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From the Chair 

Tata Engineering and Locomotive Co Ltd 
Statement of the Chairman Shri J R D Tata 

BEFORE I review the Company's 
operations during the past year, I 

must give expression to our profound 
sorrow at the passing away of our late 
Prime Minister. Although his failing 
health during the last year had given 
rise to some anxiety, his sudden death 
at the end of May stunned the people 
of India and, indeed the whole world, 
for Jawaharlal Nehru's status as a 
statesman and as a man tran
scended political and geographical 
frontiers. His fame, his writings, his 
struggles and sacrifices in the cause of 
freedom and peace were known in every 
country of the world and it is probably 
true to say that more people mourned 
his passing than that of any other man 
in modern history, with the exception 
perhaps of Mahatma Gandhi. It was 
possible to disagree with some of his 
and his Government's policies and de
cisions on political, international or eco
nomic issues, but it was impossible not 
to be deeply affected and influenced by 
his intellectual brilliance, his single-
minded devotion to the causes he es
poused, his courage, his innate good
ness, the depth and tenderness of his 
solicitude for the afflicted, the oppress
ed and the poor and the love which he 
inspired amongst the people. Jawahar
lal played a dynamic role in shaping 
world history during these two decades, 
but it is as the Maker of Modern India 
that he will be remembered and his me
mory forever enshrined in the hearts 
and minds of the people of India. 

I am glad to report that the Com
pany made good progress in its ope ra
tions, profits and expansion during 
past year which, however, was also 
marked by certain unhealthy develop
ments culminating in the tragic events 
of March, 1964, to which I shall revert 
later in this review. 

Output rose appreciably; the first 
stage of expansion to 18,000 vehicles 
is now virtually complete and work has 
started on the second stage intended to 
bring production up to 24,000 vehicles 
per annum. I am glad to report that 
the Agency for International Develop
ment has just approved of a further 
loan of $11.80 million (Rs 5.62 crores) 
to finance the foreign exchange ele
ment of the second stage of the 

expansion programme. Orders for 
imported machine tools and equip
ment will be released shortly. 

Operating Profits 
Operating profits for the year were 

Rs 114.75 lakhs higher than in the pre
vious year, but most of the excess was 
absorbed by increased allocations to 
depreciation, Development Rebate Re
serve and taxation, so that the net in
crease in disposable profit was only 
Rs 20.62 lakhs. The total amount 
available for distribution was thus 
Rs 136.15 lakhs, which is some Rs 8 
lakhs short of the amount required to 
maintain the current dividend of 14½% 
on our enlarged capital. Your Directors 
have, therefore, transferred Rs 8 lakhs 
from the General Reserve and recom
mended the same dividend as last year. 
A total of Rs 14 lakhs will thus have 
been drawn from reserves over the last 
two years towards the payment of divi
dends. This will have been fully justi
fied as, barring some totally unforeseen 
set-back, the increased profit resulting 
from our expanding output should en
able us without difficulty to continue 
paying the same dividend on ordinary 
shares in future. In fact, there are, in 
my view, good prospects of the Com
pany being able to maintain the same 
rate of dividend even after the addi
tional issue of 200,000 ordinary shares 
in the ratio of one new share for every 
five shares held, which is being recom
mended to you at such premium, not 
exceeding Rs 50 per share, as the Con
troller of Capital Issues may prescribe 
and as may be agreed to by the Direc
tors. 

In view of the issue for the same 
amount made as recently as 1963, your 
Directors would have normally prefer
red to postpone the present recommen
dation for a year or so, but the extra
ordinarily large and rapid expansion of 
the Company and the growing imbalan
ce in the Company's capital structure 
make a further issue imperative and 
urgent. 

In relation to total funds employed 
of about Rs 44 crores (including Rs 25 
crores of debt), which are expected to 
rise to about Rs 60 crores by 1966, our 
present share capital of Rs 12 crores 
our debt-equity ratio will be unaceept-

ably large if the share capital is not in
creased and the amount is borrowed in
stead. An issue of shares is therefore re
quired not only to provide urgently 
needed funds but also to improve the 
debt-equity ratio to which the A I D, 
like the World Bank, attaches consider
able importance. 

Your Directors realise that these are 
difficult times for shareholders to find 
additional funds to invest. In view, 
however, of the special and urgent re
quirements of the Company, the recent 
indications of a revival in the stale of 
the market and the fact that the new 
shares may be expected to earn a divi
dend of 14½%, from the date of issue, 
equivalent to 9.7 % on capital plus pre
mium, I am sure shareholders will ap
prove the recommendation which is 
also subject to the approval of the Con
troller of Capital Issues. 

Although about half of the capital of 
the Company is institutionally held and 
only one and a half crores Rupees or 
so will therefore be obtained from indi
vidual subscribers, the Directors have 
recommended, in order to lighten the 
burden on shareholders, payment of the 
amount for the new issue in two ins
talments, one in November this year 
and the other in May, six months later. 

The demand for Tata Mercedes-
Benz vehicles continues unabated and 
inspite of the steady increase in our 
output, we have so far failed to catch 
up with it . Ever since we commenc
ed production of these vehicles, they 
have been the first choice of the 
transport operator because of the qua
lity, performance and ruggedness built 
into them. There are today more 
Tata Mercedes-Benz vehicles on the 
road than any other make. 

There are misguided people who as
sume that bigness in Private Sector 
enterprises, particularly those which 
supply a significant proportion of the 
total market for any product, results 
is clearly disproportionately small, while 
in the exploitation of the consumer 
and is therefore against the public 
interest. The manner in which your 
Company has used its pre-eminent 
position in the held of comercial 
vehicles should provide a telling 
answer to such a belief. 
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Between October 1959, when the 
Company completed the initial phase 
of its truck manufacturing program
me, and today, the price to a custom
er in Bombay of the TMB 312/42 
model—the most popular model in our 
range—increased from Rs 30,455 to 
Rs 37,619, i e, by Rs 7,164. During 
the same period, the sales, excise and 
other taxes charged on this vehicle by 
the Central and State Governments in
creased by Rs 6,780, while the cost 
of imported materials and components 
rose by Rs 739. a total of Rs 7,519. 
Therefore, over the last five years 
which witnessed a disturbing and con
tinuous rise in the price of practically 
every product, commodity or service 
in the country, the price of the TMB 
vehicle excluding the above two items 
has actually fallen inspite of the con
tinuous incorporation of a number of 
major improvements to the vehicle, 
the cost of which was absorbed by the 
Company, and inspite also of the fact 
that the price of locally made ancil
lary items invariably exceeded the 
price of the imported ones which they 
replaced. 

The point to be noted in this con
text is that the Company could not 
have fulfilled its desire to keep its 
prices low in the interests of the con-
sumer and the country if it did not 
have the benefits of large-scale produc
tion. 

If Government had not sanctioned 
the successive expansion schemes of 
Telco, as they wisely did, there is no 
doubt that the user of Tata Mercedes-
Benz vehicles would he paying a sub
stantially higher price than he is pay
ing today, while the country would 
have been deprived of the full bene
fits of a powerful, versatile and highly 
productive engineering unit, geared to 
meet both civilian and military requi
rements, and also of most of the sub
stantial contributions which have ac
crued to the public exchequer as a 
result of the Company's operations. It 
is noteworthy that during the year 
under review, public revenues were 
enriched, as a result of Telco's opera
tions, by as much as Rs 16 crores, in 
import and excise duties, sales taxes 
and taxes on profits. 

But this is by no means the full 
measure of our Company's contribu
tion to the Indian economy. The Com
pany has created direct employment 
for over 16,000 men, whom it: has, 
over the years, trained to a high de-
gree of skill. The importance of this 
contribution should not be underesti
mated, for the economic growth of a 
country depends just as much on the 
specialised skills of its workers, tech

nicians and managers as on machines, 
raw materials and finance. 

Finally, the large-scale development 
of Tata Mercedes-Benz vehicles has 
helped to establish a number of ancil
lary industries in the country, the lack 
or insufficiency of which in the past 
has been one of the main obstacles to 
the rapid development of the automo
bile industry. All in all, we can be 
justly proud of our performance during 
the last decade, which, in terms of 
growth and service to the country is 
probably unsurpassed by any other 
company in the country. 

Tax Burden — On Consumer 
I have referred earlier to the large 

revenues accruing to the National Ex
chequer as a result of our operations. 
As the cost of Government's various 
imposts is largely included in the price 
of our vehicles, it is the user who ulti
mately bears this heavy initial burden; 
but that is only the beginning so far 
as he is concerned. On an average, 
every commercial vehicle in regular 
use for highway transport pays every 
four years in taxes alone a sum in ex
cess of its original cost. Of all econo
mic activities in the country, none to 
my knowledge bears such a crushing 
burden of tax as the road transport in
dustry. It is. I believe, a fact that 
the incidence of taxes and duties alone 
in every ton-mile of road transport 
equals the total amount charged by 
the Railways for a ton-mile by rail. 
In addition to crippling taxation, the 
road transport industry suffers in a 
number of ways from Government pol
icies and is burdened with such a maze 
of outmoded restrictions as to pre
vent it from playing in full the role it 
would in the country's economic dev
elopment. That inspite of these condi
tions, road transport in India has 
grown to such an extent that it is now 
estimated to carry half the country's 
passenger traffic and over a fifth of its 
freight, reflects the road transport 
industry's technological advantages as 
well as the initiative, perserverance 
and resiliency of its operators. 

India has one of the world's largest 
railway systems born long before 
motor vehicles came into existence. As 
a result, the transport policies of suc
cessive administrations have invariably 
been based on "railway thinking" with 
little consideration given to alternative 
forms of transport. This thinking has 
dominated official attitude to trans
port problems to a degree which is 
probably unique in the world. India 
must surely be one of the few coun
tries where such numerous and op
pressive barriers continue to be placed 
in the way of the development of road 

transport while railway mileage conti
nues to be expanded at tremendous 
cost. How else can one explain the 
restrictive regulations that are im
posed by the numerous State Gov
ernments which make inter-State 
trucking a nightmare for operators 
and long-distance trucking virtual
ly impossible ? These restrictions 
include difficulties and long delays in 
obtaining permits for inter-State ope
rations, limitations on the number of 
permits issued for some routes and the 
temporary nature of permits that make 
long-term investment in motor trans
port hazardous. Multiple taxation of 
vehicles and sometimes taxation of 
the cargo add to the difficulties. The 
result is that inter-Slate traffic is re
served to the Railway to a degree 
which fails to take into adequate ac
count that for some goods the speed 
and other advantages of highway 
transport are very important. What is 
needed is a system where inter-State 
trucking permits for operating through 
any State should be issued by a cen
tral authority. The permits should 
carry a fee sufficient to absorb all the 
State and local vehicle taxes at present 
levied. The permits should be given 
for one year and automatically renew
ed unless the holder has his permit 
revoked for some violation. These 
should not be limited in number for 
the trucking business attracts thous
ands of small operators who should 
be permitted to develop the traffic. 

It is unfortunately apparent, from a 
recent announcement of the Railway's 
share of about 70% of the total pro
posed investment in surface transport 
in the Fourth Five Year Plan, that 
Government's thinking on the subject 
is as Railway-dominated as ever and 
that the prospects of some relief to the 
road transport industry and of an im
provement in the operating conditions 
are dim indeed. 1 feel that the time 
has come when a comprehensive and 
impartial study of the economics of 
transportation in India needs to be 
undertaken by an independent body. 
An explicit analysis of benefits and 
costs wil l , 1 am sure, reveal that great
er investments in highways and some 
relief to the road transport industry 
are not only fully justified but urgent
ly needed. 

I have kept to the Iast a reference 
to the unhealthy developments men
tioned in my opening paragraph which 
marred an otherwise satisfying year of 
progress. I am referring to the labour 
situation as it developed at Tatanagar 
during the past twelve months and to 
the shocking events which brought 
such misery and shame to Jamshedpur 
during the month of March last. 
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The labour situation at the Telco 
Works has been increasingly unsatis
factory during the last year and par
ticularly since the beginning of 1964. 
Internal rivalries between two groups 
within the recognised Telco Workers' 
Union have been mainly responsible 
for the deteriorating situation and the 
blame must squarely attach to the dis
sident group which, notwithstanding 
the fact that its claim for control of 
the Union was, and still is, the sub
ject of proceedings before the Patna 
High Court, carried on an intensive 
agitation which far exceeded the 
bounds of legitimate trade union acti
vities. In its attempt to force its de
mand for recognition, this group re
sorted to widespread intimidation not 
only of workers but also of supervisory 
personnel. Indiscipline, defiance of 
constituted authority and unpunished 
intimidation, threats of violence and 
actual violence create an atmosphere 
where crime and lawlessness find it 
easy and profitable to rear their ugly 
heads. 

We have constantly sought the as
sistance of the Central and State Gov
ernments, in addition to doing every
thing possible ourselves, to restore 
normalcy and are grateful to them for 
their assistance. I earnestly hope that 
stern action will be taken against 
those who, under the guise of trade 
unionism, deliberately create prob
lems of law and order and prevent the 
full utilisation of industrial capacity 
urgently needed by the country. The 
recent communal disturbances have 
shown how easy it is for a handful of 
mischievous and anti-social persons to 
lead masses of people to planned acts 
of violence. 

With its thousands of tough and 
hardy men drawn from all parts of 
the country, a large industrial centre 
like Jamshedpur-Tatanagar obviously 
contains explosive possibilities of trou
ble and therefore requires the maxi
mum of alertness coupled with firm 
and timely action on the part of the 
management of factories and those 
charged with the maintenance of law 
and order. The scope for Management 
to maintain discipline and prevent acts 
of violence and intimidation is largely 
limited to the shop floor whereas in 
this case, agitation and violence grew 
and flourished largely outside the 
Works. 

Perhaps one of the reasons for the 
inadequacy of law and order enforce
ment in the area, is the fact that 
although the city of Jamshedpur-Tata-
nagar is the second largest in the Slate 
of Bihar and one of the largest and 

must vital industrial centres in the 
whole country, it is still constitution
ally treated for administrative pur
poses as a sub-division of a district; 
the headquarters of which are not 
even Jamshedpur but Chaibassa which 
is a minor town in the area. We have 
urged that consideration should be 
given to up-grading Jamshedpur to an 
administrative status within Bihar 
commensurate with its importance and 
the magnitude of the task and pro
blems of administering i t . 

While looking forward to another 
year of progress, I wish to acknow

ledge the diligent efforts of our em
ployees, suppliers and dealers which 
have made possible the good results 
before you inspite of the many diffi
culties and obstacles which: faced 
them. In particular, our officers at 
Tatanagar, Indian and German, deserve 
our gratitude for the hard work they 
put in and the fortitude with which 
they faced difficult and harrassing 
situations. 

J R D T A T A 

Chairman 

Bombay, 9th July, 1964. 
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