more

and better roads; and these in turn will stimulate the automotive indusiry
through a flourishing road. transport industry. From the point of view of dcfence
as well, the automotive industry is very vital. That the automotive industry
would encourage other industries, build a skilled labour force and stimulate
technolosy is evident. It would as well, have a political and psychological

impact.

1I. BACKCROUND AND HISTORY OI' THE I'STABLISHITT'T AMD DEVRLOPMT'NT OF THL:
AUTO OTIVE AND AUTOIOTIV™ "QUIPITNT INDUSTRY IN INDIA,,1598:19KO

Tarly history

8, Tt is uot quite certain when the first automobile arrived in India. As

’ n

early ar .~ (Cctober 1£9%, .r, Dinshaw I, Vachha proposed a resolution in the

Bombay .wunicipality "thai the lwnicipal Commiseioner be requested to obtzin all
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necessary information with reference to Petroleum Automobiles with a view to
their introduction by the lunicipality, if possible, as a substitute for bul-
lock carts.'g/ The introduction of automobiles in place of meat vans and far-
bage cars drawn by bullocks was considered uneconomic and hence no automobile
was bought.

9. The [irst car seems to have arrived in Indiz in 1897 or 1898, 1In 1894
there were 1ot more than six cars evern in the United Stateg of Amcrica; so
the import of a car to India as early as 1RC7 or 1808 is worth noting.

Ir, B, iI. Tlewitt, & municipal engineer of lombay, was one of the first owners

of a car in Bombay.

10, According to S, M, Edwardes, more than 000 new motor cars appeared in the
streets of llombay between 1005 and 1907. In 1909, the total number of motor
vehicles repistered was 1,795, increasing to 4,947 in 1915, Heavy lorry type

vehicles in use numbered 70 in 1915.

11. 1In Calcutta, according to I, P. Richards, only 17 heavy motor vehicles had
been licensed at the end of 1910 and 22 in 1912, In 1912, 1,790 motor cars

and taxis had been licensed.

12, The official figures of the value of imports Ly sea of motor cars, motor

cycles and parts in British India are as follows:

Table 1

Value of vehicles and parts, 1907 to 1912

Year Value g in & 2

1905/06 234,830
1906 /07 297,839
1907/08 422,956
1908/09 287,615
1909/10 317,139
1910/11 488,295
1911/12 669,020

g/ Proceecdings of the Bombay lunicipal Corporation, Vol. XII (1805-1£96), p.495.

3/ S. 1. Edvardes (1923) Bombay City Police - Historical Sketch 1672-1916,
pp.130-131 and 176.

A/ Statistical Absiract relating to British India, 1903-04 to 191c2-13,
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13. The #irst World lar greatly stimulated the import ol automobiles to India.
In 1913/1&7 the value of imports (by sea) of motor cars, motor cycles, motor
wagons 2 paris increased to & 1,022,042, The number of imported motor cars
was 2,880, motor wagons 76 and motor cycles 1,046, Despite a fall in 1914/15,
the imports increased to a high degree 1in 1916 /17 when 4,778 motor cars, 52
motor wagors and 1,675 motor cycles were imported whose value topether with
that of motor parts came to & 1,429,364, DRecause of restrictions put on by
the CGovernment, imports fell in the next tuo years. ir 1018/19, the total value
of imporle vias only & 259,261, Uith the removal of restrictions, hovever, the
imports spurted to & 3,926,433 in 1919-.0 and the number of motor cars impor-
ted was 5,905, while thet of motor wagons and motor cycles was 1,229 and

2,332 respectively.

14. An interesting feature of the imports was the increasing share the United
States of America had in the Indian market since 1915/16, In 1913/14 out of the
total 2,800 imported motor cers, 1,669 came from the United Kingdom and 868 .
from the United States, whereas in 1916/17 502 and 4,100 respectively were im-
ported., Cut of 9,925 motor cars imported in 1919/20, the United States supplied
9,295 ae apainst 448 by the United ingdom. Another interesting feature was
that Bengal used to absorb a larger number of motor cars than Bombay until
191718, Out of 14,006 cars imported between 1913/14 and 1917/1€, Bengal's
shere was 9,499 as against 4,091 of Dombay. The motor transport industry

stimulated during the war had become a regular feature of the Indian economy.

15, The increasing number of automobiles on the streets of Bombay, Calcutta
and Madras created a problem of regulation of traffic, The first act - the
Bengal Motor Car and Cycle Act, 1903 - was passed at the instance of the
Commissioner of Folice, Calcutta ("in expectation that motor cars would be
introduced in the country in some numbers before very long"é/), to invest him
with powers to regulate their use, This act was followed by similar acts

in Bombay (1904) and Madras (1907). The first car - a 12 hp Orleans - was re—
gistered in Bombay by lir. Richard Lamb in 1905, 'ith a view to bringing about
uniformity on important matters in the different provincial vehicle laws, the

Indian liotor Vehicle Act was passed in 1914 by the Government of India.

5/ Proceedinys of Bengal Legislative Council, 1903, p.23,
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16. The Tniernational Convention connzr.irns tiavel by motor vehicles vag
dravm up and signed Ly & number of couniriee in Paris on 11 lay 1909. The

Government of India gave its concurrence ito this convention on 1% July 1911,

17. One ir. K. B, Vadia started & firm known as ihe '"Bombay Cvele Agency"

in Bombay 25 early as 1884, In 1#08 this company claimed to be the first

motor car arency in India, changing the neme of the company to ' Lombay Cycle
and liotcr Agcency." o agtatictics ol the imporis of cers vere maintained prior
to 1606 though a number ot lifrerent types of care vere already imported into
the country. such as Veiturette 7 bp, Brown 1: tu 14 hp, Upeedwell, Argyll

10 to 12 hp, Orleans 12 hp and Oldsnolile.

18. The Indian Fotor Taxi-Cab Conpany was the pioneer of the taxi-cab in
Bombay operating twelve first class cabs in the streete in 1909, Iy 191

the number of taxi-cabs licensed haa increased to 94, A motor service wago
introduced in 1906 between Poona and i.ahabaleshwar and Yathar and liahabaleshwar
by the ilahabaleshwar liotor Service Co. and thc postal authorities entrusted
their mail service to this coupany in 1907.9/ It is reported that commercial
bus service was started by Simpsons in laaras in 1909 and Yalfords in Calcutto
in 1922, but these were short-lived. 4. V. Sundaram Iyengar & Song Private Ltd.,
who staried coperatiors in 1912, claimed to be ‘he pioneers in the development

of commercial motor transport in India,.

Autoiobile asnembly

19, Tuo automobile manufacturers, cne from ithe United States and one from
Canada, set up local conpanies tc do cvuriness in motor cars and trucks in the
twenties. Ceneral lMotorc Tndio ;td. bepan assemblin; trucke and care from
components and parts imported from thc United States in completely knocked

down (CKD) condition in their factcry at Bombay in 192L, ford iotor (o,

India Ltd., started assembling #ntomobiles in Fadras in 1930 and in Bombay ar-l
Calcutta in 1931. The assembly planie 2t Calcutta and liadras were later closed
down by the company. According to Peninsular liotor Corporation Ltd., Calcutta
their sister company, G. lMackenzic & Co. was the firct fto start the assembly of
cars and trucks from CKD parts in their workshop at Calcutta in 1926, Addisonr

& Co. commenced CKD assembly of cars and itrucks in hadras in 1936, In 104.,

g/ M. G. Giles (1912) The liotor Vehicles Laws, pp. 62 and 97.
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one ..r. ...bhat :chte vut ue o rlenc to ngecnble Ctudebaker cars a2t Jkha in
Faroda State with the help of some Ahmedahad firanciers. This was imowm

o5 iotor inuse, Cujerat. “hoce ~iher CiD vehicle ossembly plants vere estabe
lished letveen 1946 and 175C, i.c. Devarfs Tarage snd Ingineering lorks,

Calcutta, ' eninsular lotor Corpora*ion 1i¢., Calcuttay and I'rench Fotor Co. Itd.,

Bomboy .

Autorntive ‘naustiry in India

20. Sir . Visvesaraya wag the first to contemplate sterting an zutomobile
industry ia Irdia. He called n mecting o! the leading industrialists, business-—
men ond finuaciers on & April 1037 ot Pombay House, Thereafter, he undertook

a tour of Jurope and thc Unitsd JStaes to irvestiprate and prepare a scheme
proper for .ndian conditiens., IIis rirst repori ias circulated in April 1936
to those 1iterested in the nroject, In by 1936 copies of this report were
submi sted as well to the Covernment of India and the Covernment of Bombay,
geeking thair wciine 'ulp. On 20 flerch 1039, the First Congress Government

of Bombay under iir. 3. 4. Kher expressed 18 villingness to guarantee interest
on share capital of Bs., 15 million for the f:irst teu years on certain condi-
tions: First, that the promcters should obtain frem the Government of Indie
two concessions which they had previousl: zpplied for: second, that the present
revenue duty of 37; per cert on mater vehicles and parts would rot be lowvered
for = term of ten years: end third, thot e rebute ould be raid on the duty

on any imported spz2cial paris ured in the manufacture of automobiles., A further
condition vac that the neu [actory shoul? W c~t up and operated by a firm of

managring agents,

21, The Covernment ot Irdia replied in i‘ay 1$39 thai it was impossible for

them to give the guarantees desired, These corditions wer:z later waived by

the Congress linistry cf Bombay, 'ui socn after that the war broke out and

the Congress i.inistry resigned. The Governmzn. of fombay came under the

personal rulc ot the Governor: yet he vas willing 1o ratify his predecessor's
promise proviled tha! the Governme:nt of India afreed that the industry would

help the vor effort. The Governren. of India expressed mere countenance for

the scheme ard ultimately turned Jow the propeosal in December 1940 on the

grounds of difficulties created by the war, even though they vere not only in need

of automobiies o 21l kKinds, bat wer . -1ialiy placing orders on a large scale

avroad, 7Tut for the necative atcitude of the then British Government ir India




the automctile industry vould huve buen establisled Lefore the lecond Lorld
"ar, played its part in the var effort and saved valuable ferei¢r ¢xchange
for the courtry. Ctimulated ty the wor, the irdustry vould have had o real

breakthrou; I and been or a sounder footin, today.

22, .eserc. Valchand & Co. ertered 1nto en agreement vith the Chrrsler Corpo-
ratior of Detroit, Urited States, in July 1920, or a royalty basic, vherely

the Ameri~:r company undertook to give 2all necessary help to estallish a ifac-
tory in Bombay I''r the manufacture of motor cars and trucks. On -0 October

1941 they submitted the plan for the manufacture of avlomobiles to the Governmcnt
for their ccnsideration. Ulespite strenuous efforts hy Sir I.. Visvesaraya and
I'r. Yalchand Hirachand, it vas turned down. The promoters then sought the help
of the State of lysore. The “tate vas at first villing to help but the "ritish

Covernment c¢issuaded it from doing so.

23, The first company, Firdustan :otors 1td., vas re;istered by Dirlas in
Baroda Statc in February 194.. They signed an acreement with Lorris in 1645-46
to assemble or manufacture iorris 1C in the name of llindustan 10. 1n June

1945 Premier Automobile Co. was registered in Dombcy. Toth these compaules
were started with the idea of manufacturin: but began only as assemblere. &
number of firms vere already assembling different kinds of cars. The Okha plant
of liotor House, Cujarat, was boucht ' Birlas in 19/5. The exact location of
the factory @t Calcutta was decided in June 1947: a factory was constructed at
Uttarpara in Calcutta and operations for assembly of C.I vehiclec bepar in 1018,
The Okha plant was transferred to Uttarpara. The company also estarlished a
complete plant for the manufacture of automobile comporents such as engines,
gear boxes =nd differentiale. They began manufacturin, with imported castings
and forgings tovards the end of 195C. Tremier Automobiles completed their fac-
tory and legen operations and assembling or cars in llarch 1947. As of 1947,
they manufactured components such as radiators, propeller shefts, universal

joints, needle bearings, leaf and cushion springs, exhaust and tail pipes.

24. In addition to these tuo units, the Covernment approved the programmes of
Standard iotcr Products of India Ltd., Madras and Automobile Products of India

Ltd. . Bombay., The Government alsc recogrized Ashck Motors Ltd., Medras as manu-

facturers., These firms constructed their ractories and started assembly opera-

tions during 1952 to 1954.
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Soveroment poiicy

25. "™e need for the cetabtlishmert of the zutomobile industry in Indiz was re-
cornized by the Govermmert o!f Tndiz in 194% when a panel on automobiles and
tractoirs wac set up to make racommerdatic.. for their development. The panel

submitted itc report in 1607,

26. The Industrisl Policy iecolution of the Covernment of India of April 1948
classified automobviles anc trecior industries cs important subject to resulation
and control uy the Central Government. In 197 the Government decided that the
importaticir >f motor vehicles shouid be allewed in CKD condition: and in the
case of nie assembler permissiorn was piveun to inport vehicles in semi-knocked-
down (SKD} condition for one year, Put a {urther increase irn assembly rapacity
beyond vhat wvas ir existence in 12i2 was not encouraged. From April 1950 the
custom duty »n cert2in parts which vere likely to be manufactured locally 'n

the next twu years was raised with a view to encouraging the rapid development
of the autoumobile industry, pending ar expert inquiry into the question of pro-

tection and/or assistance io the industry.

Automobile Expert Committee, 1950

27. An Automobile Txpert Cormmittee was appointed in June 1950 to make roecommen-
dations for reclassificatior of particular automibile parts in categories bear-
ing different rates of impori duty. According to the Committee, the parts that

were manufactured in india ~1i that time were:

(a) Engine componcnts

(i) Rubber mountin, s

(i1)  Hose pives, cther fuel iine hoses with connexions
(ii1) Fuel pump diaphragms

(iv)  Fan belts

(v) fufflers

(vi)  FExhzuct pipse and teil pipes

(b) Freme and body conponents

(i) "arpets r.ade *o size and shape

(11 Cushion zprings

(111 Door and window fittings excluding ¢lass

(iv) #im materials (leather, jute, canvas and leather cloth)

made to 5ize or shape




(v} 3us todies

(Vl) Station wagsor bodies
(vii) Truck btodies

(viii) CSteel calLs for lorries
(ix) Pick up bodies

(x) Panel van todies

(c) Other components

(1) Caskets
(ii) Rubber comronents (not otherwise specified)
(i1i) Horms (not ctherwise specified)
The automotive equipmert industry had reached this staye by 1950 but raw materi-

ale and other items required for their manufacture were still being imported.

28, The reciassification recommended by the Committee was accepted by the Cov-
ernment and tock effect March 1951, The Government also put restrictions on
assembling in order to standardize types and models oi imported vehicles. The
assemblers were required to import only tiree types of cars and trucks from
each of the dollar and soft currency areas, In liay 1950, assemblerc were ine
formed that after 1950 automobile firme not having manufacturing plans would
not be oconsidered for allocation of foreign erchange for the impor* of motor

cars and trucks. This date was subsequently extended to 1952,

29. After 17249 Hindustan Fotors and Premier were given orders to supply Stude-
baker and Dodge trucke for defence requirements. In recognition of their

progress, a small amount in fo~eign ecxchange vas allocated to them in 1951, In
June 1952 further encouragement was given them by reducing the exchange alloca~
tion for pure assemblers to the extent oi < per cent and distributling this sav-

ing ag an additional allccation *»> these two firme,

First Tariff Commission Ingquiry, 1992

30. A reference was made to the Tariff ‘omuission in 1952 to inquire into the

automotive industry and to report on the question of protection or assistance
to the industry, and on sieps necessary to encourage the growth of ancillary
industries. Mr. W, R, Vorwig, Secretary General ol the Association of Auto-
mobile Industry in the Federal Republic of Germany, was appointed as an expert
to asesist the Commission in its inquiry.
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11, Accordir. to the Commissior report, the annual capacity of all the twelve
assemtlers ir 195 was 84,014 cars ard commercial vehicles, with 31 models of
cars and .. of commercial vehicles. The average arnual sales from 1048 to 195«
were 10,740 vehicles (o 426 cars and 10,20 vehicles). But a mojor part of the
production vne used only for assembling of vehicles and the capacity was much
in excese of the domestic demand- less than 25 per cent of the production was

being utilized.

32, Of the two manufacturing companies, Hindustan “otors had made some progress
in manufacturing certain components (i.e. crank shafts, cam shafts, cylinder
heads, velves, transmission gear and gear Loxes, rear axles, hubs and brake
drums, oil pumps, oil filters, frame and body ccmponents, nickel components and
grey iron castin{s), though raw matcrials, stampins and castings were imported.
Complicated items such as carburettorrs, air cleaners, vindov pegulators,
clutches, brake and clutch liring, body sheet metal parts and glass vere all
imported. TCremier had not made any significant progress in the manufacture

of major components (i.e. engines, transmissions, rear axles) but they were man~
ufacturing some ancillary parts such as prope.iler shafis, radiators and jacks.

Raw materiels and some parts vere imported.
33. The most important recommendations of the Tariff Commission were:

(a) That the manufacture of motor vehicles should be restricted to the
fims whichk had undertaken or would undertake to manufacture them in
accordance with the phased programme;

(b) Thet the present high rates of import duty on components did not help
the indusiry and increased the price ~f vehicles to the consumers;
and therefcre the duty should be reduced to a flat rate of 40 per cent
ad valorem.
The Commicsion emphasigzed the urgency of attaining self-sufficiency in the
production ol commercial vehicles both from strategic as well as economic

congiderations.

34. As orly a nucleus of ancillary industry existed iu the country, the Tariff
Commission further recommended that the Covernment should give encouragement
for the manufacture of certain imporiant components such as carburettors,
clutches e¢tc. in technical collaboration with foreipn firms. The Commission
also suggested a plan for progressive manufacture of components over a five-
year period, a scale of manufacturing of different models from year to year and

allocation of foreign exchange according to that scale,
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35. The other important recommendations were thot:

(a) The firms with manufacturirg programmes should become 1nuependern:t
of their for-ai(m aicociateu within as short a period as possible;

(b) A designing and research section should be set up-
(c) That plans for the trainirng of copprerticer be introduced;
(d) A proper system of costing shoula le initizted within one year:

(e) An association of manufactucers of motor vehicles and ancillary perts
ke forned to secure co-operatio. wurong the members;

(f) 4&n Automobile Standardization Committe. e get up for formulating
standards for motor vehi~le coumponents and & Development Council
for the ancillary inductry uander the Industries (Development and
Regulation) Act, 1951.

36. The Covernment accerted the recommendations of the Tariff Commission and
recognized the following five firme as manufscturers: Hindustan lLotors Ltd,,
Calcutta; Premier Automobiles Itd,, Bombay: Standard .otor Products of India
Ltd.; Automotile Products of India Itd., and Ashok iotors Ltd,, ladras.
Mahindra ard lahindra Itd, and Dewar's Garage anu "ngineering Yoric both were
allowed to function as assemblers of )eeps and lanu Rovers despite the fuct
that they had at that time no manufacturing programme. Only llahindra and
liahindra 1td. submitted a programme for the manufacture of jeeps which was
approved by the Government, The remairing pure assemblers, including Dewar's
Carage and Engineering Works, wera to curtail their operations by starecr,
ceaging their assembly operaticns within a period of three years., They vere
advigsed to conti ue operations in other activities, the most important being
the maintenance and servicing of vehicles on the road., The Government had also
accepted the recommendation regarding dvty on components and reduced the duty

on several components to bring CKD parts dows an av.rage of .J0O per cent.

37. A new unit, Tata Engineering and Locomotive Co. Itd. (TCLCO), presented
a programme for the manufacture of dissel commercial vehicles in collaboration
with Daimler-Benz A, G. of the Federal Repubtlic of Germany in 195%4. In addi-
tion to thie, Simpson and Co,, liadras and Automobile Producte of India [td.,
Bombay were approved as manufacturers of Perkins anui i eadowc automobile diesel

engines respectively.

38, 0Of the five approved manufacturers, Automobile Products of India [td.
was not able to proceed with their manufacturing programme of cars, tut they

beceme the pioneers in manufacturing scooters, three-wheelers and scooterettes
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in 1655, 7hey also became the leading marufacturers of clutch assembtly and
vrake systems for 2ll types of vehicles, Ashok lotors, due to various diffi-
culties in connexion with their manufacturing prosramme, ertered into an ajree-
ment with leyland llotors of Ingland and became a new company knovn as Ashok

Leyland 1td. tor the manufacture of cormercial vehicles of five tons and above.

“econd Tariff Commission Inquiry, 1755

39, In 10%, the manufacturers asiked for an increase in the selling price of
vehicles or the grounds of increased costs. Though ad hoc increases were allowed,

. hen a prima facie case for an ircrease had been presented by the manufacturersc,

the Covernment considered the issue of sufficient importance to merit a detailed
inquiry by the Tariff Commission. An inquiry was therefo.e referred to the
Tariff Commission in August 1955 concerning the progress of approved manufac-
turing pro;rammes, the steps necessary to implement the programme fully and the
fair ex-vorks and selling prices of motor vehicles. The services of lr. A. J.
Romer, i'ana¢ing Director of the Associated Cquipment Co. Ltd. (United Kingdom)
and Director of Associated Commercial Vehicles Ltd. (United Kingdom) were ob-
tained under the Colombo Flan to act as technical adviser to the Commission

from 21 April to 16 June 1956.

40. The annual assembly capacity, as declared by the six approved manufacturers
in 1956, was 49,800, This ves regarded as adequate to meet the demand estimated
by the Tariff Commission. The total production of all typee of vehicles increased
from 6,302 in 1953 to 14,146 in 1954 22,153 in 1055 and 14,657 in the first six
months of 1996. The number of cars produced increased fron 3,566 to 12,772
between 19,3 and 1955 and was obout 17,000 in 1956. The ouiput of commercicl
vehicles which was 2,71¢ 10 1953 and 5,037 in 1904 increased to 9,381 in 1955
and 6,19% in the first six months of 1956. The production of diesel irucks
which was only 15 per cent of the total production of medium and heavy trucks

in 1953 increased to 20 per cent in 1094, 63 per cent in 1955 and 73 per cent

in first half of 1956.

41, The following table gives the number and value of imported automobiles in
India between 1953 and 19%6:
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Talle .
Imported automobiles into India, 1053 to 10956
1993/5¢ 1094 /28 1955/56
No, Valuc ilo. Value Yo, Value
(Re.lakhs) (Rs,lakhs) (Rs. lakhs )
HMotor cars (including
taxi cebs)
(a) imported
complete 1,427 &6 .45 1,247 TL.71 1,582 109,04
(v) imported in CKD or
SXL condition 4,292 196,90 9420¢ 501,99 £GP0 470,08
Total 9,816 282,95 10,546 664,66 10,562 580, 0
Hotor omnibuses, motor
vane and motor lorries -
(a) imported with
bodies 1,763 111.74 385 31,89 195 ¢4.53
(v) chassis 2,406 215,13 4,158 3<6.51 £,606 73.,14
Total 4,189 326,87 4,543 35€.40 8,691 796.67

The above table shows that imports of completely assembled vehicles 7ac small,

42, In the light of the progress made by the produccrs, the Commission in their
report sutmitted in 1956 made various recommendations including granting pro-
tection for ten years. They laid dowvn a definite programme of manufacture with

priority for commercial vehicles,

43. Among other important recommendations were:

(a) Warlier phasing of the manufacturing programme of the engine, trans-
mission, rear axle, suspension and chassic members;

(v) leed for a suitably phased manufacturing programme for the industry
as a whole ag well n8 ' r individual unite in order to avold excessive
increase in the cost of vehicles;

(c) Impoegition of a definite obligation on the marufacturers vith approved
programmes to start production from indigenous materials within a
specified time limit;

(d) Avoidance of giving approval to too many ancillary pro jects simul-
taneously and to risky and costly ventures like the manufacture of
body panels for passenger carc-
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(e) Tevision of existing agreements to clearly define the obligations of
the foreign firms with regard to the establishment of manufaciure
in India; : : A :

(f) Setting up shops (such as the one at T3LCC vorks) for training vor-
- kers before they were admitted to the factory;

(g) Developinggfacilitics for designing of jigs and tools.
As regards fair price, the Commission was not in favour of a rigid system of
price control as it would have adverse repercussions on the development of the
automobile irdustry because the adoption of a maximum price would be inequit-

able .

Ad hoc Committee, 1059

44. An ad hoc Committee was appointed in April 19590 to review the progress of
the automobile industry and the automobile ancillary industry. It recommended
measures to increase the indigenous content of differert vehicles in the short-
est possible time and to reduce the cost to the consumer of cars, Jeeps and
trucks, [t proposed an appropriate pattern of organization for the future
expansion of the industry to ensure lou cost production and further suggested
the examining of the feasibility of producing a low cost passenger car within
the price range of Rs.5,000 to Its, 7,000,

45. According to the ad hoc Committee, the ma jority of automobile factories
were not equipped with machinery either well balanced or capable of the most
economic production, particularly in the case of the two oldest units,
Hindustan [ otore and Premier futomobiles, Only TZLCO, which had the advantage
of beginning their operation to meet a relatively large market, had modern
equipment, The policy of concentrating total domestic demand on relatively few
approved companies was to be continued, as it was essential for ensuring econo-
mic development., The importance of competition wes emphasized by expanding the
productive canacity of the existing units rather than by adding new units,
Companies that started as Assembly units and later converted themselves into
manufacturing units were at a disadvantage in matters of input-output ratio

and cost of production as compared to the later organized companies that were

started as manufacturing units,
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46, Thou, h the importance of 2 suiliuble tradaing soiene had been emphogised

time and aguin by the Tariff Commission in 1953 aad 1956, the ad hoc Uommittee

wag disaproirted to find thai tle oldest wnits Lud 1ot accepted thiu udvice,

Only TELCO had a satisfactory trairine programme and their experience showed
that the In'ian worker vus rot rmuch venira his Germar counterpart, taking into

account the differencec in vaget and vorking, cundations,

47. Inadequate technical supecvision il vastetful expenditure or saler cnd
distribution were also noted by the Committee. Io manufacturer except TLLCC
had ever attempted to .om-are ite standard time for production with that of
its collaborator in spite of a vide alvergence in the cost of production bee
tween the local manufacturer and its foreiym associates., Such a comparison
would have revealed steps to be taken to improve the technique of production

80 a8 to seccure better productivity and utilization.

48. Despite the recommendations of the Tariff Commission in 1956, the industry
did not take any steps to maintain an adequate system of cost accounting. 1In
order to make the industry cost conscions the Committee recommende. that the
Governmernit should instruct the indvstry to introduce an adequate system ol cost
accounting vithin six months after which the factory should be visited apgain

by the chief cost accountant to see that the ingtructions had been followed,
The Committee also noted that some of the companies had embarked upon a ma jor
manufacturing programme without making sure or the capital resources required

for an expansion of this kind.

49. The technical pub-committee of whe 2d hoc Committee assessed the production
capacity of the automobile industiy in 19€1 at 53,500 (:0,000 cars, J{',000
commercial vehicles and 5,500 jeeps and Jeep station vagons) and 3,000 petrol
engines, So far as ancillary industries wecre concerned, the Committee repor-

ted that the progress made was subgtantial,

50. They classified the ancillary industiry into three broad categories:

(2) Items the im rtation of vhich 4n not necessary - painte, lacquer,
varnishes, brake fluid; all upholctory materials and trimming parts;
tires, tubes, flaps, fan bolts, hoses, bulbs, horns, weather strips,
door bufferrs and all ot'cr rubber coirponerts except fuel and brake
hoses and brake parts; shackles, shackle pins, U bolts, centre bolte,
muffle and tail pipes: batteries. battery cables, rear lights, park-
ing and stop lights, auto bulbe, spark plugs of 14 and 1f mm; rear
view and mudguard mirrors, number plates, sun shades, sun visers,
luggage carriers, mascots and motifs, ash trays; cab bodies and truck
bodies of all categories; tire inflators and jacke,
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(b) Componerntg the productior. of which had atarted hut complete sclf-
sufficiency had _uot yet been achieved - leaf c-rrings, hub caps, shock
assorbers, trake lininc, T clutch facings, (askets, cylinder liners,
piston pirs, piston rings, eleciric horne, vire harnesses, dynamos
for cars, rool lamps, bulb sockets: fuel injection equipment, inlet
aud exhaust valves, shell type }earlnpb, radiator assembly, nuts and
Lelts, tall bearings up tc 0" uvize,; fuel ar.d air filters, laminated
plaps; fu.? wanks, c.ousch .ad bicke assemblies; car bodies, hinges,
door haidles, window e uictors.

(c) Components for which productior plang had been approved or were

under consideration, aad_for whic h_groduc+1on was likely 1o be
Utabllshed by 1961 - cterter motcrs, dymnamos, voltage regulators,

dis tributors, ignition coile, swi.ches, head and =ide lamps, traffic
iniicalors. contact Lrake poirts, wirdscreen wipers, timing chains,
hovden cables, oi' cenls, oil pumps, fuel pumpe ‘petroi), fuel hoses,
covburettore, brake hoses, brake ghoes, tacl: plates, vacuum serve
trakess valve ruides, valve seats, valve springs® steering assembly,
tie rod ends; propuller shafts universal joints, ball tapers, cylin-
dere and self-lubricating bearings; wheelo. and rims; instrument panels,
dash board instruments, flexible shafts.

The above components which were being or wi»e to be manufactured by the ancillary
industries were exclusive of those manufactured by vehicle manufacturers them-

selves,

51 For the period October 1959 to March 1960, the local content by different
companies varied from the lowest 32.5 per cent (Standard 10) to the highest

71 per cent (Tata Mercedes benz Bus) ag calculated by the ad hoc Committee.

The calculation was made by taking the ex-factory price of the completed vehicle
in the country of origin and by determining the ex~factory price of the compo-
nents which were still being import.d ag a percentage thereof. Though this

method was regarded as defective by Lhe Committce, they considered it practical,

52. Recognizing the important function ancillary industries had in the develop-
ment of the automotive industry in India, the Committee recommended that even
some of the major items not renerally considered the responsibility of the an-
cillery industry could be properly developed rot singly but in companies cater-
ing to the needs of members. ' "ig would not only be iorc c¢-onomical but would
reduce the expenditure of foreign exchange on imports of plant and machinery.
Thus, the cost of manufacturing pressec, gear cutting machines, eguipment etc,

could be surstantially reduced by es.ablishing common facilities.

53. The Committee discussed the possiblity of a co-operative venture by the

automobile marufacturers btut the response was rot encouraging. They even pro-

vided initiative in the matter of joint ventures by providing bulk capital.,
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Even today » joint venture has not come irto being , the Indian manut. cturers

being steeped in the spirit of goins alone, vhatever the cout.

54. Amon; other recommendations, the Committece encourused marnufacturere io

use local components by not cutting the foreifn exchange saved, aljovine them
to use it for other imported items. They reduced prices for originel cauip-
ment produccd by ancillary industries (churging « price rnot more than 40 per
cent above the c.i.f. price of eimilar components). They provided for o suit-
able checl: on quality; developed facilities for quality tests in Indiu: deter-
mined capacity to be developed for u. E.la vith due repard to demand snd not
merely competition; recommended standardization of components for more economic
production, thus expediting the sanctioned programme stating the undesirabiyiity
of giving an assured market regardless of the cost or quality. 'These recom-
mendations were brought to the notice of the automobile ancillory industirices
by the Government. The Covernment also instructed the Commissioner of Smalle
Scale Industries to create a special department for the development of ancil-

lary industry in small and medium scale sectors during the Third Plan.

ITI. PRESENT POSITION OF THE AUTO!I OTIV: AMD AUTOLOTIV'
QUIPITELT INDUSTRY IN INDIA

Automobiles

55. According to the All India Automobile and Ancillery Tndustries Association,

the total vehicle population increased from 0.21 million in 1951 to 1.10 millior

in 1966 (31 Jarch),vof which 74 per cent were Indian-made vehicles. Thegc

vehicles included 400,000 cars, 61,500 Jeeps, 73,100 buses, 330,000 miscella-

neous vehicles, and 240,000 two and three wheelers.lh/ Due to the difticull

foreign exchange position in 1957, the Covernment had limited the types and

makes of vehicles to be developed to three passenger cars, three medium and one i
heavy commercial vehicles, one jeen and one light truck. At present the fol-

lowing types are being produced in India: two small and one mediwm passerger

cars; two heavy (over 9 tons), four medium heavy (5 to © tons), two medium (3 to

5 tons), four light (up to 3 tons) commercial vehicles: and one jeep.

12/ Original equipment.
Ib/ Automobile Ancillary Industry 1967, p.5.
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5€. The development of the automotive industry can be judged by the following
ratio of vehicles on the road with the base 1055/56 = 100:
Table 3

Ratio of vehicles based on 100 (1955/56), 1960 to 1069

Types of venicle 1.960/61 1964/65
Private cars (including jeeps) 153 205
Taxis 141 106
Buse- : 122 154
Trucks 141 204
Others 226 216
All vehicles 146 207
Table 4

Production of automobiles, 1957 to 1967

Passenger cars Jeeps  Commercial vehicles Jotal
1957 12,203 3,450 17,109 32,762
1958 8,103 3,134 15,652 , 26,889
1959 11,993 3,841 21,036 36,870
196C 19,097 4,532 28,435 52,064
1961 21,663 5,949 26,810 54,422
1962 23,326 6,909 27,581 57,816
1963 15,711 7,815 28,769 52 4295
1964 23,227 10,300 33,607 67,134
1965 24,790 10,483 37,403 72,676
1066 27,597 9,807 35,208 72,612
1967 16,880 4,286 16,467 37,642
(Jan.-June)

57T. Prom the above table it can be noted that the production of automobiles
increased from 32,762 in 1957 (cars 12,203, jeeps 3,450, commercial vehicles
17,100) to 72,612 (cars 27,597, jeeps 9,307, commercial vehicles 35,208) in
1266, In addition to this, the Defence ilinistry produces Shaktiman trucks
and Fissan "eeps in collaboration with the Federal Lepublic of Germany and
Japan respectively, fiqm ~es for which are not available. Production in the

public sector has accentuated the fragmentation of the automonile industry.

58. The over-all production of automobiles registered an increase of 121 per
cent during the decade 1957 to 1966 btut only in the case of jeeps was the tar-
get of 10,000 for the final year of the Third Plan (1965/66) reached by 1964,
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possitly Juc to increase in tue ceferce aemand. The »wroduction of commeccial
vehicles fell short of the Third Tlon terget by /7 mer cent »nd thint of cars

by 15 per ceunt, due mainly to tvo cuccessive monsoous. U the vhole, the

trend of production has beer upriard excent ior the gethacic ir 105 duc to o
foreigr excliznge crisis and another in 1963 Yecause of Chinese ggression.

The decline 1in productior in late 1967 ras due to a recession in the engincering
industry. 1In recent years the producticii ol cure increesed over that »I com-
mercial vehicles despite the priority giver to the latter. The targets for the
Fourth Plen have been ltentatively fixed at 160,000 vehicles (60,00 passen, er

cars, 15,00C jeeps and staticn warons, anc £5,000 commercial vehicles).

59. The principal automobile manufacturers estimated an investment of [vc.30
million in 1953, which increased tc 2s.64./4 million in 1956, Re./67 million by
the end of 1961, and to Rs.450 million in 10G4. The total net worth of invest-
ment ir the automotive industry was Is.703.2 million and the capitel employed
was Rs,1260.1 million in 1965/66. Locally produced content is estimated to
have reached from 84 per cent, lowest (Standard 20 light truck) to Che9 per
cent, highest (Fiat 1100) in 1965/6G6. It may be noted, however, that the
formula adopted for computing local content does not ¢ive the true picture,
inasmuch as 1t does not take into account the foreisn exchanre spent on the
manufacture of ancillaries and raw naterials that are incorporated in auto-

mobiles otherwise built by the vehicle marvtacturers.

Three wheelers, motor cycles, scooters and mopeds

60. The demand for these vehicles was me* by imports until 1955/56. Automobile
Products of India was the pioneer in the manufacture of scooters, three wheelers,
and scooterettes, beginning production ir 1956, Between 1956 and 1066 eight
manufacturers with foreign collaboration we-e licensed. Their total capacity

in 1966 was 80,300 units. Productiion increased from 6,286 units in 1956 (scoot-
ers 4,735 motor cycles 1,022, three wheelers 529) to 25,354 units (scooters
12,817, motor cycles 8,636, three wheelers 1,267 and mopeds 2,634 in 1961, Pro-
gress continued during the next five years when production attained the level

of 50,988 units (scooters 20,296, motor cycles 21,364, three wheelers, 1,884

and mopeds 7,444) in 1965, The industry had produced a surplus capacity by
1965/66 and would have exceeded the planned target of 60,00C at the end of the
Third Plar but for the inadequacy of foreign exchance.
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61. Accoriing to recent surveys, companies nmanufacture fourteen different types
of vehicles uith a total production of 153,600 vehicles per year. The local
content rcached SO ner cent and 15 expected to be of per cent by the end of the
Pourth Plan in 1970/71. llachinery viorth about Rs.50 mi1llion has been instal-
led and the total block capital and working capital are estimated at more than
R8,20 million and Re.6C million respectively. 4 target has tentatively been
fixed at 1.%,000 scooters, 5C,0C0 motor cycles, 60,000 mopeds and 15,00C three

wheelers by the end of the Fourth riv-=-Year Flan.

Ancillaries

62. An automobile is an end product vhich has more than 5,000 parts. The
automobile rroducer is, or rather should be, essentially an assembler, though
in a numier of cases he produces certain vital components as well. Automobile
manufacturers in western countries depend upon venicle component industries

for from 50 per cent to 70 per cent of their parts requirements. In India

tliey buy only about 20 to 25 per cent. 'hen automobile manufacturing began

in India, no ancillary production existed (except for o few small parts)
because the engineering industry ves just evelving. Subsequently, aécording

to the phased programme of the Covernmert, due to unavailable foreigm exchange,

their capacity to produce components locally was extended.

63, At the commencement of the I'irst Plan only a nucleus of an automotive
industry vec in existence. Its annual production vas less than Re.l.5 million,
1t increased to Ns.<30 million in the first year of the Second Iive-Year Plen,
and about Tourfold ot the end of the Secord Plan in 1960/61. A number of im=
portant ancillary items such as brake linings, leaf springs, fuel irnjection
equipmer.t (elements, nozzles, delivery valves, in‘ection pumps), valves, shook
absorbers, radiators, brake assemblies, clutci: assembliee and gaskets were
produced i1n the Second Plan period. & statistical table of procduction of some
important components is given in annex 1. The progress of this industry can
be ascrived to the recommendations of the Tariff Commission to encourage local
industry and protect ancillaries, such as leaf springs, hand tire inflators,
spark plurs, piston assemily, and diesel fuel injection equipment. All these

ancillaries, except multiple cylinder pumps, have nou been deprotectied.

64. Very rapid progress has beer registered by the industry during the Third

Plan period ending 1965/66. liot only did production increase remarkably but
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new itemns weore generated for production (i.e. carburettore, tucl surou, ttooris

gear, electrical equipment includir, Jynamos, starter motors, volt e re, tlo-

[ O]

tors, heco lamps, distritutore, electric horrs, wirdscreen Viper notors, rm
and blades: wvheels and rime, transmission cears, survo trale sycten, dagli-
board irstruments, steerin¢ wheels). Carage cquipment (i.e. hoict., cor
washers, garage compressors, lubricating equipment) vas aliuo produced durig
the Third Plan period., The valuc of production of cutomotive comtonents ond
parts vhich vas Is.1<0 zmillior i 1‘)61/6?‘ reached the higch level 54 Ns8,50% mile
lion a2t the end of the Third Plan (1965/6€), Turther pProgress wac registered
in 1966/67 vhen production reached the level of Rs.641 million,

65. The progress of the ancillary industry from 195 to 1966/67 can te seen
from the following figures:

Table 2

Progress of ancillarv indust 1056 to 196
LLOLXS Iy, .

Production Production
(inmillion nNs.) (in million Rs.)
19956/57 23 1963 /64
1560/61 90 1964 /65 407
1961/62 120 1965/66 5080
1962/63 200 1966 /67 671

66. Durin; the Third Plan period the capacity for local nroduction of an entire
range of components was established, but the production of some items was inade~
quate to meet the demand (i.e. carburettors, magnetos, rear axle tubes, axle
shafts, long members of chassis frames, fuel pumps, steering mechanisms, special
types of bearlngs and falteners, thermostais,) Plans for expanded production of
these items have been approved and are in various stages of implementatior.
Similar progress has been made in producing automotive castings and forgings

vwhich formerly accounted for larye imports of semi-finished items.

67. There are 170 firms on the list of the Auto Ancillary Industries Directorate
of the Directorate General of Technical Development approved for the manufacture
of automobile components. The approved phased manufacturing programme, ranging
from one to four years accordins to the items produced, has been implemented
although some firms have lagred behind due to a delay in receiving licenses for
capital goods, the restricted allotment of foreign exchange and ihe uncertainty
of the supply of local items.
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65. The In)lowing table gives the firures of production in money value of main

ancillaries for 1961, 1965 ond  1556:
Table 6

Value of production of parts and components in Bs., 1961 to 1966

Engine perts 26,078,661 12,228,511 260,565,267
Clectric jarts € ,602 47 0c 54,631,727 05,235,347
DIrive, trens.ission and le.dc 3,49 10#,05¢ ,600 134,130,461
steering norts
Suspensiorn ¢ hraking parts 36,754,089 121,247,15¢ 177,534,171
Fquipment £4c6c 4043 31,90¢,711 41,791,163
Chascis aod body parts 7,426 472 25,358,611 33,642,423
I"iscellaneouc 29,978,11c 60,772,073 10,849,031
178,426,322 614,499,385 817,742 ,863

Source: futomobile Ancillary Industries, 1966 _and 1067, pp.10-11

69. In view of the expanding local market, the need for export was not felt
by the industry until recently., A growth ir exporis has exposed the industiry
to international standards ir quality and prices. This will have a healthy

effect on th~ indusiry.
70. The following figures giving the value of exportis show this nev trend:
Table 7
Cxport of automovile ancillary items, 196. %o 1966

Million of Rs.

1962 1.3
1663 1.7
1964 4.7
1965 6.2
1966 10.0

Ancillary industry has established a tarpet to export 10 per cent of its pro-
duction. Ixports earr valuable foreipn exchange for the country, making the
industry less a burden. Accurate stetistics of capital ix:westment in the auto-
motive ancillary industry are not available. According to official estimates,

approximately Es.407 million are invested ir this industry.
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Tl. The following table gives the value of capital employea ir relatior to 1r1o-
duction os estimated by the All Irdia Automobile ard Arcillery Inductrier Asso-
ciation for 1965 and 196(:

Talle t

Capital employed Yumber of marufacturers Vajlue in rupees
zln Rs,’

1962 1066 1265 1200
Less than 500,000 2e 22 13,797,910 17,291,416
500,001 to 1,000,000 20 30 3,931,061 45,637,157
1,000,001 to 5,000,000 5 64 206,868,575 210,120,771
5,000,001 to 10,000,000 12 23 90,706,757 14,017,603
Over 10,000,000 13 15 268,195,080 397,679,016

134 154 614,499,385 £19,747,663

Source: Automobile Ancillary Industry 1066 (p.8) and 1967 (p.8)

72. The Association has also estimated the number of employees in relation to

production in money value in 1965 and 1966.

Table O
Classification of manufacturers by number of
employees and value of production in 1935 and 1066

€08 Number of manufacturers Production in rupeces

Less than 100 5C 56 51,668,675 89,18, 386
101 to 200 33 36 96v805|071 126 12’871579
201 to 500 37 45 187,75<,38¢9 <4%,537,415
Over 500 pry 17 218,21}.2§0 }28.12&.38}
134 154 614,499,385 819,747,863

Source: Automobile Ancillary Industry 1966 (p.8) and 1967 (p.8)

Small-scale gector

73. Ae a part of the Government's policy for developing automctive ancillary
industries, small-scele companies were also encouraged. Lo licensing was re-

quired to establish such companies., Small-scale ancillary firms were put on a
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par with all other small-scale companics except invesiment was limited to 15,10
lakhs for th: former whilc it was 75.7.5 lakhs for the latter. Financial assist-
ance, rental of .achines, tochnical assistance from The Central Small Industries
Organization, (€5I0) raw materials, factory accommodations in industrial ectates
ntc, were sranted by the Government. These ancillary units received technical

assistance from the OSmall-Ucale Service Institution,

74. Thore are more than 320 small-scale companies engaged in the production of
automotile nncillarics in India. Tut statictical information regardin; capacity,
production vtc. is not availalle. Data available arc meagre and incompléte. The
majority of the firms are located in liaharachtra, Andnra Pradesh and the Punjab.
rost of tucn manufacture paris and componente against specifications and drawings
supplied by the large companies. They do not manufacture complete units and
therefore the items cannot be sold in the servicing warket, Some of them have
good testin: equipment like gauges, tools etc. and their production quality is
good. Competition from companies producing with foreign collaboration is demand-
ing. If thesc small-scale units were organized on a co-operative basis as in
Japan, they could make a substantial contribution to the development of the anto-

motive equipmcnt industry.

75. In view of the large replacement market, a nunber of spurious small firms
have sprung up whiéh produce conponents and sell them cheaply. There is a flour-
ishing trade in non-genuine spare parts in India. Unless the consuners are qual-
ity conscious ;na recognize the value bf'higher priced items, this "pirate or
spurious parts evil®™ as Idsel Ford termed it, cannot be checked. The spare parts
trade, however, can signifricantly help in curbing this evil by refusing to deal

in them.

76. The propress attained in 1965 and 1966 is to some extent the result of the
demarcation of fields of ancitlary production between automobile and ancillary
manufacturers by a mutual agreement. The demarcation of items approved by the
Development Council for Automobile and Allied Industries was accepted by the
Government in larch 1965 and issued in September. It covers a list of 34 engine
items to te manufactured by ancillary industries, 18 items of clutch, transmission,
propeller shart and differential; 20 of chassis frame, front axle and steering

itemss 29 iters of clectrical equipmenty ) of rubber parts; 27 of body parts;
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and 7 of service equipment 1ters. These listed item: uere cxpectoed to be pur-
chacsed by the vechicle manufacturers from the ancillary industry, subject to
considerations of quality, rdelivery and price. It was undersiood that the
vehicle mamafacturers would give the necessars help and technical ~uidance to
the ancillary industry to 2iniable 1t to cater Lo the 0. 5. narket. The vehicle
manufacturcrs werc given optlon to continue with the manufacture of those itemg
which they were already producing. The second list consists of items which may
be manufactured either by the vshicle manufacturers or by the ancillary firas,

These lists are given in aanex 2.

77, The growth of the ancillary industry was also helped by financial assistance
from the llorl¢ Bank. T[his industry has been placed on the list of priority in-
dustries and as such was allotted substantial foreign exchange releaced against
International Development Agency credit. The All India Automobile and Ancillary
Industries Association established in 19959 has also played an active part in

accelerating the development of this industry.

78. As of today, a plan for the expansion of the production of automobile com-
ponents of quality has been almost completed. 710 progress, however, requires
stabilization and consoiidation., The Covernment has now placed the entire group
of automobile ancillaries on the rejection list which should help the industry

to stabilize and consolidate itself. '/hat is most needed i:c co-operation between

vehicle and ancillary manufacturers and a properly co-ordinaced plan of production,
Jmportant ancillaries

Tires and tubes

79. The requirements ror tirc. wnu tubes in India from 1896 were met through
imports which were distributed by a branch organization of Dunlop Rubber Co. of
England until 1926 when the Dunlop Rubber Co. of India Ltd. was formed and took
over distribution. It csteblished tie first factery to manufacture tires and
tubes in Calcutta in 1936. In 1922 the Goodyear Tire and Rubber Co. of India
was registered as a trading company. The Firestone Tire and Rubber Co. (India)
Ltd. began operations in 1330 and erected their oum factory at Bombtay in 1939.
The India Tire & NMubber Co. Ltd. was established in 1938. Only Dunlop Rubber of
India Ltd. and the Firestone Tire & Rubber Co. of India were canufacturing tires

and tubes at the time of the Tariff Commission irquiry in 1955 into fair prices,

i e - i
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Goodyear products and India Tire sroducts were manufactured in the Dunlop factory

at Calcutta.

80. According to the Commissions' Report, the tetal producticn of rucber *ires
and tules in 1947 was 47.3 million 1b. of which tires contributed 88 per cent

and tubes 12 per cent, while in 1953 production had increased to 58,5 million 1b,
with the respective shares of tirer and tubes beiny 30 per cent and 10 per cent.
The average production during 1247 to 1293 was 4% million 1b. of tires and 0,58
million 1be. of tubec. The imports during thic period increased from Ru.0458

~
.

million to Hoeles million. These figurees include tiree and tubes for cycles also.

81. At present there are oight conpanies manufacturing tires and tubcs with a
total capacity of 3,273,200, Licensed expancion plans under implementation by
existing companiecs ic 380,000 additional tires and tubes, and licenses granted to
four new companies includes 1,200,000. Thus the total installed capacity of tires
and tubes at present is 4,853,200, It is interesting to notc that the tire and
tube industry has experienced increasing exports in recent years, valued at Rs.ll
million in 1965/66.

Batteries

82. Tropical Accumulators, Calcutia was registered in 1936 to commence manufac-
turc of batteries, Prior to this (since 1931) it had tried to manufacture batter-
ies as an unregistered firm. Five more factories were organized in Calcutta
between 1933 and 1939. One was established in Bombay in 1934 (but in 1937 it
moved to Bangalore)., All these factories produced on a small scale and therefore
the demand for batteries had to be met through imports, particularly from the
United Kingdom and the United States.

83. The outbreak of the Second llorld War caused a severe decline in imports of
batteries. Local industry was called upon to meet the entire defence demand.
Government assistance was given for the expansion of existing firms and also to
set up new firms by granting import licenses for battery producing plants, and by
securing the steady import of raw materials required for their manufacture. How-
evor, it was difficult to import containers. There was only one local firm manu-
facturing these on a small scale. Hence, the Chloride Electrical Storage Co.

(India) Ltd. was sct up in Calcutta at the instance of the Defence Services for

meeting requirements for batteries in the eastern theatres of war, and was granted
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helped the company 10 obtaun building materials and plants., It could not actually

start manufacturing, however, until the war was over.

84. The cace for protection to the wotor vehicle battery industry was referred

to the Tariff Board in 1746 which considered the industry ~ligible, and granted
protection for three years. ai tne tine of the 1952 inquiry by the Tariff Commis-
sion, the number of producing firms had increased from tcn to oighteen and the
total annual capacity rose from 265,900 in 1948 to 534,870 batterics in 1951,
Actual production registered over a hundred per cent increase from 106,553 in 1948
to 251,564 in 1951. The Commission reported that the industry nad made satisfac-
tory progress in several directions since protection. In addition to increascd
production of the main product, ancillary firms for production of containers, lead
oxides plates and separators had also developed and the prices charged were reason-

able. Protection was recommended to bic continued for three more years,

85. At the Teriff Commission Inquiry in 1955, there were twenty production firms
of which eight were in Calcutta, seven in Bombay, two in Bangalore and one cach

at Madras, Delhi and Kolhapur. Out of these, only two had large capacities -
GCastern Battery llakers Ltd. Calcutta and Standard Batteries Ltd. Bombay, both on
a single shift basis. The total capacity of the twenty firms based on single
shifts was 329,000 batteries per year; production had increased from 176,515 in
1952 to 202,237 batteries in 1954. For 1955, production was estimated at 240,000,
There were also a number of unregistered small-scalc companics assembling or re-
conditioning batteries from purchased components. s the irdustry had made satis-
factory progress during the period of protection and was capable of producing
standard quality batteries to we.’ the untire requirements oir the motor vehicle
industry in the courtry, the Commission then recommended deprotection of the indus-

iry.

86. Today there are twelve producers with an installed capacity of 672,700 batter-
ies and an additional licensed capacity of 251,900. Thus the total capacity is
924,600 batteries as against the target set for the Third Plan of 900,000. (One
firm with an installed capacity of 20,000 produced batteries only up to 1955, It
has since resumed production under new management). Production increased from
529,930 in 1961 to 745,028 in 1965. It declined gsomewhat to 719,392 in 1966. In
recent years batteries have been exported. In 1965/66 the valuc of cxported

bhatteries was Rs.26 million.
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87. Thus, as regards thc two important ancillary industiries - tires and tubes and
bvatteries - the automotive industry in India is today well served. Ixcept for the
importation of nylon tirz cord, sulphur and zinc metal, the major raw materials
required by the tire and tubc industry are available indigenously (iee. natural
rubber, synthetic and reclaimed rubber, rayon tire cord, carbon black, rubber
chemicale, wire, tube valves). As regards batteries, non-ferrous metals such as
copper, zinc, lcad and tin arc imported at present. Some natural rubber and
special grade of PVC compositinn are also imported. Requirements for containers
and cseparators are expected to be met in full, locally, in the next two or

three years.
Lquipment

Distribution and services

88, llarketing of automobiles in India is done through dealers. They enjoy ex-
clusive jurisdiction for sales and services in their allotted territories. The
pattern and terms of dealership are governed by agreements between the automobile
manufacturerc and the dealers. Dealers are required to have showrooms, keep
adequate stock of spare parts, provide well ecuipped workshops and service sta-
tions for repairs and maintenance of the vehicles sold by theme A suitably trained
staff in the sales, service and spare parts sections must be maintained by every
dealer and sub-dealer. All dealers are obliged to render after-sales-service in-
cluding frec services during the warranty period and fulfilment of warranty

claims,

89. The automobile manufacturers have a network c¢f authorized dealers and sub=-
dealers throughout the country. According to the Association of Indian Automobile
lianufacturers, the total estimated number of major automobile dealers was 471 and
of sub-dealers 750, with 50,000 employees for a total automobile fleet of 884,000
as of 31 March 1964, Their paid-up capital was estimated at Rs.250 million and

the working capital at Rs.780 million.8

90. The number of authorized automobile dealers of the seven vehicle manufacturers

ig 260 according to the Federation of Automobile Dealers Association, and the total

8/ The Automobile Industry of India, 1964-65.
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number of sub-dealers includin_ branches and service organizations in Y00, the
ectimated capital investment made by them is approximately Rs.500 r:iillion and the

capital employed is Rs.1,000 willion. They employ about 100,000 umen.

Petrol pumps

91. There are fivc oil companics in India, (i.c. Burma She'l, Esso Standard
(Eastern), Caltex Company, Indian 0il Corporation (I0C) and Indo=Burma Petroleun
Company ) . They have a network of depots and retail outlets spread throughout the
country. According to recent information the number of retail outlets i ag
follows: Burma.Shell. 3,429; Esso 1,786; Caltex 1,403; I0C 1,295; and Indo-Burma
Petroleum Co. 220,

92. Some are equipped with service facilitics only; others provide other facili-

ties in addition to service as shown below:

Table 10

Service and other facilities of ma.jor 0il companies

Burma_ Shell Lsso Caltex 10C  Indo-Burma Petrolewn

Service facilities 193 230 164 50 -

Service and other
facilities 330 268 171 - 51

93. It appears that service facilities have not kept pace with the increased
vehicle population in India. Most of these facilities are concentrated in cities,
while in the interior service facilities are comparatively few or noncxistent.
This adversely affects the road transport industry. Trucks, for instance, h:ve

to be towed long distances for service and repairs. If the automotive industry

is to flourish, an adequate network of well equipped garages and repair shops
should be spread throughout the country, especially on the national highways and in

the interior.

Spare parts retailing

94. UYith the increase in the number of vehicles on the roads, there is need for
a proper retailing of spare parts all over the country. Usuully automobile pro-
ducers ag well as ancillary manufacturers have their own agents who supply sparc

parts to stockists, wholesalers and retailers on a margin basis which varies
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according to the ponularity and demand and other conditionz of their particular
territory. There arc thousands of dealers in automobile spare parts all over the
country caturing to the needs of car owmers, leet operators, and other consumers.
Here also the concentration is mainly in cities. According to the Federation of
the Spar: Parts Dealers Associztion, estabtlished in 1962, they have seventeen
dealer associatione with a nemcecship of about 4,000 dealers, some of whom deal

in petrol, oils, tires and tubes, batteries, tractors, motor cycles, scooters, new
cars and vehicles. Some of these also run service stations and repair workshops.
In addition to this or:ranized sector, there is also an unorganized group of about
5,000 dealers. In all, 9,000 to 10,000 dealers are in the spare parts business
today in India. It has been cstinoted that Rs.500 million are invested in the
spare parts tradej The anmual turnover is about Rs.1000 million. The trade employs

about 500,000 persons.

95, Gpare parts trade is a keenly competitive but flourishing business. It is
interesting to note that many such dealers claim to have been manufacturers of

automobile ancillaries in recent years.

IV. JECESSARY CONDITIONS FOR THC DEVELOPHENT OF THE INDUSTRY

Raw materials

96, Automotive and automotive equipment industries belong to the group of metal-
transforming industries which plays a strategic role in the process of economic
development., The automotive industry is sijmificant not only for its own impor-
tance but also because of its impant on the other sectors of this group of indus-
tries. It is conditioned by a number of factors and facilities, among which the
most important is the availability of raw materials, especially iron and steel.
The increasing demand for steel is an index of the dynamism of an economy. Steel
plays a significant role not on)- 1in construction and transport tut also in the

production of both intermediary  oducts and other consumer and capital goods.

97. India has a well establish on and steel industry. Vith the commissioning
of four steel plants set up wit ‘eign collaboration in the public sector, there
has been a substantial increase he output of steel products. Projects for the

production of alloy steels and c¢. r special steels are in process and it is
expected that most, if not all, ¢t the requirements for stesl will be locally

available within the next three years. Uith large ivon resources, estimated at
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about 210,000 million tons of which 22,000 nillion are of very; hih srade irom,

India hac the prospact of a vigorous steel industry and of Loine celf-sufficient

in alloy and other steels.

38. The other important raw .aaterials are non-ferrcus mctuls - aluminiwr, copper,
zinc, lead and tin. Aluminium ir now produced irn the countr- in lar-e quantities,
obviating the necessity of most imports, In view uf tretendous resources of
beauxitz there is ample scope for an even increaced developnent »f the alusiniun
industry. degarding other non-ferrous metuls, India ic very deficient., For

some years to come India will have to depend upon imports of these material:- for
the automotive industry. OStringent foreisn cxchanse hac, houever, compelled a
gearch for substitutes. The requirements of steel bars and tillets for the auto-

motive industry have now becn rationalized into 20 catepories uy the technical

s

unit of the industry in consultation with Indian Standards Institute. Copper and

brass are being substituted by steel to some extent,

Technical know=hou

99. The gap between advanced and developing countries in the sphere of technology
was wide before the Second ‘lorld ''ar. I* has become even wider due to the rapid
pace of research and development made by the advanced countries. It is very
doubtful if this gap can be bridged in the near futurc, The fact that the country
requires development is in itself an index of outnoded technolomy. The nanufac-
ture of vehicles and autouotive equipment ic a highly complex process; the develop-
ing countriec ruct depend upon foreign ussistance for the technical lLnow-how at
least in the early phase of developme t, Ilence, all developing countriec including
India have commenced manufacture of automobiles with foreign collaboration., As

the industry progresses, however, local technical skills nust develop., The
problem is not only that of adopting or copying the technical expertise of the
advanced countries but that of adaptin: it to suit the particular conditions of
each developiag country, Moreover, technical know-how is continuously improving
through research.

100, Product development, industrial engineerin,, desieming etc. are dependent not
only upon the facilities for training and research, but also upon a proper atmos-
phere and opportunities. Engineerc in India, though competent, are frustrated be-

cause of the ccunservative and cocplacont attitude of nost of the automobile manu-




/P10

., F
s B

facturers who are not villia- to take risks, and are content to depend upon foreign
collalorators ac they mean less invectment and higher profits. As early as 19353

tne Tariff Coumiscinn recommendced that all firms with manufacturing programmes
should beesme indepeadent ~f their foreign associates uithin as short a period as
possitle, and that they shoula oot up designing and research sections of their own.
Comparatively little pro-ress ho~ been nade during the last fiftecn years in India
except by TELCC vhich hac developed a fine recearch department. A Research Associa-
tion was recistered in mid-1267 by the automouile and ancillary manufacturers. It

will take sore ;e2ars before it can ctart functioning.

101. It iz no wonder, thercfore, that designing has not yet developed in India.

The short-sighted policy of the manufacturers is responsible for the retardation

of the development of voth the automotive and autoriotive equipment industries.
Locally produced components requirc not only testing of the eomponents by the
collaborators abroad, “ut also local final approval which 1 inordinately delayed.
Thic has led to the setting up of ancillary firme with roreign collaboration.

Out of 120 manufacturing units licensed under the Industries Development and Regula-
tion Act of 1951, as many as 117 were covered by foreign technical collaboration

at the end of the Third Five-Year FPlan.

Skilled labour and trainins

102, The availability of skilled and trained labour poses a special problem for

211 developing countries. Despite a large labour force, it is mostly unskilled,
due to the lack of adequate facilities for training., This has been repeatedly
emphasized by the Tariff Commicsion since 1353, and yot until 1960 the two pioneer-
ing manufacturers had not bothered to accept the advice. TELCO alone has satisfac-
tory and adequate training programmes which have lLeen responsible for their high

quality products and their popularity.

103, iecently the Govermmnent appointed a committee to inquire into the quality

of passenger cars. Since this inquiry, manufacturers have instituted training
schemes but tuch remains to be done. (The commercial approach in this matter will
not pay in the long run; it would not necessarily be in the interest of the

industry, )

104, As early as July 1907 motor mechanic classes were started in the Victoria
Jubilee Technical Institute at Bombay. Dven evening classes were provided for

amateurs and private owners of motor cars who wanted to lear. motor-ecar mechanics.
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In recent years a number of polytechnics and otiwer institutions have teen started
to give training in automobile engineering. Post-graduate diplomas have bveen
awarded. Hichly specialized training in automobile cagineering, hovever, has not

yet develcped to any appreciatle cxtent.
achinery

105. Developing countries are lagzing behind in the production of wmachines and
tools. India has in recent ycars made substantial progress in this field, es~

pecially with the development of Hindustan lachine Tools Ltd.
Road development

106. Developing countries suffer from an inadequate netuork of roads and for the
development of a dynamic automotive industry this defect has to be remedled. The

followlng table shows the progress in road development since 1951-

Table 11
Progress_in road development, 1951 to 1966

(in kilomctres)

surfaced Unsurfaced

roads roads Total
1951 156,107 241,512 397,619
1956 181,960 313,490 495,450
1961 | 234,419 470,581 705,000
1962 245,563 47,017 744,582
1963 250,496 501,320 751,818
1966 (estimates) 283,680 674,240 957,920

Source: Tarlok Singh Committwe (195C) inal Report on Transport Policy and _co-
ordination, p.62,

Thus, between 1951 and 1963 the length of surfaced rozds increased Ly 6C per cent
and of unsurfaced roads by over 100 per cent. 4 further addition of 33,182 kilo-

metres of surfaced roads waéranticipated hv the end of the Third Plan.

107. Towards the end of the Second Plan (1)61), the chief cngincers from the Centre
and the States formulated a twenty-year road developmpent programme. The plan en-

visaged the average length of the road per 10C kmg then at 16 lan should increase to
32 lem. by 1981. The plan is based or the assumption that no village in a developed
agricultural area should be more than 6.4 m from a paved road or more than 12 lm,

from any other type of road. The cost of completing the programme was estimated at
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25,5200 erores, of which Tls.crores were for viliage roadc. This plan has been
the uvroad guide for road planning in the states,

PO L. : 2 . o .
10(. The paved road length in India per 100 1 is very low - 12 km as against
2.6 % in Ceylan, 44.) km 1a the United Statec of America, 126 k. in France
and 147.) ' in the Federal :epublic of Germany.

109. Road development is conditioned by the volume ¢ f f.eight and passenger
traffic. The following table cives the indicec of the freight and passenger
traffic carried by rail and road transport along vith the indices of the growth

of national income with 1953/51 = 100 as bases
Jable 12

Freight and passenger traffic and national income indices,;lQSS to 1964

Hational
income at Freight ton lrilometrec Passenger kilometres
1948/49 Rail Road Total Rail oad Total
prices
1955/56 118.4 135.0  162.7 138.1 93.3 136.1 104.7
1960/61 144.1 198.7  316.4 211.6 116.8 246.4 150.2
1961/62 147.6 206,8  381.8  226.2 123.1 255.0 157.2
1962/63 151.1 228,2 4545  253.3 126.3 281.0 166.2
1963/64  157.5 242.2  490.9  269.7 133.1 298.3 175.7

Source: Tarlok Singh Committee (1966) Final Report on Transport Policy and co-
ordination, p.l3. -

110. It is doubtful that the target set in the chief engineers' plan will be ful-

filled because of the bias in favour of railway development. The following fig-
ures of allotment are for expenditures in rail and road development during the

three Plans and the estimates for the Fourth Plan:

Table 12
Investiment in rail and road transport

(in crores of rupees)

I Plan Il Plan 1II Plan IV Plan

(estimated)
Road 134.47 245,80 445.00 760.00
Road transport 122,00 155.00 290.00 695.00
Jub=total 256047 400080 735.00 1455.00
lailwars 423,23 1043.6) 1672.00 2094 .00

Source: Mdaprindun on ‘Automotil. Industry submitnitted te the Tariff Commission,
fata Fagincerin. and Locomotive Co. Ltd. (1967) p.24
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The automotive industry can flourish only if - policy of quantitative as woll as

qualitative development of road transport is pursucd with V1FOUr,

- toad transport industry

111. According to the Tarlol ‘iisu Committos Report, commcrcial motor transport
corprised a total flect in British India of 23,645 bus.c and 12,397 trucks by
1938/39. In 1746/47 th. mumber of trucks had increased to 40,107 and the number
of buscs, after a puriod of decline, again attained the pre=-war level, At the
commencement of the First Plan there vor. 34,411 buscs and 91,888 trucks; the
number increased to 57,049 and 171,045 respectivily by 1960/61. Thus, buscs ine
crcased by more than 66 per cent and trucks by about 100 pur cent between 1950 and

.

1961. In 1960/61 buscs represented 25 per cunt of the commurcial vehicles in uso.

112. Au intercsting featurc of the road transport industry in India ie the degree
of nationalization by differcnt states. 1In 1960/€1, out of a total 57,409 buscs,
33 per cent werc operated by states.lo Therc arc as well transport co-operativ.
socictics. At the boginning of 1962 there were 172 co-operative socictiocs dealing
oxclusively with trucking, 612 with passcnger traffic, and 24 cengaged in both
passengor and trucking transport. Thoesc co-operatives operated 1,385 vchiclus,
i.c. less than onc per cent of the total number of comm_rcial vchiclos in the
country.ll/ A largc number of smz1l operators owning not mor: than onc wehiecle
cach, dominatc the road transport industry. They constitutced 89 per cunt of the
operators in 1963. Thc proportion of opcrators with 9 vehicles or luss was 98
per cent,

213. The following tablc shows distribution of road transport operators according
to *he number of vchicles owned in Decamber 1952 and March 1063 ac cstimatod by

! the Ministry of Transport.

9/ Tarlok Singh Committco (1%66) Final Report on Transport Policy and co-ordination,
P76,

10/ Ibid,

11/ Ibid.
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Takle 14

Hoad transport ogurators - distribution of owncd vehiclus in 1952 and 196;

Size of flcct Humber of opyurators Total number of vechicles
- owned (ostimated)

Dreamt ‘larch Decu: ber March

1952 195} 1952 153}

One vehicle cach ) 136,000 ) 136,000

) 246,000 ) 83,153

2 to 5 vehicles cach ) 14,046 ) 50,000

6 to 50 vchicles cach 1,500 3,187 30,000 6i,44)

51 to 100 vehieclus cach 50 32 3,000 2,000

More than 100 wvchicles 25 7 14,000 1,000

vach -

Total a7,575 153,30, 130,153 270,449

114. The development of thc road transport industry is hind.red by several factors:
rising prices of commarcial vehicles and automotive equipmernit; increasing costs of
repairs and maintenance; increasing vehiclc taxation which is said to be the high-
egt in the world; lack of finance. The total incidence of multiple taxation,
direct and indirect, on commercial vehicles came to from 42 per cent to 49 per
cent of cx-factory value of which about 18 per cent to 20 per ceil is from excise
duties.12 The average ratc of motor vehicle taxation in India is ostimated at
R6.1,300 in the United Kingdom, Rs.1,200 in thc Federal Republic of Germany,
R8.850 in France and Rs.500 i1 the United States. The road transport industry
suffers a disadvantage in relation to the railway system as the tax incidence of
geven paisc per ton-mile on road traacport equals the average ton-mile tariff

of the railwa.ys-rl-}/

115. It is important that the handicaps suffered by the road transport industry
be removed if the automotive and automotive equipment industries are to flourish.

Moreover, the high employment possibilities in the road transport industry is of

12/ National Council of Applied Economic Research (1967) Taxation and Price Struc-
ture of Automobile Industry, p.83 R

13/ Tata Engineering and Locomotive Co. Ltd. (1967) Memorandum on Automobile
Industry submitted to the Tariff Commission, p.24.
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great i1mportance to developiny countrics such as ladia which are faced with the

critical problem of mass unomployment.

V. TANUFACTURJNG TECHNISUES T DEVZLOPING COUNTRIL

116, An important protles far tae development of tho automotive equipment indus-
try in the develoviag countrics 1s that of tocnnology. This problem, however,
must take into consideration that the demand ror automobiles ie low, due to low
national incomc and the slow pace of cconouic duveloprent. It is, thorefore,
neither possible nor desirable to apply the criterion of 2xtensive mass production
which would necessitate the use of highly sophisticated special purpose machines
and autcmation to sceurc the preatest cconomies. The size of an automobile and
automotive equipment company 1in developins countries hac t3 be in realistic rola-
tionship of volume of szles to cost. It is to b remembered, however, that a
motor vehicle ic not a single unit with one production scale but a collection

of components with aifferent optimum scales of production. Hence, it it not casy

to arrive at an economic scale of production.

117. Various cstimates of volune for low cost companics have been given by cxperts
in advanced countries. According to Romncy, an annual volume of about 200,000
units on a onc-shift basis could be expected to securc most of ihe economics of
scale available from the manufacturing technology of the nincteen fifties including
tooling costs.}é/

118, According to Professor bain, who based his estimates on the study of cconomies
of scale in the productica of pascenger cars around 1950, "the trend of estimates
is that costs would be 'moderately'! high at 150,000 un%ts +ese Bubstantially higher

A , ; 19
at 12,000 units and unccornomica. v smaller ucalou."=d

119. Before the Sccond Yorld Yar, the maximum output of any one modcl in the

United Kingdom was about 90,000, But Haxcy and Silberston conclude from thei
study that under the cuisting techniques there is a limit to the gains in economies
from expansion.ié/ Taking the final assembly of 2 car to be "a relatively small
scale operation"” they conclude that "the efficicnt use of beat assembly techniques
calls for a volume of roughly 60,000 units which nced not be all of onc model.

14/ {1776) Chales E. Ednerds Dvnamics of United states Automobile Irdustry, r,l€C
15/ Quoted by Edwards, ibid. p.l162.

16/ Maxcy and Silver:iton (1959) The Motor Industry, pp.75-76.
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Where n~re probably turther smaller sainc at hisher volumes, but the significant
ecoromine ir car assertly ~rpear ‘o he exhausted at about the volume of 100,000
urits.“¢4/ Accordine to “hic same study, the press shop sets the over all optimum

18

for car productior provutly in the region ot 1,000,00C per annum.

120. Thege estinater refor to the conditions prevailing in the United States and
the United Finpdom which are obtvicusly rot applicable to developing countries such
as Indin. The hifhoest oombired producticr of automot:iles by a1l the seven manu-
facturcrs in India came te approximately 79,000, Thus,according to these csti-
mates, it is ceoonomically feasitle that there hy orly one manufacturer of auto-

mobiles,

121, To create o more oound cutomotive irdustry, reference need be made to the
appointment of the Low Cogt Car Committec ( Pande Committc:) which cxamined the
fousibility of producing a small car within ar ex-factory pricce of approximately
Re.5,000 with an annual production of 50,000 care for India. The low coet car at
the vx-tactory price of Rs.5,000 would be possible if the production of vehicles
rcached 50,000 units per year. Thue, this cxpert committce regarded a company

. : , . 1°
producing 50,000 cars as economic for Indla.“Z/

2¢e The fear of monopoly and need to provide competition has been responsible
for licenging too many marnufacturcrs in the automobile industry. The same is
the case in the automotive cquipmert industry wherc there are many producers,

gach producing a l»w volume uncconomically.

123, It 18, thereforc, imperative to consider the whole question of automotive
manufacturing technigques in a proper perspective. Emphasie today nceds to be put
on general purposc machincs thoet can producce more than one item rather than on
goph.sticated special purnose machines which net only entail high initial costs
but ~lso continuing high overhcads because they would be under utilized. Tais

would give the necded flexibility in production.

124, It is also important to rustrain the dcvelopment of new firms producing the
same item, concentrating the production instcad in onc or, at the most, two com-
panies. The concept of morepoly ir advanced countrice is not applicable to devel-

oping countrivs such ag India. TFragmentation has made production too costly.

17/ Trad. p.79,
lg/ I“Ui’in pa82-
li/ Planning Commission (n.d.) Programmes of Industrial Devclopment, 1961-6€, p.187.
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However, it should Lo noted that devpite the nurber of producers therc has boeen
very little real coapetition except perhaps in truclis. There 18 2 sellers' mar—
ket and prices continuou:ly incracme g = result of the protected market. T4 is
necessary thet frarmentation vot te nermitted and if nced be, pricees charged for
ancillary products by the so-c2lled moropolint s ¢a ¢ controlled, as has beer
done until reccenily for toieumcorics i Incic., Jeeps and commercial vehicles have

been only recently decontrnlled.

VI. THF ROLR OF FORFIGH UO!LABORATORS IV RIIATION TC
DTSIGN, STANDARDIZATION AND K &TARCH

- c—

125, Another impertant protilen for the develoring countriee is that ot desi;r a
and standardization. “h- mvltiplicity of desigrs and lack of standardizetion
have been preatly responsible for the retardatinn of the automotive equipment
industry. It is ecscntial that developing ountriec such as India should concen-
trate on utility and economnic desi¢ning rather than copying the sophisticated de-
gigns of the advanced cowntries. "hai 1g needed oday in developing¢ courtries is
a utility automobile with long durability suited to hazardous conditions of the
roads. Unfortunately what has been done is mere copying of designs developed in
countries where foreign collavorators operate without any attempt to make si;.-
nificant changes to suit local ronditions. This ie particularly true of the

passenger car,

126. Components and parts have to be manufactured according to the specificationg
and drawinrgs of the foreign country's designs, leaving no scope for any independent
local development.'ég/ Very 11.uvie stardardicatiorn hias been possible because of the
lerge number but small, vrecoramic vol.me of different varts and componentr that
must be produced. As A reporti of Ceorre Fry and aseociztec has pointed out, the
standardization of e)mporents and parte, with the Indian autoniobile manufacturers
tied to nine different foreign enginezring firme, is a difficult problem. Hence,
the reduction of costs would ue rractically impossible to achieve without joint
standardization effort zna co—opera‘bion.f;-l-’ Jnfortunately, the Indian automobile
manufacturers have an uneco.iomic independent attitude. This has to be changed in

the interest of the industry, o5 well as the country,

20/ According io the expert cpinion, U.S, standard for radiator deeisn should not
ve used in India without modification.

21/ Ceorge Fry et al. (1961) Errvey of Indian Automobile and Ancillary Industry,
This is an excellent survey and the recommendations made by the authors are
8till relevant,
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127. Therc is no doubt that foreign collaboraiicn has hclped developing countries

such as India by giving technical assistance to the industry, without which 1little
development would have itaken place, as the indigenous technological basc is very
weak., It has also provided o certain amount of training. But constant changes

in designs abroad have had to be introduced in India, entailing unnecessary ex-

penditurc. Standerdization wud developmens of product desigr, enginecring and

regsearch have baen hoeld tacit.

128. While recognizing the role played by foreign collaboration in developing
countrieg, ite disadvantages must not be overlooked. It iz not possiblie, for
instance, to calculatc cxactly the cost of royalties, which are known to be high,
The terms of agreemcnt vary from collaborator to collaborator; in a number of
cases the payment of royalty is based on the total sales. Thus, the country con-
tinues to pay increasirg royalties even as local production increases. Some
agreements further require not only the purchase of special parts from the col-
laborating firms but also expenditures incurred by periodic inspection tours of

technical experts.

129. However, the most serious drawback of foreign collaboration is the passive
absorption of the western technolo:y ty the developing countries.gg/ A study on

Latin America shows that this consists "mainly in training in the operation of i
new production cquipment. but not affording sufficient mastery to provide a basis

for crecative activities that might Leve teen reflected at least in the adaptation

of technical progress at thc world level to the special conditions of the Latin

American ecnvironment. Bven thic passive absorption is concentrated in specific

—

scctions of the wroduction system - in the economy as a whole and within the manu-~

facturing sector itself - so that veritable strata of technology have been formed,

22/ In Latin America, for example, the cost of royalties "varics from 3 to 5% of
gross sales valuss, or even morc in the special case of the pharmaceutical in-
dustry, and these proportionc in turn ray represent from 6 to 107, of the fixed
capital of the enterprise which is unquestionably a heavy burden. In 1955 as
much as 2.2 of the remittances of the Unitcd States manufacturing companies
operating in Latin America corresponded to royalties, and that between 1961 ;
and 1963 the royaltics received by industrial consortia in the United States '
from their Latin American subsidiaries averaged 46 million dollars yearly."
United Nations Economic Commission for Latin America (1966) Process of In-
ductrial Development _in Latin America, p.186. .




with stirongly marked differences between thew. It wouli thur e rore corrporreiat
to speak of the superimposition than of the assimilatior of tachnologn vae o ¢
training in the uee of techniques transplanted from aorozd, rathor than ot *och-
nical know-—how.'&/ These obscurvations on Latin Amcrica are someunat tri. ot

India and of other developi.ag countric..

130, The important aspect is in understanding the technical development in ad-
vanced countries and adapting it suitably to the special conditions of the local
situation. The available resources arc often different.  They must be officirently

and economically exploited with the help of science and technology,

131. The best practice is to give foreign collaborators a substantial financial
stake to make them involved in the development and progress of the industry in
developing countries. The success of the Tata Engincering and Locomotive Co, -
the result of financial participation by their German collaborators - is clear

evidence of this. A license and royalty agreement is not likely to help much.

VII. COMPARISON WITH BRAZIL

132. In the absence of adequate data about other developing countrics, it is not
possible to make a comparison of the development of India's automotive and auto-
motive equipment industry with that of many other countries. The only countrics
for which some data is available are Brazil and Argentina. With Brazil being
similar in size to India, a comparison could be valid to some extent despite

notable differences.

133. A number of assembly operators, mostly foreign firms, cxisted in Brazil in
the mid-twenties; similarly in India. A number of local and foreign firms woere
producing certain parts for the rcplacement market as well, i.c. tires, batterioc,
springs, glass, paints and upholstery. In 1952, 104 such items were cxcluded from
the necessity of import licensges. .Iri India, also, a number of parts were being

produced by 1952 (see para. 27).

134." The imports of vehicles in Brazil wholly or locally assembled from CKD
imports was 37,742 (24,749 passcnger cars and 12,993 commercial vehicles) in 1925
and reached the high level of 103,612 (47,907 passenger cars and 55,705 commercial

23/ Tbid. p.229
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vehicles) in 1491.  Ingis imported 17,597 vehicles (12,797 passenger ears and
4y 450 commerclal vehicles) in 1725/2t whilz the largest imports were 33,251
automotil:s (16,012 pacscnger cars and 21,299 commercial vehicles) in 1948/47.
The difficultics of foreign exchange necessitatcd restrictions on automotive

umports into 'razil.  Chere i, thuas, s close parallel boiween the two countrics.

135, In India the 1dea of estauiisning a lecal automotive industry was considered
as early ac 1739 ty Sir M. Vicvesaraya. The idea did not tear fruit because of
the hostility of the then admiristering forcign Government. le do not have
details regarding the carly period in Urazil. The Brazil Government indicated
the possibility of ostablishing an automotive industry in the early nineteen
fiftiec in consultation with United States manufacturers. Similarly in India,
the Tariff Commiscion onquired into the cuestion of estatlishing an Indian auto-
motive inductry in 129z. The sxecutive Sroup for the Automotive Industry (G1IA)
was established in Brazil in 1956 and had worked out a programme under which firms
were allowed to continue if they had a definite plan for substituting locally
made components for imported ones, and a planned programme for the curtailment

of imports. As in the casc of India, purely assembly firms were to be excluded
from the local market. Various incentives were given to import manufacturing
cquipment for thc automotive industry, such as "preferential cost-ol-exchange
treatment for debt financing with a minimum repayment period of five years" under
Instruction II3, and exemption of such cquipment from import duties for a period
of thirty months (1 .ter cxtended). Along with the programme of nationalization,
as local production has been termed in Brazil, imports of components not yet

replaced werce allowed liberally.

136. The following tablc shows ithe minimum rejuired programm. of nationalization in

Brazil from 195 to 1960:
Table 19
Production of vehicles in Brazil, 1,56 to 1960
(in percentage of total weight)

Jeep Type Pas-
Trucks Vehicles Utility senger Average

By 31 Dec. 1756 . 35 50 40 - 41.6
By 1 July 1957 40 60 50 50 50
By 1 July 1958 65 75 €5 65 67.6
By 1 July 1097 75 87 75 85 80
By 1 July 1X0 90 25 30 75 92.5

Source: DLxecutive Group for the Automotive Industry (GBIA) quoted by Gordon and
Grommers (1762) United Statee Hanufacturing lnvestment in Brazil, p.49.




137. The above figures are not compiritle to the firures of prosrecs of lacal
production by Indian automotive manufacturers, as tac figures far “parcil reoin
weight whereas in India they refer to the cost of the inported components rolated
to the cogt of the entire vahicle. It is, however, interesting to note that due to
the very active steps taken by the CZIA and the cranting of iacentives of cxchangre
benefits, imports werc very smuil U 106J.  Thus, in less thun five years, Iracil
achicved a very high degree of local production, whereas the autonotive inductry
in India had reached only 71 per cent local content by 1960, According to the
study by the Zconomic Commission for Latin America, the import coefficient in the
automotive industry in Brazil hagd already dropped to lesc than 17 per cent by 1)57
and to insignificant propcrtions oy 1961 hen the annual output had reached about
200,000 units.2 “ven today the automobile manufacturers in Indir have not at-

tained the same degrec of local productioa as in drazil,

136, It can be noted from the following tatlc that Indials performance has been
very poor, though both India and Brazil started manufacturing about the same time.
From 1962 to 1965, there is a decline in the total production of vehicles though
there is an increase in the production of passenger cars in Brazil, whereas in

India, except in 1963, the production has been increasing,

24/ United Nations ECLA (1966) Progress of Industrial Development in Latin
America, p.112
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Comparative table of wehicle productior i: Erazil and India, 1962 1o 1965

(1r *h-usandc)

e 1963 1964 106
Yrazil India “razil Ird:ia Lrazil Irdia Erazil India
Heavy lorriec Ad 3.5 3.5 41
and buses
tedium lorries 35.6 7.6 200 15.7 21.0 53.6 20.9 7.3

Frei¢ht ant 54 .4 50 ¢ £6.5 46 .7

Teep: 2v .2 6.0 13.9 7.5 12.9 10.3  10.0  10.5
Passerner cars T4.C £3,2 56 .0 2é B 07.8 23.2 103.0 4 5
ctrle 101 . * 7 6oy 1oLl T 71 15401 2.6

Source: i'igures [or Trazil for 1962 are *aker from United Nations RCLA (10€Z2)
The Frogress of Industrial Development ir i atin America, Table 20, p,113,
and for 1063-65 irom United lations ECLA (1965) Economic Survey of
Latin America, Table 251, n.323,

139, 1In Brazil the automotive industry was regarded as a basic industry, as in
India, Definite encouragement wae given to independent producers and subcontrac-
tors for the production of comporerte and specialized parts, unlike India, there

the manufacturers themselves were encouraged to produce components.

140, A lurge autnmotive comporicnt induetry hag been tuilt up in Brazil consisting
of independent zncillary producers. TUnlike India, integrated firms were positive-
ly discouraged. In India the manufacturers hegan by producing & number of compo-
nerts because of the absence of ar ancillary indugtry even today they continue
this production (and in some cages heve expanded their capacity ) though the an-
cillary industry con meet the demand. They developed a “making’ rather than a
“"buyins" philosophy. This has resulted in unnccessary duplication of facilities
fof such components as leaf springs, shock absorters, radiators, propeller shafts,
inlcet and exhaust valves cte, 1In addition, they have also established a number

of integrated units.

141. As ir India, GEIA gave priority to the production of commercial vehicles.,
They regarded passenger cars a defirite Juxury. Such hag not been the case in
Indin &g car he seen from the fact that the productiorn of low cost passenger cars
wus conssdered by the ad hoe Committee in 1959, again by the Pande Committee in

1061 and ic oree again being considered.




lde, 4 majior difference betweer the devclopmert of th

¢ 2utomorile irductiey ir

India and Prazil is the effect o1l the restrictions o1 imperts,  har euch thpoats

were applied in India, manufacturcrs cuch ne Ford oo d Genoral Yatape vl thiroew

their assemtly operatiors, In Prazil it had the oppogite ettect, rorcir eol-
laborators were optimistic about the potentiel mariet ir brazil, whereos they
lacked confidence in India'e capacity to develop her economic future

pendent nation and become 2 sizcable murket

#48 an 1nde-

123+ Another mujor differcnce in the two countries vag the definitior of o mu-

nufacturing programme. in India a firm was not reparded as masufacturing unless
it had begun to produce the engine, transmission, rear axle, suspengion and

chassis memvers, resuliing ir vertical irtegration (WA emphasized Yoarjgor o]

developmert lefinir ot oturiog wg *he replacement o f omported parte L locally

roduced items., Hanufacture meart oroduction in whick more thin 60 per cent cop-
p

sisted of locally produced componer.ts This has resulted in the cstablishment

of a flourishing automotive industry in Frazil and a continuing increage in the

production of vehicles, unlike India. ‘“he vehicle menufacturers in Rragil werc

rot only made to azdhere strictly to their marufacturing progrommep, but were also

required to help actively the development

of on independent incillary industry -
not the case in India.

144, Thus, the progress of the automnative wang eutomotive equipment industr in
' TuLp Y

Prazil is much more striking thou that of
development.

indiz during the scme period of

VIII, CRITICAL APPRAISAL AND CONCLUSION

145. It is not the purpose of this paper to make an
motive industry, as it

appraisal of the entire auto-
1s primarily concerned with the automotive equipment in-

dustry. However, a few sal.ent features may be noted, for the progress ot the

automotive equipment industry 1s linked closely with tne development of the nuto-

motive industry itself. It 18 true that there hags ‘cen more thar, 120 per cont

expansion in vehicle production over the last decade; this would have heen morc

striking if the base itself had not been so slender. [t ig also truc¢ that there

has bLeen a qualitative change - a change from merc assembly to manufacturing,
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But th.s qualitative changc came about latc. Production has been fragmented.
The cortinuous cxistence of a scllers! market and the policy of povernment price
control have cnabicd companive - inefficient tcchnically as well as financially -

to survive and to remalr 1o production at great cost to the country.

146, There has becn no offort to keep abreast of development elsewhere :n the
world., Design and research so vital to any progressive and dynamic 1irdustry
have been neglected. This was caused by the conscervative attitude of manufac-
turers concentrated in the hands of a small group enjoying a built-in monopoly,
by foreign collaboration, and by the systum ot price control. Local production
was adopted reluctantly, and what litile cxists does so under the pressure of

foreign exchange stringency.

147. The defects of the automotive industry are many and varied. DLxternal econo-
mies effected by not buying from outside arc reglected (even now about 20 to 25

per cent are bought ou' components as 0. E. in terms os value as compared to over
50 per cent 1in other countries). Competition 1s absent as new e.trants are barred.
lianufacturers follow the unwise ana uneconomic policy of producing Aas many com-
ponents as possible. :inancial resources of the promoters are limited, expansion
1n recent years being based on money borrowed under foreign aid. [n brief, the

manufacturers havc been purely commercial in their approach.

148. The future of the automotive industry depends considerably on the eradication
of these defects and, 1n particular, on the effective amalgamation of 1inefficient
units. Limitations due to foreign collaboration should be banrned. A healthy
gpirit of internal competition could exist without price control. As far as local
production is now possible, rew firms should be allowed to enter the field freely,
subject of course to the z.lotment of a clearly fixed amouni of foreign excaange.
iost of the existing manufacturers arc complacent; they need to be shaken out

-
of their complacency.2

149. The growth of the automotive equipment industry is substantial, yet 1t is

doubtful if it is on the right lines., It is excessively dominated by foreign

technical collaboration which has been a major restrictive factor, as pointed

25/ Jor a critical appraisal see Arthagnani (1967) "A FEslicy for the Automobile
Industry .n India", Economic and Political Weekly (Bombay) 2 (32).




out by ueor;c Fry wnd wssociztes in their Survey of Traiir o automobile i

Ancillcry iadustry.

150, Therc is inadequatc co-ordiration - co-opcration retveon the vehicl.
menufzcturcre and ancillary nonufacturers. A rokin, rothop thon o Thay g
policy amory automotilc producers hus retarded the development of tne automobil.
component industry. CFrodust desi'n is nerleocted ~nd ctindordizetion hag not
progressed. There is a lack orf rorfidence in the local cnFanecring tolont,  The
industry ic dominated by n commereis) rather thor ~1 iudustrial approach. Ihesc

are the mein weaknesses of the 2utorotive encillary inouctry in Indic tod:y.

151. To crisure a healthy srowth of the industry, 1t 1s noceseary to tring c bout
o radicel chenfe ir the attriude, apnronch snd the 41w e of the vebiele one
facturers, the ancillory producers snd the Governmcnt. The automobile manu-

facturers must be compellcd as in Brazil to buy comporncnts ~nd not to produce

them. lNo further expansion of thc present capacities ior production of components
should be permitied and ir due course the oxisting capacity should bhe fradually
liquidated. The process of horizontal gsrowth of the automotive industry must b
accelerated, The existing firms in the ancillary industry should be expanded to

an economical sizc rather thar the Covernment cortinuing te issuc licensos to

new firms.

152. The most important step necossary ic in connexior with the rond transport
industry, which is stifled by rcetrictions, lack of wniformity in inter-stotc
rule:; and practices, cxcessive taxation znd the bias in favour of roilwaye,
Unless thepe is a radical ¢han,.  in the povernment policy to stimulate the road
transport industry, there is no hope fer a rapid ard healthy growth of the anto-
motive industry ir. India. TFrom rn economic point of view arnd, more significant-
ly, a social point of view, developing countries including India must five pri-
ority to and stimulate the production of commercizl wvchicles. The removal of
the existing excise duty on commercial vekicles would be an asset. Indic could

learn much from =a study of the avtomotive irdustry in Brazil and Japan.,

153. Yith her large iron resources, India has bright prospects of mecting 1l

her requirements of stcel within the courtry ir the near future. She can sub-
stitute non-ferrous metals from available resources with the help of modern
technology. A vigorous policy of standardization and local product cnpinecring
can be pursued. Then a strong automotive and automotive ¢quipment industry could
be developed in India. Yet, sociel consumption rether than individual consumption
of automotiles will have to ba encouraged by developirg countries, euch as India,

for political and social stability, ot least for the present.
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FRODUCTION CF_INPORTANT CONPON.NTS, 1956 to_ 1960

Iten menufactured

F'estons

1056 1957

o i,

132 042 192,216

Piston rings 1,917,762 2,162,434

Cylinder liners
Guagecn pins
Fuel injection equipment

Llements
Delivery valves
Irjection pumps
NHozzles

wnark plugs
Valves

Shock absorbers
Radiators

Brake assemblies

Hese assemblies
Master cylinder kits
‘Theel cylinder kits

Brake lining (in feet)

Clutch ascemblies
Cover assemblies
Driven plate assemblies
Gaskets
C.utch facings o: discs

Autcmotive diesel engines

LS RIS SRS .. A S

Source: Planning Commiseion

p.184.

65.1717 15,775

133,326 159,312

50,169
76,061
20,934
40,643
31,884 359,401
38,484
8,185
14,419

39,523

451,387

112,065
42,910
3,333

1002
203,356
2,381,315
83,327
173,924

166,073
134,657

36,324
133,692

736,291
56 4459
13,093
12,444

39,523
21,568
29,587

664,965

254

8,521
3,215,128
63,197
4,255

263,213
9+199,708
109,535
240,422

125,134
108,660

60,297
110,765

ULy +H03
290,743
22,773
23,071

32,827
69,420

|

63,891 )

1,023,017

2,103
26,833
6,091,596
141,938
6,707

)
)

1260

294,968
9+979,197
100,768
257,305

291,312
289,361
89,800
389,543
1,107,769
514,568
62,409
34,765

230,179

309,961

53,648

9,899,763
179,37&
10,065

[n.d.] Progrommes of Industrial Development 1961-66,
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DMARCATION OF AUTOMOBIL.: PARTS 70 B. HANUFACTUR D BY TH
MAIN V_HICLD MANUFACTUR.RS AND THE ANCIL’ARV INDUSTRY

Items normally cxpected to be manufactured by the oncillary andustry

1.
2
3.
4.
50
60

z.

G

9.
10,
11.
12.
13.
14,
15.
16.
17.

zngiaes

Pistons 1¢,
Piston ping 19,
Piston pin bushings 20,
Piston pia retainer rings 21,
Piston rings 22,
Cronkshaft bearings (steel backed 23,
white metnl or copper lead) 24,
Toller chnin 29
Valves

Valve springs 20,
Radiators 27
Radiator caps 26,
Fuel tark caps 29,
sxhaust mufflers 3C.
uxhnust pipes 31,
Tail pipes 32,
Fuel lines 33,
Carburettors 3],

Ml pramos

Injection pumps

Fuel filtere

0il filters

uel hoses

Uil hoses

Alr clooners

Cylinder poskets (all types
o1 ¢ skets ond packings)
Nozzles

Norzle holders

Mucl pump clements
Delivesy valver

Thin wnlled bearings
P17 bo“rxng°

Bod@ ciebleg

All typcn of o1l seals
Moltu, nuts, screws etc,

Clutch, transmission, propeller shaft ard difforentinl

Clutch plates Q.
Clutch facings 11.
Clutch carbon or beavings 12,
Clutch springs 13,

Clutch pressure plates 14.
Clutch covers 15,
Universal joints 16.
Propeller shafts 17.

Transmission bearings 18,

Chassis frame, front axle and steering

Leaf springs 11.
Spring brackets, shackles, hangers 12,
(cast type) 13.
Shock absorbers 14.
Hydraulic brake system 15.
Vacuum servo or air brakes 16,
Brake cables 17,
Brake fluid 18,
Ball bearings 19.
Roller bearings 20,

Taper roiler bearings

Disc whele

Yheels

"hecl bolte and nuts

Front and rear whecl bearings
Differenticl bearings

0il seals

Broke linings

Greas. nipples

Belts, nuts, screws etc.

Bolts, nuts, screws ctce.
Suspension coil springs
suspension leaf springs
opring U.,bolts

-pring shackle bolts
Spring centre bolts
Spring shackle ping
Spring clips

3pring bushes

Spring seats
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1‘
2.
3.
4.
e

1‘
2.
3.
4.
5

6.
Te
8.
9.
10.
11.
12.
13.
14.

1,
2.
3.
4.

f

2]
“

leciricnl cquipment

Dynnamos

Starter motors
Batteries
Starter cables
Wiring harnesses
Ipnition coils
3pars plugs

Distributors with vacuum control

Voltnge rcegulators

All types of electrical cables
All types of ignition switches

Hend lamps
Tail lamps
Dide lamps

Rubber parts

Tiroes

Tubes

Flars

Fan belts

All typcs of rubber hoses

Body

Door locks

Hinges

"indows for buses and trucks
Seats for buses and trucks
Safety glass (laminated or
toughened)

'lindow regulators

lindow guides

Ornamental fittings
Uphelstery materials
Trimming materials

Rear view mirrors

Dash board instruments
Ammeters

speedometers

Service equipment
Tool kits

3tarter handles
Tire levers

llechanical and hydraulic jacks

15,
16.
17.
18.
19.
20,
2l.
22.
23.
244
2Y.
26.
27.
26,
29.

15.
16.
17.

- 18,

19.
20.
21,
22.
23.
24.
25.
26.
27.

-3 OhAN
.

Fog lamps

Stop lamps
Spotlights

Control lamps
Iirection indicators
Flashers

Stop lamp switches
Horns

Horn buttons

Bulbs

Bulb sockets

"ind shield wipers
Puses

Fuse boxes

Contnct brnke points

Bulb herns

“eather stripping

Door buffers and similar rubber
components

Silent block or reeilient mountings

Flexitle shafts for specdometers
0il pressure gauges

Fuel gauges

Air pressure gauges
Thermostats

Paints, lacquers, varnishos
Sun shades

Sun visors

Luggage carriers

Ash trays

Door handles

Bolts, nuts, screws etc.
Mascots and motifs

Hand and foot tire inflators
Air pressure gouges
Lubricating equipment

Notc: The Vehicle Manufacturers were expected to purchase the i1tems listed above
from the ancillary industry subject to considerations of quality, delivery and
price, it being understood thot the vehicle manufacturers would give the necessary
nssistance and technical guidance to the ancillary industry to enable the latter

to cater to the O.... market.

If these essertinal conditions were not fulfilled the

Government would give consideration for the manufacture of one or more of the above
listed items to the venicle nanufacturers also.
turers hnve the option to continue with the manufacture of those of the items which

Further, these vehicle manufac-

were produccd in their own works under their existing production programme.

S
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1,
2.
3.
A,

De

1.
2.
3.
4.
50

‘v\‘fv}‘ N

L

Te .
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Annes 1.

indust
Ingine
Cylinder liners 8. "mter pumps
Connecting rod bolts 9. Fuel tanks
Starter geor rings 1G.  0il pumps
0il fans 11, Tappets
Timing gears 12, Valve seats
Valve seat inserts 13,  nginc mountings

Valve guides

Slyteh, trongmigsion, propeller shafts and differcntisl

Clutch levers 6. Crown wheels

Clutch housings T. Differential pears
Flywheel housings 8. Diffcrential housings
Tronsmission crscs 9. dear oxle shafts

All types of transmission gears 10, Brake drumg
(excluding bearings) 11, Hubs

Cha e t eri

Tie rods

Tie rod ends

King pins

Steering columns

steering geors

steering arms

Spring shackles (forged types)
Torsion bars

Body

Cabs

Bus bodies
Truck dodics
Car seats
Hub cops

Items which may be manufoctured either by the vehicle manufacturers or by the
ancillory industry -






