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Demand For Machine Tools 
MA C H I N E tools are producer 

goods used mainly in the engi
neering industry, They have been 
described as "machines that make 
machines," The demand for ma
chine tools in a country depends on 
the extent of machinery it operates. 
In countries having a large capital 
goods industry—machinery industry 
—the demand for machine tools is 
greater than in countries where 
consumer goods industry alone has 
developed. 

The normal demand for machine 
tools consists of two parts: (a) Re
placement and obsolescence of ma
chine tools already in use; and (b) 
demand created by new industrial 
expansion. The replacement de
mand depends on the type of ma
chine tools in operation, the use to 
which they are put and the hand
l ing they receive. Roughly speaking, 
the working life of a high speed and 
high accuracy tool is often under 
five years but for heavier and slower 
tools a span of 20 years and over 
is quite common. "Some large 
motor concerns such as Ford and 
Nuffield write off many of their 
machines in 2½ to 5 years." The 
average life of a machine tool in 
Ind ia in relation to the pre-war 
structure of her industry was esti
mated at 20 years by the Grady 
Mission. 

The determining factor for the 
new demand for machine tools is 
the rate of industrial expansion and 
its character. Howsoever high the 
level of industrial development in 
a country if the rate of expansion 
slows down or comes to a halt, the 
fresh demand for machine tools as 
distinguished from the replacement 
demand also reflects a correspond
ing change. Similarly, if the new 
expansion of industries is dominated 
by capital goods industry the fresh 
demand for machine tools would be 
greater than if the expansion is con
fined pr imari ly to consumer goods 
industry. 

The demand for machine tools is 
extremely sensitive to fluctuations 
in general business conditions. The 
trend of production in the U.S.A., 
the leading manufacturer and ex

porter of machine tools at present 
illustrates this point (vide Table I ) . 
" The notorious instability of the 
demand between boom and slump" 
for machine tools is naturally the 
greatest stumbling block in estimat
ing its normal size. In keeping wi th 
the nature of fluctuations replace
ment is susceptible of being quick-
encd or slowed down, while fresh 
demand is directly affected. 

Current Estimates 

Regarding the probable volume of 
demand for machine tools in India 
in the postwar period four principal 
estimates are readily available. They 
arc given below: 

(a) Estimate of the Machine 
Tool Panel: Probably the Panel 
submitted its recommendations in 
1946 although there is no clear indi
cation of the date in the report. It 
does not make any attempt to esti
mate the annual requirements of 
machine tools in the postwar period 
but the target for production which 
it prescribes provides a clear enough 
guide to its ideas regarding the ab
sorptive capacity of the Indian 
market. The target increases from 
7,325 machine tools in 1947-48 to 
14,650 in 1952-53. This latter figure 
is almost equivalent to the annual 
offtake of machine tools by India 
(excluding imports on account of 
the Defence Department) during 
the 3½ years ended December 
1945, which were the peak years of 
wartime activity. 

(b) Estimate of the Ministry of 
Industry and Supply ; The Ministry 
estimates the value of current de
mand for machine tools in 1948 at 
Rs. 10 crores per annum. This is 
based on the average annual value 
of the import licences for machine 
tools granted in ' previous' years. 
The period covered by ' previous' 
years is not clearly mentioned. 

(c) Estimate of the Indian Tariff 
Board: The Ind ian Tar i f f Board 
made its report dur ing the first half 
of 1947. The value of machine tools 
required by India annually dur ing 
the subsequent three years (1947-48 
to 1949-50) was estimated by it at 
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(d) Estimate of the Indian Ma
chine Tools Manufacturers' Asso
ciation : According to Association, 
the current demand for machine 
topis in India is worth Rs. 4 crores 
per annum. This estimate does not, 
however, appear to have any statis
tical basis. 

Of these, the estimate of the I n 
dian Tar i f f Board, for obvious rea
sons, appears to have exercised 
important influence on the policy of 
government and private enterprise 
in regard to the expansion of the 
machine tools industry in the coun
try. I t , therefore, needs to be c r i t i 
cally examined. 

Firstly, in respect of prewar i m 
ports, the Tar i f f Board appears to 
have blindly accepted the figure of 
Rs. 2 crores which was supplied to 
it by the Director General of Indus
tries and Supplies. The Board states 
in its report that imports of ma
chine tools are not separately classi
fied in the statistics of Sea-borne 
trade. But this is not correct. A l l the 
imports given under ' metal work
ing machinery' practically repre
sent machine tools and since 1936-
37 imports of d r i l l ing , grinding, 
mi l l ing and shapipg machines and 
lathes have been shown separately 
f rom the other categories. The an
nual imports of metal working ma
chinery including machine tools 
during 1923-03 to 1938-39, fluctuat
ed between Rs. 14 lakhs and 
59 lakhs (vide Table I I ) . These 
figures relate to trade on private ac-
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count only. Similar classification 
is not available for imports on 
government account. But an 
examination of the figures of 
total imports of machinery dur
ing the period suggests that imports 
of machine tools on government 
account must have been on an i n 
significant scale. The figure of Rs. 2 
crores, therefore, grossly over-esti
mates the average prewar demand 
for machine tools.* 

Secondly, the Tar i f f Board does 
not provide any explanation for 
estimating the pent-up wartime de
mand and the demand created by 
the development of new industries 
at Rs, 2 crores. Obviously, the cal
culation of the pent-up wartime 
demand is based on the estimate of 
prewar imports which the Board 
places at Rs. 2 crores annually and 
which has been shown to be an ex
aggerated figure. Besides, it is re
ported that 48,000 new machine 
tools—20,000 locally produced and 
28,000 imported—excluding those 
obtained direct by the various ord
nance and shell factories were in 
stalled in the country during the 
war period. Even assuming that a 
large proportion of these might 
have been allotted to industries and 
workshops newly established for the 
execution of war orders, it is rea
sonable to suppose that a fairly 
adequate member must have become 
available to civil ian industries.† 
Even the estimate of pent-up de
mand, therefore, errs on the high 
side. But there is no basis for cal
culating the magnitude of exagge
ration involved. 

Th i rd ly , the Tar i f f Board's esti
mate is admittedly limited to three 

* The Machine Tool Panel, which 
completed its report just about the time 
the Tariff Board was examining the 
case of the industry for protection, 
states: 

"The machine tools required in the 
country were imported. In 1937-39, the 
cost of these imports amounted to 
rupees thirty-two lakhs. 

But surprisingly enough the Tariff 
Board makes no reference to the Panel 
or its report. 

† This is borne out by the classifica
tion of machine tools according to in-
dentors between 1-1-1943 and 5-6-1043, 
preiented on pp. 44-45 of the Report of 
the Indian Tariff Board on the Machine 
Tools Industry. 

years (1947-48 to 1949-50) and, 
therefore, does not pretend to be an 
estimate of the sustained normal de
mand for machine tools in the post
war, period. The tendency, however, 
appears to have been to accept it 
as an estimate of sustained demand. 
The policy of the government in re
gard to the control of machine tool 
imports, the sales from the disposals 
stocks and the expansion of produc
tion has apparently been formulat
ed on this assumption. The estimate 
of the Minis try of Industry and 
Supply which placed the current 
demand for machine tools in 1948 
at Rs. 10 crores per annum, al
though derived from the average 
annual value of the licences for 
machine tool imports granted dur
ing previous years, must be u l t i 
mately traced to the calculations of 
the Tar i f f Board. 

How the Board's estimate of Rs. 
9 crores has been completely off the 
mark can be seen from the follow
ing figures of imports and produc
tion during the three years it 
covered. 

Of course these figures do not 
make allowance for the releases of  
machine tools from the disposals 
stocks which are reported to have 
been on a large scale hut at the 
same time they do not indicate the 
accumulation of stocks wi th the 
merchants and manufacturers. In 
any case the gap between the Tar i f f 
Board's estimate and the total of 
imports and production is too big 
to be explained by the sales effected 
by the Directorate of Disposals. 

A New Estimate 

Since the industrial development 
of India has so far been confined 
mainly to consumer goods industry, 
the principal role of machine tools 
in use in the engineering industry 
and in the workshops of the other 
industries is to manufacture small 
parts and accessories for the machi
nery installed, and thus to maintain 
the machinery in a good state of 
repair. The heavy machinery indus
try in the U . K . and the U.S.A. 
which takes up a fairly large pro
portion of the machine tools manu
factured in these countries practi
cally does not exist here. Naturally 
the demand for machine tools in 
India is bound to be relatively 
smaller both because of the back
ward state of her industrialisation 
and the character of industries that 
have developed. 

This demand has a definite and 
direct relation to the machinery in
stalled in the country which can be 
derived from the relation of the 
annual imports of machinery and 
machine tools for replacement and 
expansion. The demand foe ma
chine tools being more sensitive to 
changes in business expectations 
than the demand for machinery, it 
is possible that the relation between 
the imports of machinery and ma
chine tools in individual years might 
show marked variations. But the 
average relationship over a period 
of years would be a fairly reliable 
guide to the assessment of the de
mand for machine tools in the 
future. 

The available data regarding the 
imports of machinery and the i m 
ports and production of machine 
tools in India for the period 1922-
23 to 1949-50 are set out in a con-
solidated form i n Table I I I . 
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The relation between the imports 
of machinery and the imports and 
production of machine tools dis
closes wide variations during the 
three periods. If the future demand 
for machine tools in India is to be 
calculated' w i th the help of this rela
tionship the figures in the above 
table must be critically examined 
and the variations explained. This 
is done below: 

(a) Prewar period—1922-23 to 
1938-39: For India this was a 
period of industrial expansion. Par
ticularly after 1927 several new i n 
dustries were established and large 
quantities of machinery were im
ported. But in spite of this the ave
rage annual imports of machine 
tools formed only 2 . 1 % of the 
average value of machinery import
ed every year. The actual ratio for 
individual years varied from 1.1 in 
1934-35 to 3.0 in 1925-26 and 
broadly reflected the different phases 
of the trade cycles. From 1922-23 
to 1930-31 when economic activity 
was generally on the upgrade the 
average annual imports of machine 
tools constituted 2.4% of the imports 
of machinery. This proportion drop
ped to .1.4% during 1931-32 to 
1935-36, the period of depression 
but the subsequent recovery from 
1936-37 to 1938-39 raised it to 
2 . 1 % . As the prewar period—1922-
23 to 1938-39 was marked by a 
fairly rapid development of indus
tr ial activity in India, prima facie 
there is a good reason to assume the 
average relationship between ma
chine tool imports and machinery 
imports during the period as a fair
ly reliable guide for the future. 
There was hardly any production of 
machine tools in the country then. 

(b) War period: The greater 
part of the machine tool industry in 
tndia came into existence dur ing 

the. war and the average annual 
value of Grade I machine tools pro
duced amounted to Rs. 26 lakhs. 
This has been added to the value of 
machine tool imports. The: ratio of 
machine tools imported and pro
duced to the total imports of ma
chinery during the period works out 
to the high figure of 8.3 per cent. 
But this is due to the fact that dur
ing the war period, while imports of 
machinery were restricted, the sup
ply of machine tools through im
ports and indigenous production 
was greatly augmented to meet the 

demand or ordnance factories, r a i l 
way workshops and other establish
ments producing ammunit ion and 
War supplies. It cannot, therefore, 
be considered as a normal relation. 

(c) Postwar period: In this pe
riod the average annual value of 
machine tools produced in India 
was Rs. 55 lakhs. This has been 
added to the imports to arrive at 
the figure of supplies available to 
the market. Dur ing the postwar 
years a large number of machine 
tools were, however, made available 
to government workshops and fac
tories and also to private industries 
from disposals. For want of definite 
information regarding the value of 
machine tools distributed through 
this channel,, the relation between 
the supply of machine tools and the 
supply of machinery has been work
ed out only on the basis of the avail
able information and is consequent
ly an under-estimate. The averager 
for the whole period works out to 
6 . 1 % . But for individual years the 
relation between machinery imports 
and machine tools records a marked 
decline from 8.6% in 1946-47 to 
4.6% in 1949-50. It is stilI much 
higher than the prewar average. 

Apart from the influence of the 
pent-up wartime demand, the 
higher percentage relation of ma
chine tools to machinery during the 
postwar period may be attributed 
to the special factors, namely, the 
comparatively easy supply position 
of machine tools in foreign coun
tries, and the temporary phase of 
industrial and investment boom 
that was witnessed in India imme
diately after the end of the war. 
Like all other countries, India was 
in need of a large volume of capital 
goods after the war was over. The 
foreign countries were in a position 
to meet Ind ian demand readily in 
respect of machine tools because 
their production of machine tools 
during the war had tremendously 
increased. 

On the other hand the position 
in respect of machinery was quite 
the reverse. The import trade figures 
are, therefore, likely to have been 
over-weighted by the imports of 
machine tools and the relation bet
ween imports of machinery and 
supplies of machine tools cannot be 
considered as normal. As the special 
factors bearing on the imports of 
machine tools must have gradually 

lost their influence the ratio of ma-
chine tools imported—produced in 
1949-50 to the imports of machin-
nery during the years would be 
more normal than the average for 
the whole period; 

To use the relationship between 
the demand for machine tools and 
the demand for machinery, which 
has been worked out above, for esti
mating the size of the demand for 
machine tools, it is necessary to 
have some idea about the volume of 
machinery which India is likely to 
need in future. The Report of the 
Industrial Plant and Machinery 
(Heavy) Panel (submitted towards 
the end of 1946 or beginning of 
1947) eomes very handy for the 
purpose. The Panel works out out 
two sets of figures regarding the de
mand for machinery in the postwar 
period, one for the quinquennium 
immediately following the cessation 
of hostilities, and the other for the 
period succeeding this quinquen
nium. These estimates are based on 
the plans of expansion and the tar
gets of production recommended by 
the panels for individual industries 
and are expressed in terms of 1944-
45 prices. At the current (1949) 
prices, calculated according to the 
index of i ron and steel prices in the 
U . K . as was done by the Panel i t 
self, the estimate of the demand 
dur ing the five years following the 
end of the war works out at: 

Rs, 20 crores annually, replace
ment demand; 

Rs. 50 crores in five years, pent-
up demand; 

Rs. 174 crores in five years, sche
mes of expansion. 

For the four years 1946-47 to 
1949-50 the estimated demand on 
this basis would aggregate to Rs. 
360 crores. The actual imports have 
been worth Rs. 258 crores, which, 
even after making allowance for the 
difference in the rise of i ron and 
steel prices used for converting the 
Panel's estimate into 1949 prices 
and the actual prices of machinery, 
bear a close approximation to what 
the Panel expected. The Panel's 
estimate of the "normal sustained 
demand" for machinery on account 
of replacement and improvement, 
after the arrears of wartime demand 
have been satisfied and machinery 
for the schemes of expansion en
visaged by the panels has been se-
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cured, is Rs. 26.23 crores in terms 
of 1944-45 prices. At 1949 prices 
the figure would be round about 
Rs. 36 crores. 

Although the expansion of the 
different industries which the indus
t r ia l panels had recommended has 
not taken place, the actual imports 
of machinery, as seen above, bear 
close correspondence to the Panel's 
estimate of demand during the five 
years of the postwar period. The 
calculations of the Panel regarding 
the recurring sustained demand are 
not, therefore, vitiated. These, of 
course, do not take into account the 
new industrial development that 
might take place hereafter. 

Assuming the normal sustained 
demand for machinery for purposes 
of replacement and improvement to 
be Rs. 36 crores per annum, at 1949 
prices, the demand for machine 
tools can be estimated by using the 
ratios of the demand for machine 
tools to the demand for machinery 
during 1922-23 to 1938-39 and 
1946-47 to 1949-50. As the special 
factors influencing imports of ma
chine tools in India in the postwar 
period must have lost a great deal 
of their influence by 1949-50, the 
ratio for this year may also be used 
for formulating a third estimate. 
But the wartime relation, being dis
torted, must be ignored. The results 
are presented in Table I V . 

The estimates vary between Rs. 
70 lakhs and Rs. 2.20 lakhs. But 
even the highest of them is much 
lower than the lowest estimate of 
annual demand at Rs. 4 crores, 
which has been put forward by the 
Indian Machine Tools Manufac
turers' Association. The estimate of 
the Ministry of Industry & Supply 
—Rs. 10 crores- is obviously far 
wide of the mark. 

Table I . V A L U E O F P R O D U C T I O N O F I N D U S T I A L 
M A C H I N E R Y I N U.S. 


