
Weekly Notes 
Automobile Break-through ? 

IT cannot have escaped the atten
t ion of careful newspaper read

ers that the Government has been 
more than o rd inar i l y concerned 
over the automobi le industry recent-
ly. There was the annual meeting 
of the Association of Automobi le 
Manufacturers last month in New 
Delhi wh ich was inaugurated by the 
Min is te r for Steel and Heavy Indus
tries, Shr i C Subramaniam. This 
was fol lowed by a two-day confer
ence of representatives of the auto
mobi le industry to review the pro
blems of the industry. A n d this t ime, 
besides Shr i Subramaniam, S i i r i 
T T Kr ishnamachar i , Min ister w i t h 
out Por t fo l io , and Shr i T N S ingh, 
Member fo r Industry , P lann ing 
Commission, were also present; 

Mo startl ing; pol icy announcements 
fol lowed these series of meetings be
tween the industry and the Govern
ment. Shr i Subramaniam's state
ment that the Government wou ld 
give top p r i o r i t y to the manufac
ture of commercial vehicles was 
played up as mark ing a change in 
Government policy though, in fact, 
i t was no th ing of the k i nd . The 
p r io r i t y for commercial vehicles is 
already there in the Plan and is 
reflected in the targets. Thus the 
product ion of passenger cars is to 
be raised f rom 20.000 in 1961 to 
only 30,000 by 1005-66 whereas that 
of commercia l vehicles is to in
crease f r om 21.000 to 60,000. T h e n ; 
was, of course, the exchange of p in 
pr icks, customary whenever represen
tatives of the Government and p r i 
vate industry come together. The 
Minister complained that the indus
t ry had fai led to fu l f i l the target of 
indigenous product ion and the i n 
dustry replied that if this was so, 
it was beceause. the Government had 
fai led to prov ide the fore ign ex
change needed for the impor t of 
capital equipment to set up manu
facture of components. A n d so on. 

However, it now appears that 
last month's discussions between re
presentatives of the automobile in-
dustrv and the Government have not 
been ent i re ly frui t less. Accord ing to 
a newspaper report appear ing this 
week the Government has der ided to 
release foreign Exchange of the 
value of Rs 21 crores to the auto

mobi le industry f o r impor t o f ma
chinery to expand indigenous manu
facture of components. No details 
are given except that the release of 
fo re ign exchange is vaguely related 
to the h igh ly ambi t ious target of 90 
per cent indigenous product ion by 
A p r i l 1963. 

The T h i r d Plan target of indige
nous p roduc t ion is 85 per cent by 
1965-06, To achieve this target and 
also the target of expansion of pro
duct ion , the Plan envisages an in 
vestment of Rs 85 crores, w i t h a 
fore ign exchange component of Rs 
10 crores, Even if indigenous pro
duct ion expands according to the 
target, the dra in on account of 
maintenance impor ts fo r the auto
mobi le industry is estimated at no 
less than Rs 175 crores over the 
Plan per iod. The Government's deci
sion to raise the target of indige
nous product ion to 90 per cent by 
Ap r i l 1963 is a reflection of the 
difficult fo re ign exchange posi t ion. 
Current ly , maintenance impor ts for 
the automobi le industry are run
ning at around Rs 30 crores per 
annum and wi th expansion of pro
duct ion this would steadily increase 
unless (he indigenous content of 
vehicles is raised. Thus expansion of 
the automobi le industry is closely 
l inked to its success in increasing 
domestic product ion of components. 

But. it is not enough to set an 
overall target fo r the industry , since 
dif ferent units have achieved vary
ing success w i th their indigenous 
product ion programmes, the indige
nous content va ry ing roughly be
tween a l i t t le over 50 per cent and 
80 per cent. It is necessary, there
fore, to f ix targets of indigenous 
manufacture for ind iv idual manu
facturers and on the basis of these 
targets it should be possible to de
termine the requirements of fo re ign 
exchange of the di f ferent manufac
turers. This w i l l give an idea of the 
total foreign exchange required for 
achieving the target of indigenous 
manufacture for the industry as a 
whole and also make it possible to 
evaluate the progress of the dif fer
ent units. This is par t icu lar ly im
por tan t since as the Ad Hoc Com
mittee on Automobi le Indust ry 
pointed out in i ts report in I 9 6 0 , 
though the progress of indigenous 
manufacture by the various units in 
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the automobi le indust ry has been 
slowed down by fo re ign exchange 
difficulties, inadequacy of rupee 
finance and lack of technical com
petence have been even greater 
obstacles than shortage of fo re ign 
exchange. 

There is another aspect to the 
problem of indigenous manufacture 
of automobi le components. It has 
been the Government's constant 
complaint that the automobile manu
facturers are t ry ing to do too much 
by themselves to the detr iment of 
the anci l lary industr ies the Govern
ment has been t r y ing to foster. 
In their recent speeches, both 
Subramaniam and T T Kr ishnama
char i have attacked the tendency to
wards vert ical integrat ion in the 
automobi le industry. I f the Govern
ment is serious about encouraging 
anci l lary industries, then this is the 
t ime to do something about i t . The 
l icensing policy announced in A p r i l 
this year under which the spheres 
of product ion of the automobi le 
manufacturers and the anci l lary 
producers were clearly demarcated 
must be str ict ly adhered to while 
issuing licenses to impor t equipment 
out of the for iegn exchange allot
ment now announced. Once the 
automobi le manufacturers import 
the equipment and set up produc
t ion, it would be too late to com
pla in about excessive vert ic le integ
rat ion. 

Or , faced w i th the current foreing 
exchange difficulties and the ctz_ 
quent need to raise indigenous is 
duct ion rap id ly , w i l l the Govern-
ment after all decide to pocket its 
object ion to vert ical in tegrat ion ? 

Raw Rubber Target 

A knowledgeable rubber planter 
writes : 

IT is i n t r i gu ing to f ind f rom the 
Calcutta Letter in the issue of 

September I that the estimate of 
the requirements of raw rubber has 
now been raised f r om 100,000 tons 
to 140,000 tons. It is a l i t t le diffi
cult to understand what made 
the Development W i n g revise the 
demand estimate fo r tyres and tubes 
upwards f rom 3.7 mi l l i on to 5.14 
mi l l ion a year. The demand of 
automobi le tyres and tubes w i l l 
natural ly depend on the progress 
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