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CHAPTER L.

Introductory.

The Tariff Board was appointed by the Resolution of the

. Government of India in the Department of

Taﬁ%ﬁﬁﬁw b oof the Commerce No. 3478, dated the 10th July
' 1923, which reads as follows :—

“ On February the 16th, 1923, the following resolution was
adopted by the Legislative Assembly :—

“ That this Assembly recommends to the Governor General in
Council—

(a) that he accepts in principle the proposition that the fiscal
policy of the Government of India may legitimately be
directed towards fostering the development of In-
dustries in India;

(b) that in the application of the above principle of protec-
tioy, regard must be had to the financial needs of the
country and to the present dependence of the Govern-
ment of India on import, export and excise duties for
a large part of its revenue;

(¢) that the principle should be applied with discrimination,
with due regard to the well-being of the community
and to the safeguards suggested in paragraph 97 of
the Report of the Indian Fiscal Commission ;

(d) that in orfler that effect may be given to these recom-
mendations, a Tariff Board should be constituted for
a period not exceeding one year in the first instance,
that sgch Tariff Board should be purely an investi-
gating aud advisory body and should consist of not
more than three members, one of whom should be a
Governiment official, but with power, subject to the
approval of the Government of India, to co-opt other
members for particular inquiries.”’

2. The Government of Tndia have decided to appoint a Tariff
Board, for a period not exceeding one year in the first instance,
to carry out the investigations resulting from the acceptance of

B



2 CHAPTER 1.

that resolution and to make recommendations thereon. The fol-
lowing gentlemen have agreed to serve on the Board :—

President.
G. Rawvy, Fsquire, C.8.1., C.1.T.., 1.C.8.

Members.

The Hon’ble Mr. V. (;. Katg, DProfessor of Kconomics,
Fergusson College, Poona.

P. P, Giwwara, FEsquire, M.T..A., Dar.-at-Tiaw.

Rai Bahadur S. N. Banerji, Assistant Secretary, Commerce
Departinent, has been appointed Secretary to the Board.

3. The Government of India will select the industries to be
taken up for investigation and determine the order of the inquiry
and it will be the duty of the Tarifl Board, after such examination
as 1t thinks necessary, to make recommendations regarding the
protection (if any) to be extended to those industries and the
nature and extent of the protection.  Firms or persons {(other than
those referred to in the next paragraph) desiring that the industries
in which they are interested should be uncstlmted by the Tariff
Board should apply to the Secretarv to the (Government of India
in the Commerce Department. With their applications they
should send up a full staterent of the reasons why they consider
that protection should be extended to the indnstry.

4. The Board will assemble immediately at Simla. As recom-
mended by the Fiscal Commission in paragraph 107 of its Report,
the Board will examine first the question of extending protection
to the manufacture of steel 1o Tndia. In considering thb question,
the Board will take into account the effect of any recommend-
ations it may make on industries dependent on the use of steel,
and in particular, it will consider how its recommendations will
affect the industries* referred to in paragraph 9 of the Report of
the Railway Industries Committee, and whether those industries
should be accorded protection. TFirms or persons interested in
the steel industry or the industries dependent on the use of steel,
who desire that their views should be considered by the Tarift
Board, should address their representations to the Secretary to
the Board.

The headquarters of the Board will be with the Government of
India, but it will visit from time to’time commercial and industrial
centres in India for the purpos® of the investigations which it
may be required to undertake. While the steel ind: wstry is nnder

* [‘hese industries are the locomotive and wagon building industries,
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examination, the office of the Board will be located temporarily
at Caleutta. For the investigation of other industries, it may be
necessary to transfer the office from time to time to other con-
venient centres.

5. The Government of India trust that T.ocal (GGoverninents
and Administrations will afford the Board all the assistance which
it may require and will comply with any request for information
which may be addressed to them by it.”’

It will be seen that the Board was directed to examine first
the question of extending protection to the manufacture of steel in
India : at the same time it was instructed to take into account the
effect of any recommendations it might make on the industries
dependent on the use of steel, and in particular to consider how
its recommendations would affect the railway wagon and loco-
motive building industries.

9. The Board assembled at Simla at the beginning of July and

after preliniinary work proceeded to Jam-
& the  ghedpur early in August where evidence was

taken on behall of the Tata Iron and Steel
Company. Mr. R. Mather, Metallurgical Inspector to the
Government of ludia, who had been deputed to assist the Board
as technical adviser, joined his duties at Jarashedpur on return
from leave. At the beginning of September, the Board procecded
to Calcutta where its office was located during the greater part
of the enquiry. The works of a number of engineering firms both
at Jamshedpur and in the vicinity of Caleutta were inspected by
the members of the Board, and two visits were paid to Asansol
in order to see the wagon building and other engineering works in
that neighbourhoqd. A large number of representations were
received from firms and persons interested in the steel industry
and oral evidence was also taken fromn numerous witnesses both
official and non-official. The oral evidence was taken both at
Caleutta and at Bomnay where the Board spent two or three weeks
in the latter part of November. A fuller account of our pro-
ceedings will be submitted later, but as we ure anxious to lay
before the Governgent at the earliest possible date an expression
of our views on the main question referred to us, we shall not at
this stage enter into further detail.

Proceedings

Board,

3. The primary question with which we have to deal is whether
protection should be accorded to the manu-
facture of -what may be called rolled steel.
At present there is only one firm in India
which manufactures steel on a large scale, namely, the Tata Iron
and Sfecl Company whose works are at Jamshedpur. Steel cast-
ings, however, are produced by three firms, bui none. of them

Scope of the first Report

on the steel industry,
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has as yet gone beyond the initial stages of manufacture.
The industries directly dependent on the use of steel fall naturally
into three groups :—

(@) The engineering industry which includes & number of
firms which manufacture a large variety of articles of
iron and steel;

(b) The subsidiary industries comprising firms which have
devoted themselves to the manufacture out of raw
steel of some particular class of goods.

(¢c) The railway wagon and locomotive building industry.

We propose in this Report to concentrate our attention on the
main question, which is the manufacture of rolled steel. Our de-
tailed recommendations regarding the other industries we ghall
postponn to a subsequent Report which we hope to submil at a
very carly date.

4. Of the important kinds of steel in use only one, namely

Kinds of steel manu- ‘‘ basic open hearth ' steel, can be made in
factured in India. India from Indian materials. Indian pig
iron contains a comparatively high percentage of phosphorus derived
rather from the coal than from the iron ore, and this phosphorus
has to be removed by-the use of lime in the steel furnaces. The
so-called ‘‘ acid *’ steel is made from pig iron containing only a
small percentage of phosphorus which requires no special measures
for its removal.* In the ‘ basic ’ process the furmace is lined with
burnt dolomite which is chemically a base, while in the acid process
the lining is pure sand which acts chemically like an acid. Acid
steel can be used for practically every purpose for which basic steel
ie used, and also for purposes for which under existing regulations
basic steel is inadmissible, e.g., the boilers, axles and tires of
locomotives. The use of acid steel is still compulsory for the axles
and tires of railway wagons in India, but there is an alternative
British Standard specification which permits the use of basic steel.
The basic process is not used for the production of the high grade
and special steels (sometimes alloyed with other metals) required
for cutting tools and all articles in which great hardness or toughness
is required, but the manufacture of these steelg is not likely to be
attempted in India for many years to come. Our enquiry therefore
is confined to basic open hearth steel and such steels as compete
with it for ordinary purposes.

5. Whe processes of iron and steel manufacture are somewhat

Description of processes  technical, and it may be useful if at the
of iron snd steel manufac-  outset some general description of those
tare. employed in India is given. The important

* The *‘ basic' Bessemer process cannot be used in India for the cogverse
reason that Indian pig iron does not contain enough phosphorus.
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raw materials required for the making of steel are iron ore, a
mineral which contains iron; coal, which is used as a fuel for
producing high temperatures and as an agent for separating the
iron from the oxygen with which it is combined in the ore; and
limestone or dolomite, which are used as fluxes for carrying away
i the form of o fusible slag the impurities which occur in the ore
and in the coal.

6. There are two main stages in the production of steel from
Tws main steges of ifOR ore. In the first, the ore is converted
manufacture—(1) pigiron  i0to pig iron, a crude form of iron which
and (2) steel. contains impurities to the exient of about 6
o 7 per cent. This operation is performed in blast furnaces .
In the second stage the impurities of the pig iron are removed
{o the necessary extent in * open hearth furnaces *  The product is
then steel. Both these operations require very high temperatures—
about 1600° C.—in the furnaces and both yield molten products.

7. Very few kinds of coal are suitable for use in the blast
furnace direct, and the first step in the manu-
facture of pig iron is therefore the conver-
sion of coal into coke. The coke is made by
heating crushed coal of a suitable guality in ** coke ovens ', which
are built mainly of silica bricks and fire bricks. The ovens are
heated to & high temperature by burning (in flues round the
ovens) part of &he gas which is given off from the coal. The
direct products of the operation are coke and a fuel gas
which s similar to ordinary towu gas. The gas contains tar,
which is separated for use elsewhere in the works or for sale, and
also ammonia which is separated by means of sulphuric acid, form-
ing sulphate of ammonia which is a useful fertilizer. Since only
a part of the gas which comes from coal is nceded for heating the
ovens, the remainder is ' surplus '’ gas which can be used in
heating furnaces in other parts of the works. The tar and the
sulphate of ammonia are bye-products ”’, the value of which
reduces the net cost of the coke. Most of the sulphate of ammonia
produced in India is exported to Java and Mauritius for use as a
fertilizer in the sugar plantations in those islands, and it is
regrettable that more use s not made in India itself of a very impor-
tant aid to agriculture.

Manufacture of coke
and its bye-pr: ducts,

8. The coke thus produced is charged, together with iron ore
and flux (at Jamshedpur, dolomite), jnto the
blast furnace which is essentially a high
ghaft built of special bricks and of different internal diameters at
different heights. A blast of hot air is blown into the furnace
to burn the coke. This produces the necessary femperature n
the furnace and provides the conditions in which the iron is

The blast furnaces.
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separated from the ore and in which the impurities in the
orc and the coke join with the flux to form a slag. This
slag is lighter than the molten iron and separates itsell by
floating on the top of the iron. The products are molten pig
iron, molten slag (at Jamshedpur about half a ton of slag for each
ton of pig iron) and ‘* blust furnace gas '’ which is combustible.
The gas can be used for heating the blast of air, for heating certain
furnaces and (by burning under boilers or in gas engines) for the
production of power. Between one-third and one-half of the
gas is required for heating the blast and for the engines producing
the blast. The remainder is surplus and can be used for other
furnaces and for power. The slag is of little value.

9. The open hearth furnace is built of fire-brick, silica-brick
The cpen hearth steel @nd magnesite biick and has a concave oval
furnaces. hearth of burnt dolomite or magnesite. The
furnace is heated by burning gas (usually génerated from coul in a
special apparatug called a gas producer). The pig iron and such
fleel scrap as is available are put in the furnace and the molien
wmixture is treated with a small proportion of iron ore and with lime.
The ore and lime remove almost the whole of the impurities from
the pig iron (forming a slag which 1s practically valueless) and the
process s adjusted to yield steel having a composition which will
produce the necessary mechanical properties in the finished article.
The steel leaves the furnace in a'molten condition.

10. The steel having thus been made, it only remains to give
it the final form required by the user. Tor
this purpose it is cast into *‘ ingots ** which
are blocks of (at Jamshedpur) about 5 feet high and 20 to 22 inches
square, weighing about 3 tons each. The ingots are then brought
to the necessary shape by rolling'in " roliing mills ", in which the
hot steel is passed bhetween suitably grooved rolls rotated by
sufficiently powerful engines or motors to squeeze the steel to the
desired shape of cross-section. The ingot passes first through the
“ blooming mill 7, which reduces it to a ‘‘ bloom ’’ having a
section of 6 to 9 inches square or to a *‘ billet "’ usually about 4
inches square, the length being in each case proportionately in-
creased. The bloom then passes to the “‘rail and structural
mill " where it is given the final shape of a rail or of a structural
section such as a beam. 'The billet, which is intended for smaller
sections, is transferred to a ** bar mill " where # is given the final
shape of the bar required.

13

The rolling mills.

11. In the process of convewting pig iron into finished steel
Quantities of materials thera is a certain wastage of the raw material.
used. About five per cent. is lost in the steel
furnaces, and in the rolling mills another five per cent. disappears
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owing to the formation of scale on the surface of the hot metal.
But in addition the rolling process necessarily involves the creation
of a considerable amount of scrap, i.e., portions of the ingots, blooms,
billets, etc., removed in the process of rolling. Of each ton of steel
ingots only about 15 cwts. appear as finished steel. Out of the
balance of 5 cwts. nearly 1 e¢wt. is finally lost or can be used only
as material for the blast furnaces. The remainder* (more than
1 ¢wts.) is scrap which is unusable as steel; but it can still be used as-
the raw material for steel, and it goes back into the steel furnace
along with the piy iron as part of the metallic charge. 1t is, in faet,
pig iron from which the impuritics have been removed and it only
requires to be remelted in order to become available. The net con-
sumntion of pig iron is therefore about 11 tons for every 10 tons of
finished steel.+ Tor each ton of pig iron produced, the approxi-
mate consumption of iron ore is 1% tons and of coking coal 1%
tons.  Kimilarly for each ton of finished steel, nearly two tons of
iron ore and about 17 tons of coking coal are used.

12. The above deseription applies to the older and simpler
portion (West plant) of the Jamshedpur
works. “In ' the ‘newer portion (Greater
Extensions or Fast plant) there are certain differences in the steel
making and rolling. The pig iron is converted into steel bv a
“ Duplex *’ process, in which the molten jron is first poured into
a ‘' Bessemer converter ’--a large vessel lined with refractory
material—in which air under pressure is blown through the
metal. When part of the impurities of the pig iron have been
removed by the air, the still malten metal is transferred to a large
tilting open hearth furnace in which the remainder of the impurities
are removed and the qualily of the steel is finally adjusted. This
furnace works on the same principles as the oven hearth furnaee
already described, but the size and mechanical arrangements are
different.

13. The steel ingats from °the new plant are rolled in a new
hlooming mill.  Nearly all of them become
hlooms, hut some are rolled (in this mill) into

slabs * which are thick flat picces (gencrallv about half as wide
as thev are lono) which are suitable for rolling into plates in a
specinl plate mill.  Some ingots will be specially cast into a form
resembling a large elab for direct rolling in the plate mill. Some

The Duplex process.

The new wmil's,

* Tn the cost accounts the scrap recovered is valued at a uniform ate per
ton. The department in which it is produced is credited with the value at this
rate, and a corresponding debit is made for scrap used in the Open Iearth
Department.

+ This ratio holds good only if two conditions are fulfilled—

(1) That all the scrap produced in the works gees back into the steel
furnaces ; )
(2) That no scrap is used which is hrought in from outside the works,
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of the blooms from the new blooming mill will be transferred to a
new rail mill to be rolled into rails and.structural sections. The
remainder of the blooms will go to a ‘‘ sheet-bar and billet mill ~’
which consists of several sets of rolls placed one immediately
behind another so that the bloom passes through them successively,
travelling always in one direction. Such mills are ‘‘ continuous *’
In this mill the bloom is rolled either into small billets or info

sheet-bars *’, “which are long, thin, flat bars (for example, 20 ft.
long, 8 inches wide and } inch thl(’k) which are cut into short
lengths for rolling in a ‘‘ sheet mill ** into thin sheets such as are
used for galvanised sheets and tin plate. The small billets from the
sheet-bar and billet mill go to a continuous ‘ merchant mill ’, or bar
mill, which will roll them into bars of the ordinary small sections
suitable for the merchant trade. This will also produce ° wire
rods’, i.e., round rods less than } inch diameter suitable for being
drawn into steel wire.

14. The works of the Tata Iron and Steel Company are
The Tata Irinand Steel  Situated at- Jamshedpur in the Singhbhum
Cempany. distriet -about 150 miles to the west of Cal-
cutta. The Company was formed in 1907 and the construction of
the works began in 1908.  Pig iron was first produced in December
1911 and steel in 1913, and bv 1916-17 the old plant, under the
stimmulus of the war demand, was in full production. In that year
a very large scheme of extensions (known as the Greater Exten-
sions) was mooted and is now (February 1924) on the eve of
completion. It was originally hoped to complete the extension
scheme in 1920 or 1921, but construction was very greatly delayed,
first because, during the period of hostilities, priority certificates
had to be obtained from Government before the manufacture of the
new riant could begin, and sccondly becanse, when the war was over
and the post-war boom in iron and steel began, there were inordinate
delays in the delivery of the machinery already ordered. By 1921-
22, the only part of the new plant directly conwributing to production
was the third blast furnace. During 1922-23 and 1923-24 other
parts of the plant have begun to operate, and the remainder will
do so in 1924-25.

15. The finished steel products manufactured by the Company
Actual and future pro- i the old plant comprise rails and heavy
duction of the Tata Tron  structurals (beams, angles, channels, etc.)
and Ste#l Company. in the rail mill, and bars, light structurals,
light rails and fish plates in the bar mill. The additional products
which the Company will be equipped to manufacture in the new
plant arve plates, sheets—black and galvanised--sheet-bars and
steel sleepers. The following table compares the productian of
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the years 1916-17 and 1921-22 with the production expected when
the new plant is in full operation :—

| Production
Production in | {roduction in | expected when
" Ioo1oie17. | 1921.22, new plant is in
~ ' full operation.
{ Tons, : Lons. Tone,
Coke . . . . . o 230,542 ! 350,028 850,000
Pig iron produced . . . 147,197 270,270 610,00
Pig iron sold . . . . . l 30,541 104,402 40,000
Steel inpots - . . . . 130,433 182,107 570,000
Finished steel-- ' ' o
Heuvy rails . . . . . 54,021 77,880 oK (v
Heavy struclurals . . . \. 14,838 - 18,393 } 235,0:0
Light rails and fshiplates . .l 5,379 6,550 |1 62,000
Pars and light strocturals o 24,489 23,018 |) >
Tlates . . . . N 48,000
> heets . . . . . 36,000
Sheet-bars . . . . . 86,000
Sleepers . . . . e . 3,000
Blooms and hillets tor sale 8,100
Total Hirished steel . . : 7 ] 98,736 125,871 422,000

The production of pig iron increased by more than 80 per cent.
hetween 1916-17 and 1921-22, mainly owing to the construction of
the third blast furnace. Steel production increased, but only by
about 27 per cent., owing to the crection between 1916-17 and
1921.22 of three new open hearth steel* furnaces. The output
expected when the new plant is in full operation is more than twice
the 1921-22 output of pig iron and mare than three times the output

of finished steel.

* These are additions to the old plant and not part of the extension scheme.
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The Steel Industry and the conditions laidl down by the
Fiscal Commission.

16. The claim of the Tata Iron and Steel Company for protec-
The claim of the Tata 110N to the steel industry is embodied in
Tron and Steel Company ther original representation dated the
on behali of the Steel in- 97th/28th July 1923. Driefly the proposal
dustry. made was that an all-round duty of 33} per
cent. ad valorem should be imposed on all kinds of steel manufac-
tured by the Company at Jamshedpur. When we endeavoured
to ascertain on what basis this figure had been arrived at, no very
lucid explanation was forthcoming. Mr. Peterson, giving oral
evidence on behalf of the Company, stated that generally the
Company were of opinion that rolled steel was likely to enter
India at a price, without duty, of about Rs. L350 per ton, and that
the Company could sell steel at a rcasonable profit ** at or under
Rs. 200 a-ton.” A claim so vaguely conceived clearly required the
closest serutiny before any conclusion could be formed as to itx
merits. This involved & minuie examination of the cost of pro-
duction of rolled steel at Jamshedpur and a review of the fluc-
tuations in the price of imported: steel. The results of our investi-
gations will be set forth at length, but in the first instance it ix
necessary to consider the claim of the steel industry to protection
from a more general point of view,

17. In paragraph 97 of their report, the TFiscal Comnnission
The conditions luid laid down three conditions which in  their
dewn by the Fiscal Com-  opinion should be satisfied in ordinary cases
mission. before a claim to protection is entertained.
These conditions have been approved by the Government of India
and the Legislative Assembly, They are as follows :—

(1) The industry must be one possesgng natural advant-
ages, such ax an abundant supply of raw material,
cheap power, a sufficient supply of labour, or a large
home market. Such advantages will be of different
relative importance in different industries, but they
should all be weighed and their relative importance
agsessed. 'The successful industries of the world
possess certain cofnparative advantages to which
they owe their success. No industry which does not
possess some comparative advantages will be able to

(10)
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compete with them on equal terms, and therefore
the natural advantages possessed by an Indian in-
dustry should be analysed carcfully, in order to
ensure as far as possible that no industry is protect-
ed which will become a permanent burden on the
community.

(2) The industry must be one which without the help of
protection either is not likely to develop at all or is
uot likely to develop so rapidly as is desirable in the
interests of the country. ™This is an obvious corol-
lary from the principles which have led us to recom-
wend protection. The main object of protection is
either to develop industries which otherwise would
not be developed or to develop them with greater

rapidity.
(3) The industry must be one which will eventually be able
to face world competition without protection. In

forming an estimate of the probabilities of this cuadi-
tion beiny (ulfilled the natural advantages referred
to in condition (1} will of course be considered care-
fully. The Lmportance of this condition is cobvious.
The protection we conteinplate ig a tewporary pro-
tection to be given to industries which will eventually
be able to stand alone.’’
18. Our enqueries have satisfied us that India possesses great
natural advantages for the production of
steel and iron and that the first condition
laid ‘down by the Tiscal Commission is
therefore fulfilled. Of the raw, materials required the three most
important are iron ore, coking coal and limestone (or dolomite) for
fluxing purposes. T.arge deposits of iron ore exist in many parts
ot India, particularly in the Central Provinces, but at present by far
the most important ure those which lie in the so-called © iron belt *
extending over the district of "Singbhum and the adjoining Feuda-
tory States of Orissa. The belt contains enormous quantities of
extremely rich iron ore in which the proportion of metailic iron
frequently rises aboye 60 per cent. 'This ore can be mined cheaply
and landed at the Iron and Steel works at a cost of between Rs. 3
and Rs. 4 per ton. The Director of Geological Survey has supplied
us with extracts from a report* by Dr. Tox, an officer of the Depart-
ment, on the mineral resources of India for a domestic steel indus-
try, in which the iron ore deposits of the country are described.
1r. Tox mentions two estimates of the quantity of high quality iron
ore available in the so-called * iron belt *, both of them in the neigh-
bourhood of 3,000 million tons. Other authorities have taken

1ndia’s rescurces in
iron ore.

* Se¢ Annexure.
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fower figures and, until further exploration has been made, no
exact estimate is possible, but there is general agreement that the
quantity is very large. In other parts of the world equally rich
ore is to be found, but it cannot be landed at the iron works at
anything like the same price.  Conversely, equally cheap ore
exists in some countries but of nothing like the same quality. The
advantage India possesses in the shape of iron ore is therefore
very great.

19. India’s resources in coking coal, so far as they have been
ascertained, are not on the same scale as
her supplies of iron ore. In quality Indian
cosl 1is inferior to the coal available in the great steel making
countries of the West, and the high percentage of ash content
renders it necessary to use more coke in the blast furnace. Never-
theless, since even now Indian coal is relatively cheap, the total
cost of coke per ton of pig iron is not excessive. The question of
quantity is more serious. It has been discussed both by
Dr. Fox in the report already referred to, and by Dr. Pascoe, the
Director of the Geological Survey, in his forwarding letter. Both
officers explain the great difficulty there is at present in forming
any definite estimate of the total quuantities of coking coal suitable
for metallurgical purposes which are available in India, and until
the experts have investigated the matter further, it would be use-
less for us to enter on any detailed discussion. The last .sentence
of Dr. Pascoe’s letter, however, is important. * I"think 1t is
safe ', he writes, ' to conclude that, assuming 9 tons of coking
coal 1o be necessary to prodnce 2} tons of coke, there is enough
coking coal in India to supply the iron and steel industry with 4
raillion tons of metallurgical ecoke per annum for the next 150 years
at least .

20. The general conclusions which the evidence suggests might
perhaps be stated as follows :—

Coking eoal.

Conclusions  regarding
the supply of coking coal.
(1) There are sufticient supplids of coling coal available fo
meet the needs of a steel industry capable of provid-
ing for India’s own requirements and a certain sur-

plus for export for over a century,

(2) The question whether coking coal exists in sufficient
quantities to justify the establishment of a large export
trade in stcel cannot be settled until further surveys
and explorations have been made.

#) The information at present available suggests the
desirability of conserving India’s resources of metal-
lurgical coking coal. 1t would clearly be unfortu-
nate if large quantities of very rich ore could not be
utilized in the conuntry for want of a suitable fuel,
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The last poiut is clearly important. 1t is couceivable that new
discoveries may render it possible to utilize in the manufacture
of iron coal which is at present classed as “non-coking. It
iy possible also that fresh discoverics of coal may be made in re-
gions where iron ore is ulso present. 'Thus, for example, in the
course of the surveys for new railway lines crossing the belt of
feudatory states which lie between Chota Nagpur and the Central
Provinces, the existence of coking coul hus been proved in at least
two coalfields (Jaghakband and Jhilmili). Tt is unsafe of course
to place much rchance upon mere possibilities, and the need for
« thorough investigation of the question by the Geological Survey
is obvious in order to remove the uncertainty which exists. But
the doubt relates only to the comparatively distant future, unless
the growth of the iron and steel industry in India exceceds all
expectations. The Tuta Iron and Steel Company informed us that
they believed they had 400 million tons of coking coal in their
wines in the Jharia and Raniganj ficlds, and the United Steel
Corporation of Asia have alse secured ample supplies of coking
coal.

21. The present pre-eminence of the Singhbhum und Orissa

iron belt 1s due not only to the richness and
. Vicinity of the ol ahuindance of the ore deposits but also to the
fields and the iron cve fact that!thev are situnted at a dista ¢
deposits. act that they are situated at a distance o

about 200 miles more or less from the coal-
tields. This is hnportant beeause the freight on raw malerials is
i heavy item in the cosi of production, The Tata Tron and Steel
(‘ompany at present brings its iron ore from a distance of about
o0 miles and its coal from an average distance of a little over 100
miles, the freights paid beingabowt 7} annas and Rs. 1-5-6 per tou
respectively. It would be easy to quote instances, hoth from Furore
and America, where the manulacturer obtains his supplies of ruw
materials from a much shorter distance, but on the continent of
Furope either the coal or the ore has often to be brought from a
distance of 200 miles or more, and in Ameriea the distances are much
longer. The greatest centre of steel manufacture in the world iz
the western district of Penusylvanuia, which brings its iron ore
from the western shores of Lake Superior, more than a thousand
miles distant, the jeurney involving a double transference fromn
ail to water carriage and vice versa, and its coal by rail from a
distance of about 60 miles. Tt will be seen, therefore, that
in this respect India possesses a natural advantage over many
countries.

22. In respect of tluxing materials India does not possess the
same superiarity as in ore, but economically
is at no disadvantage. I.imestone of the
best quality is to be found in India, but at such distances from the

Limestone.
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iron ore and coal as to preclude its use for metallurgical purposes.
There arc, however, ample supplies of limestone and dolomite
within a reasonable distance of the other raw aterials.  These
supplies thongh not cqual in quality to those available in other
countries are nevertheless sufficient for the purpose. Larger quan-
tities have to be used but, as the materials are cheaper, the cost
of flux is not on the whol» ligher than it is elsewhere.

23. Most of the other materials required by the industry exist in
Other raw waleviale India, avn.d the few exceptions  are only
required in small quantities. 'We need only
mention : -

(@) manganese, of which ample supplies exist in the Central
Provinees, and

(b) refractory materials.
Amongst the latter fircelay exists lu many parts of India and
the manufacture of fire-bricks is cairied on extensively. The
manufacture of silica bricks was also estublished during the war
av Kuwnmardhubi, raw materials of ‘excetlent quality being obtained
from the south of the Monghyr district. The silica bricks pro-
duced in Tndia ave probably not yet equal in quahty 1o those
produced in Furope and Amnerica, but the quality is improving and
Wwe sce no teason  why c\enlmH) full success should mnot be
attained.

24, Of the natural advantages which Tndia posscsses for the
manufacture of iron and steel, no better
bow cost of manulac ppoaf can perhaps be  given  than  the
turing pig iren in India. fact it Soted olread 7 oduces ‘o
, by she  already  produces pig
won more cheaply than “auv other country in the woul!
and a cousiderable export! trade with Japan aud the
West coast ol America has come into existence. The low
cost of pig iron means that the Tndian steel manufacturer starts
with a distinct advantage over matulacturevs elsewhere, but at
present this advantage 1s lost owing to the higher cost of the
subsequent processes. It has already been proved by the Tata
Jion and Steel Company that steel of a thoroughly sound quality
can be manufactured in India, and the steel furnaces during the
war attained a rate of output not inferior to that of western
countries. It has not hitherto been found possible, however, in India
to combine high output with satisfactory quality. During the
war quality had to be sacrificed to quantity and since the war
quantity to quality. The problem remaining to be solved is how to
lacrease the rate of production without sacrifice of quality, and as
scon us that has been dore, India’s natural advantages will have
full play.
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25. The question of the natural advantages und disadvantages
of ar industry has othcr aspects besides
that of the raw materials, and the Fiscal
Commission referred s« cially to  labour
and the market for the goods produced. In respect of
labour India suffers under u disadvantage inevitable in ony
country which is mainly agricultural, and where industrial
experience and training has still to be acquired. This
renders 1t necessary at present to import skilled supervision
from Kurope or America for the more difficult processes involved
in the manufacture of iron and steel. This is a tewmporary difficulty
which will eventually disappear. As regards unskilled and semi-
ckilled labour wages in India arve relatively low, but it is doubtful
whether in this matter India has any advantage. I.ow-paid labour
is not necessarily cheap, and far more men are employed in iron
and steel works in India than would be considered necessary in
western countries. Tn this matter also time should work an
improvermnent.

Indian labour in the
stoel industry.

26. The market for stcel in/India is of course not comparable
to that which exists in Furopean countries
or ‘n Amcrica, but large quantities of steel
are hmported annually. Up to the outbreak of
the war the market was steadily growing, and in due course the
upward movement will no doubt be resumed. The total consump-
tion of iron and s#eel in Tedia may be put in the neighbonrhood of
a million and Imlf tons, and of steel only at ahont a million tons.
These ficures, however, include a considerable amount of
machinery, hardware, motor cars, etc.. which are not likely to be
produced in India for many years to come. Nevertheless, the
market is already large and, with the expansion of demand which
may be expected in the next ten or fifleen years provided there
is an adequate extension of transport facilities, there would be room
for two or three steel works each with an outpnt comparable to that
of the works at Jamskedpur.
27. The second conditior. laid down by the Fiscal Commission is
The Fiseal Commis 1D Some  respects the most important
son's second condition. of all If the other conditions are
Necossity  of protection  satisfied, the only admissible inference
for development of the jo  that ;'n'otfe(:tifjn- is  legitimate, if
steel industry. e o of i
: necessary,  but  the question of necessity
is still open. Tt has been the main object of our enquiry
ri ascertain whether the steel industrv ean be established in Indin
without protection, and the greater part of this report is devoted to
setting forth the facts on which the answer to the question must
he founded. Tt is not necessarv at this stage that we should do
more shan state the conclusion at which we have arrived. At the
present level of prices and wigh the present cost of production, the

The Tndinn market for
steel,
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manufacture of steel at Jamshedpur is unprofitable and involves a
heavy loss. There is every hope that, in the course of three ar
four years, production costs will be substantially reduced, owing
to the adoption of & new process of manufacture and the provision
of an up-to-date and efficilent plant. But there must be an
extremely difficult transition period during which assistance is
specially necessary. Tt i not a question of inability to pay
dividends on an excessive capital, but of inability to manufacture
and sell steel except at an actnal loss. TIf the efforts of the firm
which has been the pioneer of steel manufacture in India were to
end in disastrous failure, it would be idle to hope that fresh capital
would be forthcoming, and all prospect of further development for
the next ten or fifteen years would be at an end. We had it in
evidence from Mr. Fairhurst fhat the Indian Iron and Steel Com-
pany would not under present conditions consider the question of
embarking on the manufacture of steel unless protection were
given, and Mr. Tarlton, alving evidence on behalf of the United
Steel Corporation of Asia, stated that without protection it would be
imnossible to raise the capital required for a fresh enterprise. Our
deliberate oninion is that, without the help of protection, the steel
industry is not likely to develop at all.

28. The third question we have to answer is whether the steel
The Fisen] Crmmis<ion’s  [0TUSTIY 35— one which  will  eventually
thivd condition, Bventanl De able " to face werld  competition
ability of the seeel indus-  without  protection. We Rhave no hesita-
trv fo exist withont pra- tign4p - answering it in  the affirma-
fection. tive, As we have pointed out, India
can already produce pig iron more cheaply than other countries.
The process of steel manufacture is admittedly much more difficult,
and years must elapse before Indian labour acquires the necessary
skill and experience. But India’s natural advantages are so great that
we believe it will not be long before the initial difficulties are
overcome, and stecl is produced at avost low enough to enable it to
face outside competition in India withont protection. ’

29. Before quitting this branch of the subject we must advert
Tmportance of the steel briefly to one aspect which is of paramount
industry  on mationad  impertance.  In paragraph 106 of theuwr
aronntds. Report, the Fisecal Commission discussed
the treatment of industries ecssential for national defence or of
special military value, and aftirmed without hesitation the principle
that ® any industry which is essential for national defence
and for which the conditions in India are not unfavourable
should, if necessary, he adequatelv protected irrespective of
the general conditions which we have laid down for the
protection of industries ". Tn the next paragraph sthey
ohserved “ Tn the first place there isethe steel and iron indnstry.
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There can be no question of 1its importance for purposes
ot national defence, and there appear to be no natural obstacles to
its development in India.”” On the basis of these statcments the
case for protecting stecl appears to us to be overwhelmingly strong.
The extreme importance on national grounds of the existence of
steel manufacture in India was demonstrated over and over again
during the war, and it s unnccessary to recapitulate facts which are
common knowledge. If, in accordance with the principles laid
down by the Fiscal Comnussion, the protection of steel is not held
to be justified, we are at a loss to imagine what industry could
possibly comply with them. It is impossible to conceive a stronger
case.



CHAFTER III.

General Principles underlying the Scheme of
Protection.

30. In the last Chapter we have described the natural advan-
tages which India possesses for the manufac-
ture of 1ron and steel,—advantages great
enough to warrant the belief that the Indian
steel industry will eventually be uable to face world comspetition
without protection. 'We have still to give our reasons for holding
that without protection the industry may cease to exist and
will certainly not develop for many years. But before we enter
on this branch of the subject, it is desirable that we should state
briefly certain general principles which  have guided us
in our consideration of the subject, and which underly all our
recommendations. They are as follows :—

General principles  of
the protective scheme.

(1) The answer to the question whether protection is neces-
sary depends in the muin on the dilf@rence between two
prices :

(@) the price at which sieel is likely to be imported into
India from abread, and

(b) the price at which the Tndian manufacturer can
gell at a reasonable profit. -

() Tf protection is found to be necessary, and the advantages
to be derived (o it arelield to gutweigh any objections
which may exist, then the measures taken must be
adequate {o secure their purpose.

(3) The scheme of protection should be so adjusted as to
interfere as little as possible with those kinds of steel
which are not manufactured in India at present and are
not likely to be manufactured in the near future.

41. The first point referred to in the last paragraph need not

) detan us long. Tt is, indeed, obvious that

Difference belween prices. 1, 10ed for protection exists in so far as the
Indian manufacturer, selling his steel i competition with imported
stecl, fails to realize a fair profit or incurs an actual loss. Wee have
mentioned the point specially here beth because, in our opinion, the

(183
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difference between the two prices is the natural measure of the
amount ol protection required and because it affects one of our
subsidiary proposals referred to in this Chapter (see paragraph 36,
below).

32. We desire to lay great stress on the second point. The
Protective  measures immediate object of the scheme of protection
muat be adequate tc seenve i the preservation of the industry as it exists
their purprse. at present. Its remoter, but equally impor-
tant, object is to attract capital to the industry and promote the
development of Tndia’s natural resources. Irom both points of
view the protection given must be adequate. The immediate needs
of the industry must determne the amount of protection to be accord-
ed at the outset, but the future of the industry must also be consi-
dered. The object in view will not be attained if steel manufacture
in Indis continues to be the monopoly of a single firm, for, unless
there ig internal competition within the tariff wall, the stimulus to
economieal production disdppears. It is far from an extravagani
ambition that within fifteern or twenty years India should be able to
provide the whole of her domestic reqguirements of most kinds of
steel, and should be able to produce at as low a cost as other
countries. It is this result which would finally justify the demand
for protection, but it will not be achieved unless the capitalist
judges that the price he is likely to obtain gives him & reasonable
profit, and unlegs he believes that protection for the steel
industry has hecome the recognized poliecyv to which Govern-
ment will adhere. Tt may not be possible under -existing
conditions to retain anv one rate of ‘protection for a lencthy
period. Industrial conditions have been profoundly disturbed by
the war, and all forccasts of the course of world prices
are likelv to be falsified. T.ong views are imnossible, and tariff
duties which give reasonable protection when first imposed may,
in the course of a year or two, prove inadequate or excessive.
Precizelv for this reason it is #mportant that the policy should be
clearly 1aid down. TUnless protection is adonted as the result of a
deliberate decision of Government and the T.egislature to encourage
the develonment of the steel indnstry in Tndia, it will not be easy
to enlist fresh capital in the business. The capitalist must look
for an assnrance that protection will be continned to the extent
necessary for the full period which must elapse hefore anticipations
can he tested bv regults.  From the date when a new firm decided
to eatablish steel works. five vears wonld probahlv elanse hefore
steel was actuallv manufactured, and another five vears hefore the
success or failure of the verture condd fairly be estimated. Tn these
cirenmstanceg continnity of policy is cssential, and it seems to ns
desirahle that the noliev shonld be clearly declared in the preambla
to any legislation which is undertaken,
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33. The uncertainty of the future course of world prices makes 1t
Necessity that Govern- necessary 1o l‘mt.t-rtj.ss the scheme In ;11101‘110'.1'
ment should have powerto  WaV. We huve said that thc..rmtm'al roeasure
make the prctection given  Of the proteciion required is the difference
effective. between ihe price at which foreign steel
enters India and the price which gives the Tndian manufacturer a
reasonable profit. But that difference may vary either because of
changes in the cost of production or, much more frequently, because
of fluctuations in the import price. 1f the rate of protection requires
revision because of changes in production costs, that is clearly a
matter which should be settled by the Tegislature after a full
enguiry. If again, circnmstances have changed owing to a rise in
the price of imported steel, no authority other than the T.egislature
should have power to reduce the tariff duties, and in this case also
a full enquiry would be desirable.  But when a marked fall occurs
in the price of imported steel an immediate remedy may be neces-
sarv, and we think the executive Government should have-:power
to apply that remedy at once, for, if the intervention of the T.egisla-
ture were neccssary, much ischiefl might be done before action
was {aken. If the measures adopted are to be adequate for their
purpose this contingency must be provided for.

34. The danger of forcign steel entering India at abnormally
Danger of invasion of 10W prices is. we believe, a real one. Since
the  Tndian marketby 19271 the cheapest imported steel has come
cheap steel from abroad. fram  Belainm, though, m 1922 at anv
rate, part of it mav have ariginated in Germany. During
the last few months there has been a rapid increase in the TFrench
production, and it is quile possible that France may hecome a more
formidable competitor in the tworld’s steel markets than she has
hitherto heen. The results of the resumption of steel production
in Germany on a large scale, if and when a settlement of the
reparations problem is attained. might of course be serious, and
the menace of the release of the Ruhr stocks has not vet been
finally dispelled. Under these conditions wifle and sudden fluctua-
tions in the price of steel are not improbahle.

35. We have considered the legislation adopted in other coun-
Necessts. for complete i:;es] u:(v?o g}:zlfr(]foiia({ni:t slml}h]n; (ihn,f_fer.v., hut
powers to  impese  addi- ’ d it possible to frame our
tional dnties, pronasals on the model of any of them. In
such measures the execudve Government is

usually empowered to take action when the fall in prices is due to
some particular cause, c.g., the depreciation of the exchange, the
grant of bhonnties or the low ¢st of production in the country
of oriein. But, if the end in view is fo secure to the domestic
mannfacturer a reasonable price. the ecanses which have enabled
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the foreign manufacturer to send his steel into India at lower
prices arc really irrelevant. If economic conditions in the world
generally were more stable, it might be possible to dispense with
ad(lltu)lml safeguards ov to limit them to particular dangers. Dut,
things being as they are, we believe that special powers are neces-
sary, and that they should be complete and not hedged about with
restrictions.

36. The power which we propose should be conferred on the
executive Government in any legislation
undertaken to give effect to our pmpom}s
may he defined as follows.

Tf the Grovernor General in Council is satisfied, after such en-
quiry as he considers necessary, that steel is entering Tndin from
abroad at such prices as are likely to render the protection given
by this Act ineffective, he may impose snch additional duties as
in his judgment are required.

It will be seen that the only point to be determined by enquiry
would be the prices at which steel was actually cntering India,
and these would be compared with! the assumed prices taken as
the basis of the protective duties determined by the Act itself (vide
paragraphs 45 and 97 below). Arrangements would be necessary
at the Customs Houses in the principal ports to record from the
invoices the actual prices at which protected goods were being
imported, and if this were done it should be powb]e to complete
the necessary enquiries promptly. Tt would then rest with the
tovernment of Tndia to decide whether a case for the exercise
of their Qpeonl powers had been made out. A comparatively
small decline in the price, or a fall likely to be of very short dura-
tion, might not be a sufficieni ground for taking action. But the
power to act when necessary should be unfettered.

Measures propesed.

37. We do not propose at this stage to develop the details of

Supplementary  provi- the scheme further. but two points may he
sione, mentioned—

(1) The actual enquiries might, we think, be made at the
ports by the Collectors of Customs who would report
to the Wovernment of India through the Board of
Tnland Revenue.’

(2) The power given should be capable of exercise in the

case of imports from all countries, or in the case of
imports from a particular country or countries.

38. T.egislation of the kind proposed is often described as
“anti-dumping *’, but we have deliberately
refrained {rom making use of that word
Whatever the precise meaning of “dumping’

Main  object to  he
attained,
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waay be, it always carries witl it a suggestion that the ** dumpers’
are guilty of some degree of moral obliquity, and may therefore
justly be penalized. We prefer to rest our case on other grounds.
Whatever the reasons for abnormally low prices may be—whether
bounties in the country of origin, specially reduced freights, a
depreciation in the exchange ol a particular country, a rise in the
value of the rupee as compared with other currencies, or the sale
of steel at unremunerative prices—the cffect on the Tndian market
is precisely the same. It is this effect which has to be dealt with,
if the protection given is to be effective.

s

39. On the third point mentioned in paragraph 30 a few words
Avoidance of inferfer- Wwill suffice. The policy laid down for our
ence with steel nct pro-  guidance is that of discriminating protection
duced in India. _ which restricts the burden on the consumer
to the minimum necessary fo attain its object. It follows that
those kinds of steel which are not prodnced in India at present,
or are not likely to be produced in the near future, should, as’ far
as possible, be left untonched. We mention the point here be-
cause we desire to make it plain that this consideration has been
present to our minds throughout our enquiry. To put it very
briefly, there is no need for protection unless there is something
to protect.



CHAPTER IV.
Prices of Imported Steel.

40. 1t is uecessury [or our purpose that we sbould describe
brietly tiwe course of steel prices during the
last few years. In the last three years before
the war the f. o. b. price of imported rails
was about £6 a ton, stractural sections and plates a few shillings
higher, galvanised sheets about £12 a ton, and the average f. o. b.
price of continental mild steel bars about £5-10 & ton. The landed
prices in India may be taken at about £1 a ton above these figures.
During the war the importation of steel from abroad was exira-
ordinarily difficult, and such steel as was available naturally com-
manded a very high price. War prices, however, have no special
siguificance for our purposcs and need not be discussed. After
the cessation of hostilities steel prices fell heavily in the earlier
part of 1919, but later in the year a recovery began which became
more rapid as it procecded, and during 1920 unheard-of levels were
attained. The Great Indian Peninsula Railway, for example, paid
£17-10 & ton (f. o. b.) for imported rails in 1920-21, and the Bom-
bay, Baroda and Central India Railway from Rs. 340 to 350
a ton (c. i. f.) fpr imported structural shapes. Continental mild
steel bars again were guoted as high as £29 a ton ¢. 1. {. Bombay
in November 1920, and the market quotations in the TUnited
Kingdomn rose to £24 a ton for beams and common plates and to
over £50 a ton for galvanised sheets. The boom was not of long
duration, however, and the fall of prices in 1921 was as rapid as
the rise had been. Throughout 1922 and 1923 prices have con-
tinued at a low level, the only changes of importance being—--

Course of eteel prices
before and after the war.

(a) A sharp rally in prices {or a few months during the spring
of 1923 after the ctcupation of the Ruhr, followed hy a
gradunal decline though not guite to low-water mark.

(b) An appreciable increase in British market quotations for
steel apparently due to prospects of better trade at the
end of 1923.

41. The low level which prices have touched, are indicated by
Lowest level of prics.  the following guotations :—

e, 1. £, price
er ton.
P Rs.

Rails 1338 Tmported by the Bengal Nagpur Railway
in 1923, the crder having been apparently
placed in 1922, The f. o. b. price was
£7-10-0 a ten.

(23)



24 CHAPTER IV.

c. 1. f. price
per ton.
Rs.
Anyles . . . 1333 Imported by the Bombay, Bar reda and Central
Channels . . .o 132 f Tndia Rulway in 1923,
Uritish beams . . 139 Imported by Messrs. Richardsen and Cruddas

in 1922,
08 3 vedi and Cc. i Noy-
Continental mild  steel 103 Tmported by 3iessrs. Trivedi and Cc. in Ny

bars. ember 1022,
Galvanised sheets . 250 'The average Drilish market quetation in

]"2’ was £1/-5-0a ton,  The price given
is the Lqm\alentu i f. price atter allow-
ing Lor lreight, insurance, ete,

42. The figures given in the last paragraph cowmpure as follows

¥
Comparistn with pre- with pre-war prices, taking the latter as

war prices. Rs. 100 in each case i—
Rails . . . . . . . . 125
Angles and Channels . ] - : . . 120
British beams s " - = . . 126
Continental bars . : : [ . . . 110
Galvanised sheets . . 4 . . . 146

It is noticeable that the price level is highest where the British
wanufacturer has least to fear trom continental competition, 7.¢., in
the case of galvanised sheets. 1n the case of most commoditics
post-war prices ave still at least 60 per cent. above pre-war prices,
and the fact that steel prices have teriporarily settled down at a
much lower level 1s significant.

43. The explanation of the low range of steel prices 1s not really
Reasens for low level of  Obscure. More  economical methods  of
steel prices. manufacture will account for part of it, and
the establishment in Belgium and Northern France of thoroughly
modern and up-to-dute pL.ni\ in place of those destroyed during
the war.  Something must also be attributed to the general dcpre-
ciation -of the continental exchanges, though we do not rate this
wfluence very high except as a temporary factor. DBut in the
main, the explanation s to be found in an immense decrease in the
world’s consumption of steel, coupled with a simultaneous increase
i steel manufacturing capacity.  This broad statement is, of course,
subject to ([(ld]lﬁcdll()n\ The production of steel ingots and
castings in the United States of America has risen from about 31
million tors in 1913 to about 44 million tons in 1993, but in that
country consumption and productive capacity have increased toge-
ther, and steel exported from the United States is not at present an
important factor in the world’s export snarkets. Bat if the United
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States be excluded, the world’s steel production has dropped” from
44 million tons in 1913 to 28 million tons in 1923. It is estimated
that the British plant is capable of producing about 50 per cent.
more than before the war. The productive capacity of the steel
works on the continent of Furope has also risen substantially,
but owing to territorial redistributions there has been a great
transference from Germany to France. The latter country in
1922 and 1923 produced nearly the same quantity of steel as in
1913, and Great Britain about 800,000 tons more. Belgium was
just short of pre-war production, while Germany of course has
produced only a fraction of its output in 1913.

44. The figures show that in 1922 and 1923 the world’s con-
Recent Britich nriccs sumption of steel (excluding the United
anremamerstive . © States) was less than two-thirds of the pre-
war rate, and in these circumstances
the keenest possible competition for the available markets was
inevitable. In the written and oral evidence we have taken we
have heard much of ‘ dumping ’, but the use of this word does
nothing to illuminate the subject. Unquestionably the British
steel manufacturer has been selling steel for export at lower prices
than he accepts from British purchasers, and probably continental
manufacturers follow the same practice, as the Indian manufactnrer
of pig iron certainly does. But we have received no evidence which
suggests that any deliberate policy of cutting prices is being pursued
with the object of killing the industry in India. The steel manu-
facturer, whether British or continental, is striving for the highest
price he can get and, if he accepts a low price, it is because he
must endeavour to keep his works occupied even if that means
sacrificing all profits.+ The lowest prices that have been fouched
are not remunerative and the evidence we have taken suggests
that, when the price of the ordinarv kinds of rolled steel in the
United Kingdom falls appreciably below £8 a ton, the marein
of profit is near the vanishing point for most manufacturers. It
is evident indeed front the published reports of many iron and steel
making firms that, at the present level of prices, steel mannfac-
ture is carried on under the greatest difficulties, and that manv
orders are taken at mtes which leave no profit at all or even involve
a loss.

45. We have endeavoured to ascertain the prices at which steel
Prevailing prices of stad of those kinds which are manufactured by
in the latter half of 1922, the Tata Tron and Steel Company attually

entered Tndia without duty in the latter half

» Thes'e figures are taken from the Iroh Trade Keview of Cleveland, Ohio as
quoted in the * Kconomist ' of Jannary 5th, 1924
+ Tt is noteworthy that when continental competition dropped after tlie occupa-

tilrm of the Ruhr, the gap between. British.ipternal and export prices at once
closed up. -

9
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of 1923 and our estimate is contained in the following statement in
which the tariff valuations for 1924 are given for purposes of com-
parison :—

Tanier T-R1FE
Boapp's  VALUATION
EsTiMaTE. 1924,
Por ton. Per ton,
- Rs. Rs.
Steel bars und rcds, crdinary—
% inch and under in diameter . . .y U0 160
Other sizes . . . . 135
Structural shapes, 4., angles, heams,
channels, ete, . . . . 145 160
Rails, 20 bs, and over . . . . 140
Plates, ordinary . . . 150 150
Sheets, blark N . . . . 200 1.6
Sheets, galvanised . . . . 300 300

Our estimate is based on quetations in the trade periodicals,
corrected in accordance with the record of prices in particular
transactions, where these were available, with quotations obtained
by importing firms and with general information bearing on the
reliability of the public quotatious. " For steel of those kinds which
are usually imported frown Iingland, ¢.g., rails and sheete, the
English prices were allowed most weight, while in other cases,
some importance was given to Continental prices, chiefly Belgian.
The other components of the Indiun yprice—freight, insurance,
landing charges, cte.—are hased on the quotations in the
Monthly Market Report. August 1923, for the kinds of steel in
question. Tower freight rates appear occasionally to have been
obtained towards the end of 1923 than those of August, but there
iz no indication of any permanent decline in freights. All prices
have been converted into Tndian currency at Rs. 15 to the pound
aterling.

46. The difficulty of forecasting the future course of prices is

obvious. $hey must be profoundly in-
pri}(:::“re course of stec] fluenced by political factors which are wholly

incalenlable and the interaction of the vari-
ous elements of the problem is of extreme complexity. There are,
however, two influences tending in oppusite directions which
should be noted—

(1) Prices can hardly remain for a long period at the lowest
level because manufacturers camnot continue indefi-
nitely to produce steel at unremunerative prices.

i) Any revival of trade which substantially increased the
demand for steel would at once bring into play a good
deal of plant which is now lving idle or is only par-
tially emploved. This would operate to retard any
general advance in the price level
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47. We have taken the prices given in paragraph 45 as
Prices given in para- the basls of our rccommendations. They
g‘“l"*‘ 45 the basis 1 the  are above the lowest: figures at which steel
card’s reemmendations.  has actually entcred India in the last two
or three years, und it is quite possible that they may again fall to
the same level. Should such a relapse occur and persist for any
prolonged period, the situation must, we consider, be dealt with
by the exercise of the special powers which we have proposed
(Chapter 111 above) should be conferred on the Government of
india. On the other band, we have considered whether, having
regard to the recent rally of steel prices in Great Britain, the basic
prices we have given should be raised. We do not find, however,
any sufficient reason for a modification of this kind. 1t is doubtful
whether the higher British prices are likely to be permanent, nor
is it clear whether export prices have risen to the same extent as
internal prices. There is no evidence, moreover, that there has
been any corresponding change in steel prices on the Continent of
Turope, nor is there any indication that competition from that
quarter is likely to be less severe in the future than it has been in
the past. The average prices likely to obtain during the next two
or three years should be soniewhat above low-water level, but there
is as yet no evidence which would justify the belief that a general
and permanent recovery of prices is imminent,

The estinate ol the imported price ol bars requires some farther
explanation. Most of the bars maunufactured vy the Lata Iron
and Steel Company are made to fulfil detinite speciiications and
therefore, for muach engineering and coustructional work, command
a higher price than the ordinary Continental bars which are com-
monly sold without any definite guarantee of quality. On the
other hand, the indian product wlready competes with Continental
bars in markets where 1t has an advantage in internal freight
charges and will do so to a greater estent as production increases.
But the totul estimated output is only 45,000 tons, whercas the
present  annual Indian consumption 1z about 155,000 tons, and
the Indian producer, therefore, can only hope to comnmand a part
of the market. Tn these cireumstances we teok as our estimate of
the price of imported Mars a figure distinctly above the lowest prices
at which Continental bars ave likely to con:e in, bit also below the
full price of Standard English bars. It may be that the increase
in the price of barz, due to the iinposition of a higher duty, would
lead to a more extensive use of the cheaper Continental buas in
place of the standard British bar, and so restrict the market for
the Indian product. Tn that cuse it would he necessary to adopt
« lower price than Rs. 140 a ton as the price at which bars were
likely to be imported into India without duty. But.we do not
consider it necessary to provide for a contingency that has not yct
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arisen, and for this reason we have adhered to Rs. 140 as the basic
price of imported bars for our purposes. So long as the annual
output of bars at Jaméhedpur is less than 50,000 tons, it is not
necessary that the Indian product should compete successfully
with Continental bars in every Indian market or in all circum-
stances.



CHAPTER V.
Cost of producing steel at Jamshedpur in 1921-4%2.

48. In the last Chapter we gave our conclusions as to the price
at which stcel is likely to enter India frora
The three elementsin abroad. We now turn to the second price
the selling price. which is fundamental in our scheme, vz ;—
the price at which the Indian manufacturer
can sell steel at a reasonable profit. Before it can be determined,
1t is obviously necessary to investigate the cost of production, which
includes both the works costs and the overhead charges. The
works costs cover all purchases of material, and all wages and
salaries paid at Jamshedpur and at the ore mines and limestone
guarries, but not similar payments at the Company’s coal mines
which for this purpose are treated on a semi-independent footing,
the coal brought to Jamshedpur being charged at an all-round
rate sufficient® to cover the raising cost at the mines. The other
charges, which have been classed as overhead, include—

(a) Interest on the manufacturer's working capital.

(b) The expenses of the head office and the Agents’
cominission. t

(¢) Depreciation.

The third element in the selling price is the manuffcturer's
profit, and before this can be ascertained, a preliminary analysis
o the capital account is essential. These three factors (¢) works
costs (b) overhead charges and (¢) the manufacturer’s profit will
form the subject of this Chapter and the next.

49. We have found it advisble to divide our examination of

this branch of the subject into two stages.

The costs of 1921-22  The first siep is to ascertain the cost of pro-
and compatisom  with ducing steel in lodi der v .

those of 1916-17. ucing steel in India under post-war con-

ditions in the Company’s old plant which

has been in operation since 1912, and for that purpose to select

for detailed study the accounts of one particular year. It would

* Sce paragraph 84 bhelow.

+ The head office of the Tata Iron and Steel Company is located in Bombay
and the agents are Messrs. Tata & Sons, Limited. Chargey of this kind must
be incwrred by any firm manufacturing steel in India, and the system of
Managing Agents is an integral part of the Indian industrial organization as it
exists at present.

(29 )
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Lave been natural to utilize the figures of the last complete ycar
(1922-23), but we were unable to do so because—

(1) The results were seriously affected by the general strike
at the works which brought the manufacture of stecl
to a standstill for neatly six weeks, and

(2) Compilcations were introduced by the fact that in
1922-23 certain portions of the new plant had begun
to work but were not in full operation, e.g., one of the
tilting steel furnaces, the plate mill and the Wilputte
coke ovens.

Of all the post-war years, 1921-22 was least affected by labour
troubles, and the only part of the now plant then in operation was
the third blast furnace.” We have therefore concentrated our
attention upon 1t. It was necessary also to investigate the reasons
for the continuous increase in the cost of production during the
last six or seven years, and for comparative purposes we selected
the year 1916-17, when the cost of production was the
lowest in the history of the Tata Iron and Steel Company. It is the
works expenditure which is chiefly in. issue in this compurison,
tut we have extended it to the overheud charges also, partly for
the sake of comploleness, and partly because in the tabular state-
ments, in which the case for the Company was first presented,
the rise in the overhead charges per ton was a very noticeable
feature. The cost of production in 1921-22 will be discussed in
this chapter on the lines indicated above.

50. The second stage has reference to the future rather than

Future cost f predue-  to the past. Conditions have changed to
tien from 192122 oms  some extent since 1921-22, and it would be
wards. necessary in any case to bring that year’s
figures up to date. But the most important change is the approach-
ing completion of the new plant comprised in the extension
scheme, which from 1924-25 onward®s will be responsible for the
greater part of the output of iron and wteel. This is an entirely
new factor for which, under whatever difficulties, allowance has
10 be made in our recommendations. ‘T'he cost of production and
the reasonable selling price under the conditions likely to prevail
during the next two or thrce years form the subject of Chapter VI.
‘Both this chapter and the next are concerned with similar pro-
blems, but in the latter it has proved convenient t® reverse the order
in whith the topics are discussed. In dealing with the figures
of 1921-92 we have cominenced with the works costs, where the
facts were most readily ascertainable, and then handled in
succession the overhead charges and the manufacturer’s profit.
But looking to the future, we have felt constrained to take first
the capital cost of the extension scheme, both because of the
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suggestion frequently made that the purchase of the new plant
at o time of high prices 1s the main reason why the Company are
unable to sell steel at a profit in competition with imported steel,
and because the cost of operating the new plant is necessarily a
matter of conjecture rather than of ascertainable fact.

Works Costs.

51. We now turn to the works costs of 1921-22 as compared
with those of 1916-17. The following
table compares the most important figures of
the two years :—

Works costs of 1921-22.
The cost of coal.

Works cost | Woerks cost | Percentage
— per ton per ton of
1918-17. 1921-22. increase.
Re. Rs.
Pig iren . . . . ; 18'54 3447 86
Steel ingots . : 3 b 4113 65-82 67
Rail mill prtducts ] , 7617 116:00 b4
Average cest of all finished steel . ] 7723 120°41 b6

It will be seen that the increase is highest in the case of pig
iron, the stagesof manufacture at which the cost of coal is the
main factor. Between 1916-17 and 1921-22, the cost of coal af
Jamshedpur rose from Rs. 3-8 to Rs. 8 a ton, while simulta-
neously the quality deteriorated, the percentage of ash in the
coke rising from about 20 to 24. The immediate result* was an
increase in Rs. 8:4 in the cost of pig iron, or more than half the
total increase. Only half the coal employed at the works, how-
ever, is coking coal, and the price of the other half directly affects
the latter stages of manufacture. OQut of a total increase of Rs.41
per ton in the cost of rails, coal is responsible for at lcast Rs. 18,
The other main factors aflecting costs at all stages were—

(1) An increasc in the wages of labour at Jamshedpur of
between 40 and 50 per cent. Higher wages at the ore
mines and limestone quarries similarly raised the cost
of essential raw materials.

(2) A general increase in the price of all purchased materials
a,nd conmma-ble stores.

* The figure given in paragraph 11 wﬂl serve tn show how an increase in
cost at one stage is carried on to later stages. In 1916-17 only 1-66 tons of coking
coal were required to make a ton of pig iron and in 192122 1-78 tons. Had
the quality of the coal not deteriorated, the rise in the price of coal would have
increased the cost of pig iron by about Rs. 7'5 a ton only.
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59. The number of steel furnaces in.operation was four in
1916-17 and seven in 1921-22, but the out-
Costs ju the steel turn of ingots only rose from 139,000 to
furnaces and mills. 182,000 tons. There was therefore a marked
decline in the outturn per furnace. During
the war the demand for steel was intense, and quality was sacri-
ficed in order to secure the largest possible outturn. After the
war the Company found it neccssary to make sure of the quality
even at the cost of a heavily reduced output per furnace. This
decline in the average output necessarily raised the cost of opera-
ting the stecl furnaces. The mills, on the other hand, had a much
larger quantity of ingots to deal with and the higher output tended
to keep costs down.

53. We are satisfied that the increase in works costs between
1916-17 and 1921-22 was due to perfectly
Tnerease in works cests  (Jefinjte causes which in the main were
between 1016-17  and bevond t i 1 of the C . and
1921-22 fully explained. evond the control o e Company, an
was nobt due to any loss of efficiency in the
management. Our conclusion is based on a careful serutiny of
the cost sheets of both years, and it is not necessary to burden this
Report with a minute examination of details. But the labour
charges, the rise in the price of coal and the reduced output of the
steel furnaces require scparate discugsion.

54. The increases in wages -granted at Jamshedpur dnring the
last five or six vyears do not scem to he
Tobour cests. State-  hjoher than those granted in other industries,
ments furnished by the ; : Ly S
Company. ) vor are they (l}sproportlonaie to_thc rise 1n
the cost of living. There still remains,
however, the question of numbers. A statement handed in by
the Company at an early stuge of our enquiry suggested thatl there
had been an extraordinary decrease in the output per head in
almost every department, and that the number of labourers
employed had become extravagantly lurge.  Subsequently,
however, the Company was able to show that the figures were
erroneous* and that there had not in fact been any marked increuse
in the number of the labour force, except tg a limited extent in
the coke ovens and the blast furnaces. The necessity of putting
men in training to work the additional plant about to come into

* Owing to a change of system in the accounts in 191819, the figures for the
labour _strength in the two years cannot be compared. A number of labourers
are atfached permanently to the Traffic department and employed in the works
from time to time on miscellaneons duties wherever they may be wanted. Tp
to 1018-19, these men were entered on the engagement rolls of the Traffic depart-
ment althonh their wages were debited to the department in which they worked.
From 1919.20 onwards they were shown as serving in the department to which
they were attached.
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cperation made some temporary increase in numbers inevitable,
and the larger quantity of surplus pig iron available for sale
(107,000 tons instead of 40,000) involved the employment of more
men at the blast furnaces, owing to the extra handling required
by the cold pig on its way to the market, as compared with the
hot metal transferred direct to the steel furnaces.

55. The labour cost per ton of finished steel at Jamshedpur
is unquestionably higher than the cor-
Labour ecsts.  Coven- Tesponding cost in western countries. This
anted hands. is due not only to the higher wages paid to
the skilled labour imported from abroad,
but also to the much larger number of unskilled and semi-skilled
labourers employed, so that the total wages per ton come out higher.
The total wages of the covenanted men employed in 1621-22 in the
five* important producing departments was Rs. 9°5 lakhs. Mr.
K. D. Tata informed us in the course of the oral evidence that
the wages of Indians appointed to similar posts would probably
be one-third less, and the eventnal saving indicated is therefore
over Rs. 8 lakhs, or, if allowance be. 'made for the covenanted
hands in other departments, Rs. 4 lakhs. The incidence of the
sum of Rs. 9-5 lakhs mentioned above is about Rs. 6 per ion of
finished steel, and the extra cost as compared with western
countries is about Rs. 2 per ton. This is a handicap which
will diminish as time goes on and Europeans and Americans are
replaced by Tndians. Good progress in this direction has already
been made. The number of covenanted men emploved in each
department in 1912.13 and in 1921-22 conipares as follows :—

Number of covenanted men emploved.

1912-18. 1921-22,
Coke ovens . . . 8 0
Blast furnaces . + 28 on 2 furnaces. 8 on 3 furnaces.
Steel furnaces . e. 6%0n 4 furnaces. 43 on 7 furnaces.
¥Mills . . . 33 23

56. The question of the unskilled and semi-skilled labour stands
on a different footing. TIn the steel industry,
as in other industries in India, low paid
lahour is not cheap labour and the number
of men employved is naturally much higher than in western coun-
tries. We have made full allowance for that fact, and fof the
effect on the pay rolls of the absentecism unfortunately too com-
mon in this country, but the impression left on our minds, never-
theless, is that the labour staff at Jamshedpur in 1921-22 could

Cost of unskilled and
semi- skilled labour.

* The blast furnaces, open hearth furnaces, ﬂlooming null,;;ul;uif and _.bar
mill, No covenanted hands have heen emploved at the coke ovens since 1918.

F
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have been reduced without loss of efficiency. We do not suggest
that, even had the strictest cconomy been observed, the difference
in the cost of finished steel would have been more than one or
two rupees per ton, and we believe that the Company were ham-
pered in this matter by the grave labour unrest of the last four or
five years, and by a natural anxiety to avoid reductions of staff
which might easily have led to a strike and a complete stoppage
of work. But the matter is of considerable importance, for strict
economy is necessary if the industry is to survive. As men are
gradually transferred to the new plant, it shounld be possible to
leave some of the vacancies in the old plant unfilled.

57. The cost of coal in 1921-22 could not have been reduced.
h The figure charged in the cost accounts is
e cost of ¢nal. ! A . AN

the price paid ‘ free on rail—collieries * for
purchased coal (Rs. 66 per ton) plus [reight to Jamshedpur.
During the same year the Company sold from its own collieries a
quarter of a million tons at an average price of Rs. 843 a ton.
It was thercfore purchasing well below the market rate.
58. We have no doubt at all that the Company were right when
i they decided after the war that a high stand-
Reduction "“”}f"“"“' ard of quality was cssential, even if the
put of the steel furnaces, bt . .
outturn of steel declined heavily. The
whole future of the industry depended on their ability to prove
that steel of thoroughly sound quality could beeproduced in India.
This has now been done, and the outstanding problem is to com-
bine quality with a higher output. For climatic reasons this is
& more difficult task in America* than in England, and more
diffiecult in India than in Awmerica. During the hot weather
months it is a very arduous business for the man in charge to keep
the close watch over the furnaces which is essential. Neverthe-
less, we believe that in the stationary open hearth furnaces a higher
output is possible and will be sccured. When the new plant is
in operation the Company will he making a larger variety of pro-
ducts, and the same uniformity in the composition of the steel
ingots will not be necessary. Steel that 1s too soft for strnctnral
shapes may, for example, be used for sheets. It will also be possible
to use more steel scrap in the metallic mixture, and thus diminish
the total quantity of impurities to be removed and the time taken
in their removal. Improvements in the quality of the refractory
materials used will reduce the periods when the furnaces are closed
dowmn for repairs. Finally the duplex process, which is to be
adopted in the new plant in place of the stationary open hearth
furnaces, is expected to lead to a much higher output of steel
ingots.

* Roth in America and in India the furnace fronts are water-cooled, a measnre
whigh is not usnally considered necessary in Furope,
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59. Our general conclusion regarding the works costs at
Jamshedpur in 1921-22 is that, in all the cir-
cumstances, they were rcasonable and that,

" subject to what is sald in paragraphs 54

and 36, they could not have been substantially reduced. Much

of the old plant, and particutarly the rolling mills, 1s no longer up
to date and is unquestionably expensive to operate. Again, while
we belicve that better results will eventually be sccured from the
open hearth furnaces, we find no justification for holding that these
could have been obtained two years ago. The steel industry in
india is still in its early adolescence, u period when experience
has to be purchased, and economical production is largely a matter
of cxperience. Ilinally, the Company are in no way responsible
for the heavy increases in prices and wages nor for the time when
they occurred. It is somctimes forgotten thut, whereas in Furope
wages and prices increased during the war and have fallen heavily
sinee 1920, in India most of the incrcase took place after hostilities
had ceased. It is this fact which supplies the answer to those who
complain that the cost of steel production in Tudia was still rising
when in other countries it was fulling.  The cost of coal at Jam-
shedpur was still Rs. 5 a ton in 1918-10 and the first increase in
wages since 1914 was given in 1919-20.

Conclusicns  regarding
werks costs in 1924-22.

The Overhead Charges—Analysis of the Capital Account.

60. We now tyn to the other elements in the costs of produc-
Necessity fcr prelimi- tion. - Belore we could determine the over-
nary analysis f  the head charges in 1921-22, we found it neces-
capital account. sary lo make a close analysis of the capital
account, The Company had already expended very large sums
on the extension scheme, and part of the share capital raised in
“order to finance the scheme was entitled to dividends. It by no
means follows, however, that the whole of that capital had con-
tributed to the production of iron and steel in 1921-22 or could be
taken into account in the costs of that year. The figures origin-
ally put forward by the Comipany we were unable to accept, and
we found it necessary to procecd on independent lines. Our final
conclusion is that a sum of Rs. 400 lakhs is a fair estimate of
fixed capital experditure corresponding to the production of
1921-22, and we shall explain how this figure was arrived at.

61. We found it necessary to exclude in the first place the
Exclusion of the capit#l  capital expenditure on  the  collieries.
expenditure on the collie- ~ During the Jast six vears the Companty has
ries, . sold nearly a million tons of coal produced
from its own collicries, or more than a third of the total output.
Iiventually, when development is completed, the company expect
to produce about two million tons of coal, while their purchases
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under the 25-year contracts will amount to three-quarters of u
million tons more or less. The total requirements at Jamshedpur -
as estimated by the Company are about 13 million tons. In thé
face of these figures the only possible conclusion seems to be that
the collicries should be treated us a separate venture, and should
be expected to pay their own overhead and provide a return on the
investment from their own sale proceeds. Unless the collieries are
eliminated, we cannot avoid the discussion of what, for our pur-
poses, is really an irrelevant question, »iz., to what extent the
capital spent on the collieries is a remunerative investment. At
the present 1ate of output (half a million tons) the collieries do
not pay their way, but an output of about three-quarters of a
million tons would put them straight.

62. The fixed capital expenditure on the old plant (excluding
Fixed capital expendi- the cqll.iex'ies, but including the town and the
ture cxcluding collieries, ~ Or€  Inines and limestone quarries) was
Rs. 400 lakhs in round figures on the 31st
March 1922. This includes three additional open hearth steel
furnaces (erected between 1917 and 1920) which must be treated
as additions to the original plant and not as part of the extension
scheme. Apart from the works proper, a small part of the ex-
penditure (up to 3lst March 1922) on the town sanitary works
had been incurred in anticipation of the needs created by the
extension scheme, but the town buildings were barely adequate for
the working population of the year. The total expenditure on the
town is not in our opinion upreagonable or in excess of require-
ments.

63. The book value of the property is Rs. 400 lakhs, but the
machinery, buildings and other assets arc
no longer worth that sum unless adequate
provision has been made for depreciation.
If depreciation at income-tax rates on the book value of the block
had DLeen set aside at the end of every year from the commence-
ment of steel manufacture in 1912, fhe total wmount written off up
to 31st March 1922 would have been Rs. 160 lakhs in round figures.
The sums actually set aside by the Company are in excess of this
figure and have been spent in additions to and improvements
in, the plant, that is to say, on the extension scheme. In these
circumstances the value of the property has been fully maintained.
The value of the new plant operating in 1921-22 was approxi-
mately Rs. 100 lakhs, and the balance of Rs. 6@ lakhs spent from
the d@preciation fund is covered by plant which came into pro-
duction in the following year. The only item which directly
increased production in 1921-22 was the third blast furnace. Tts
cost was less than Rs. 40 lakhs, and it was responsible for five-
sixths of the surplus pig iron (107,000 tons) on which the company

Expenditure {vom the
depreciaticn [und.
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realised a profit exceeding Rs. 50 lakhs. In these circumstances
we consider that the sum of Rs. 400 lakhs may be taken as the
fixed capital expenditure corresponding to the production of the
vear 1921.22.

64. 1t would be impossible at present-day prices to construct
Cost at present-day 10 India a plant with a productive capacity
prices of erecting steel similar to that of the works at Jamshedpur
werks of {he same capacity  in 1921-22 (126,000 tons of finished steel and
os these ut Jamshedpur. © 990 600 tons of pig iron) for the sum of
Rs. 400 lakhs. We estimate that for this purpose a sum of Rs. 600
lakhs would be necessary if the cost of the ore mines, limestone
quarries and the town are included. The higher cost is due not only
to the rise in prices since pre-war days, but to the fact that more
elaborate and expensive plant is now considercd necessary in order
to secure economical production. New works erected now would
have to provide a return on a higher capital than the Jamshedpur
works, but the operating expenditure should be very distinctly
lower. The importance of the figure of Rs. 600 lakhs lies in the
fact that in fixing the allowance to be made for depreciation,
the manufacturer has to be guided not by the book value of his
property or its original cost, but by the cost of replacement at
present-day prices.

65. In arriving at a figure of Rs. 600 lakhs as the cost of an
up-to-date plant with about the same capacity
th:}:i:&tetgf }t)}je :lmctt eog as the Jamshedpur works in 1921-22, we have
by the United Steel (ey. Considered the estimate prepared in 1922 for
poration of Asia, the United Steel Corporation of Asla by
Messrs. Cammell Laird & Co. of Shefiield
who will act as technical advisers to the firm. The Corporation
propose to make a sturt with an instalment (about one-fourth) of
their full scheme, and the outturn expected is 140,000 tons of
steel and 180,000 tons of pig iron. This estimate comes to just
over Rs. 600 lakhs, excluding the reserve for contingencies and
any provision for the mines and quarries or for the town. On
the other hand the rolling mills, the water and hydranlic system
and the power station will be constructed so as to make provision
in advance not only for the needs of the first instalment, but, to a
large extent, of the complete scheme. The deductions to be made
from the estimate on this account are counterbalanced by the
additions which must be made on account of the mines and quarries
and the town.

66. We are now in a position to deal with
the overhead charges.

(1) Interest.—The figures given in the Company's cost
accounts are based on the actual interest paid in each year on

The overhead charges.
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debenture and other loans. On this method of caleulation the
Company required six times as much working capital in 1921-22
as it did in 1916-17, a result which could not be accepted when the
outturn of steel had gone up by only 27 per cent. After a close
examination of the subject we were satisficd that Rs. 200 lakhs was
approximately the working capital actually required in 1921-22 and
that the corresponding figure 1 1916-17 was about Rs. 100 lakhs.
The increase in production accounts for about one-third of the
difference, and the rise in prices between the two years is a sufficient
explanation of the balance. In 1916-17 the Company could borrow
at 6 per cent., whereas in 1921-22 the rate was 7} per cent. The
total requirements on account of interest thercfore were—

Rs.
1916-17 . . . . . . . . 6 lakhs.
1921-22 . . . . . 16 lakhs.

(2) Bombay caxpenses and Agents’ commission.—There is little
difference in the Bombay cxpenses between the two years, but the
Agents’ commission was Rs. 10 lakhs in 1916-17 and Rs. 3} lakhs
in 1921-22. The amount of the commission depends on profits,
and variations in profits ar¢ not relevant in an enquiry into costs.
We have thercfore taken for comparative purposes the 1921-22
figure for these items (Rs. 7°31 lakhs) in both years.

(3), Depreciation. —In 1916-17 the allowance for depreciation
was Rs. 215 lakhs. In 1921-22 the reasonable allowance must,
we consider, be determined by the cost at present prices of replacing
the old works. The replacement cost we have found to be Rs. 600
lakhs (paragraph 64 above). Depreciation at 6% per cent. on this
sum amounts to Rs. 37°5 lakhs,

67. The detailed comparison of the results of the years 1916-17
Final comparison of yre-  a0d 1921-22 is as follows :—
duction ecsts in 192122
and 1916-17.

1916-17. 1921-22,

Rs. Rs,
Wearks cost per ton . . . 7724 12041
Overhead per ten . . . . 32:17 3824
Total cost per ton . 1094 15865

The ®works cost given above are the averages for rail mill and bar
mill products taken together. In order to distribute the overhead
charges Detween steel and surplus pig iron, the output for the year
in each case has been multiplied by the works cost per ton, and
the charges divided in the same ratio as the one result bears fo
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the other.®* The figures are therefore approximate but we believe
they are reasonably accurate.

Manufacturer's Profit.

68. We have now to determine the sclling price which would
have given the Company a fair return on the
capital investment. We have found that
Rs. 400 lakhs was the capital expenditure incurred and it only
remains to determine the rate of interest. The evidence we have
taken has satisfied us that the rate on ordinary shares cannot
be put at a lower figure than 10 per cent. As for the remainder of
the capital, it is not necescary to discuss on abstract grounds what
the figure should be, for the best evidence of the rate at which
capital can be raised is the rate at which it has actually been raised
in the past. The original share capital of the Company—Rs. 231°75
lakhs—consisted of ordinary, deferred and 6 per cent. first pre-
ference shares, and the balonce of the total of Rs. 400 lakhs consists
of 7} per cent. second preference sharcs. The details are as
follows :— :

Manufacturer’s profit.

Rate of ~  Interest
Awcunt. | interest. payable.

R« lakhs. - TPercent. - Rs. lakhs,

Ordinary and deferred shares 4 15675 10 1567
First preference sharves . ] 7500 ] 400
Second preference shares . . 16225 74 1263

Tetal 40000 &2 32-80

!

The average rate of interest on the whole capital is just over 8
per cent., and it is most unlikely that any other company could
have obtained the mency more cheaply. Tf the sum of Rs. 32-8
lakhs be distributed between steel and surplus pig iron by the

* The method of allccation adopted may be illustrated from the ﬁgures_ of
1921-22. _ *

1 2 3
Quantily ‘Vorks cust Total worls cost
produced, per fon. (1) mullipliei
. by (2),
Tons, Rs. Rs, lakhs,
Surplug pig iron . . . . 107,000 347 36-8¢
Finished steel . . . . 125,873 120-11 18343

The total overhead to be allocated is Rs. 53.81 lakhs. If this is apportioned
in the ratio of 36.88 to 188.45, the share of the surplus pig iron is 11:68 lakhs
and of the finished stecl 48.13 lakhs. If the latter ficure is divided by the total
production of finished steel, the incidence per ton is Rs. 38-24,
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method indicated in the last paragraph, the incidence per ton of
steel 18 Its. 20°96. The average selling price which would have
given the manufacturer a fair profit is therefore Rs. 179°61—or
in round figures Rs. 180 a ton arrived at as follows :—

Per ton.

. Rs,
Warks cost . . . . . . . 12041
Overhead charges . . . . . . 3824
Manufacturer's profit . . . . . 20:98

Total . 17961

69. In 1921-22 the average price realised by the Tata Iron and

_ ) Stecel Company for all finished steel was

Average pricoat which 3¢ 159 4 ton, which just sufficed to cover the
steel was scld in 192 -22. ) .

overhead charges and left no profit whatever.

The average price was, however, affected by the contracts made with

the Bengal Nagpur Railway Company and the Companies known

as the * Palmer ' Railway Companies for the supply of rails and

fishplates. If the Companies had paid at the same rates as the

Railway Board, the Iron and Steel Company would have received

ar. additional sum of nearly Rs. 17 lakhs which is equivalent to 4%

per cent. on a capital of Rs. 400 lakhs. The average price obtained

for finished steel would have visen by Rs. 13°36 a ton from Rs. 159

to Rs. 172-36.

70. The price of steel was still comparatively high in the
early months of 1921, but fell continuously
Average price at which  ¢hropghout  the year. The results of
steel was soldin 9-2-23. 149903 were naturally, therefore, much
worse. In spite of the increase in the customs duty from
2% to 10 per cent., the average price received for all finished steel
dropped to Rs. 142-56 per ton. Here also the rail contracts made
a substantial difference. Had payment been made in all cases at
the Railway Board rates, the average price swould have risen by
Rs. 10-9 per ton to Rs. 153-46. Tven on the 1921-22 costs this
meant a loss of Rs, 5:19 per ton. But owing to the increase in the
price of purchased coal from Rs. 6'6 to Rs. 8-96 per ton, there had
been an increase in 1922-23 of approximately Rs. 9'5 in the works
cost of steel, and the loss was raised to Rs. 1469 per ton. It is
evident, we think, that at the present level of prices and with the
present customs duties the mannfacture of steel in India can only be
carried on at a loss.



CHAPTER VI

Future cost of prodiction and price which will enable
Indian manutacturer to sell at a reasonable profit.

As indieated in paragraph 50, we shall discuss in this
| Th Chapter the cost of production at Jamshed-
pnI:Il(;x]:]t?gt” heer b when the new plant is in  full
operation, i.c., from 1924-25 onwards, and
for the reasons given there we shall henm with the capital account.
It has ftequenﬂ\ been suggested that, if the construction of the
new plant had been postponed until prices had reached their normal
post-war level, the capital expenditure incurred would have been
much lower, and that then there would have been no difficulty
in selling steel at a profit in competition with imported steel. We
have examined closely the question how far the capital account has
been swollen by purchases at a time of high prices, and we shall
set forth the results of our enquiry. But it is perhaps worth while
to make two points clear at the ontset. 'We have already shown at
the end of the last Chapter that the manufacture of steel in the old
plant at Jamshedpur in 1922-28 involved a heavy loss, and the
same is true of 1923-24. Had the Greater Extensions been com-
pleted in 1921, as the Company originally hoped, they would have
been much better equipped to face the period of low prices. In
the second place. %t the commencement of the extension scheme
had been postponed till 1922, it is more than likely that the steel
works would have closed down before now. But for the profits
made on the surplus pig iron dwring the last three years, the manu-
facture of steel at vnremunerative prices could hardly have con-
tinued. But the surplus pig iron was produced by the new blast
furnaces which are an integral part of the extension scheme, and if
there had been no extensions there would have been very little
pig iron to sell. The purchase of the third blast furnace (some-
times called the Batele furnace) has been specially criticized on
the ground that it cost much more than it was worth. It is a
sufficient reply to this criticism to point out that it cost less than
Rs. 40 lakhs and moe than paid for itself in a single vear by the
profits on the surplus pig iron it produced.

The Capital Account.

72. By the 31st of March 1924, the works included in the ex-
Capital acconnt o 315t frensmn scheme will be practically c9111pletc,
March 1924. and the whgle of the new plant will come
mnto  operation n  1924.25. The fixed
capital expenditure of the Company will then. it is estimated.
( 41 )
a
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anoutt to Rs, 21 crores”.  We have no hesitation in suying that
his sum is greatly in excess.of the present value of the property,
whether vegard be had to the profits which might be earned, or
to the cost of replacement at present-day prices. It is necessary,
however, to deduet in the ficst place the capital expenditure on
the collieries (Rs. 205 lakhs), and second depreciation at income-
tax rates on the whole plant up to the 31st March 1924 (Tts. 245
lakhs). The balance is Rs. 16} crores, and the real question is to
what extent this figure exceeds the cost at present-day prices of
constructing iron and steel works with « similav output.  Un-
questionably the new plant was purchased during & period when
prices were very high, and the natural inference is that it could he
purchased much cheaper to-day.

78. The hest evidence available of the probable cost of crecting
in India works with a productive capacity of
Estinated cost of the over 600,000 tons of pig iron and over
iron and steel works pro- 100,000 tons of finished steel is the estimate
jected by the United Stecd 1 1he complete scheme contemplated by
Corporation of Asir. the [nited Steel Corporation of Asia. Tu
awmounts fo  Rs. 15) crores including, and
Rs. 15 crores excluding, the development of the Corporation’s
coal mine. So far as the technical equipment is concerned the
estimate was prepared by Messrs. Clammell Taaird and Co., and
hrought up to date on the basis of 1922 prices. The output ex-
pected-—700,000 tons of pigliron, of which 160,000 tons will be
surplus, and 450,000 tons of finished steel—is rather higher than
the output expeeted at Jamshedpur, but the two schemes are com-
parable.  Tndian experience in connection with estimates does not
austify the belief that the actual expenditure incurred on the Cor-
poration’s plant would he appreciably smaller than Rs. 15 crores.

74. In so far as the question can be investigated in other
Amevienn purchuses fer WA=, the evidence tends to support
the new plant at Jam- the figure of Rs. 15 crores as the probable
shedpur. cost to any firm of works similar in magni-
tude to those of the Taty Iron and Steel Company. The data
available are very imperfect. hut they give some assistance. The
new plant at Jamshedpur was purchase@ almost entirely in
America and the total orders placed amounfed to 21,307,367
dollars. The remittances were made at an  average rate of
Rs. 3-22 to the dollar, and the American purchases amounted
therefore to nearly Rs. 7 crores, which is abolt half the total cost
of the extensions. We have not heen able to ascertain the changes
in the prices of plant and machinery in America during the lnst

*If the Company's investments bhe added, the total iz abount Rs. 22 crores.
Clewrly, however, th~ investments nwst pay for themselves and we have not talken
thmn into accomr’ AT
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fen yeurs, bup she general course ol steel prices may selve as ab
index of the way things were wmoving. A composite price of
finished steel products including bars, beams, tank plates, wire, rails,
pipes und black sheets is published annually by the Iron Age, and
we have calculated what the reduced cost of the American purchases
would have been if inade at the present level of prices, instead of
av the higher rates which actually prevailed. The underlying
asswmption, of course, is that the prices of machinery varied in about
the same proportion as general steel prices. On this basis the
present price of the new plant would be approximately 15,570,000
dollars which is less by 0,730,000 dollars than the price actually
paid. This is equivalent to a suving of Rs. 184 lakbs at the average
rate of remittance.

75. The balance of the cost of the Greater Kxtensions—upart
Transit charges o the (rom minor purchases in  Europe—consists
new plant purchased in ol transit charges (freight, insurance ete.),
America. and expenditure incurred in India on erec-
tion. The transit charges would be cnormously lower to-day, but
there seems to be no reason-for thinking that the cost incurred in
India would be less, for wages are not lower and coal is much
higher. The Company have furnished us with full details of the
cost (erected at Jumshedpur) of parts of the plant the aggregate
cost of which, f. o. b, at an American port, was Rs. 264 lakhs. The
total transit charges werec Rs. 50 lakhs and, as the plant was
shipped in several different years, the figures give a fair idea of the
average transit charges. The transit charges on the whole plant
would then amount to about Rs. 130 lakhs and, making every
allowance for the heavy fall in freights, we cannot put the excess
payments over present-day rates higher than Rs. 70 lakhs,

76. The excess payments in Anerica (Rs. 184 lakhs) and the
higher transit charges (Rs. 70 Jakhs)
justify a reduction in the capital expendi-

*ture of Rs 24 crores. Against this, how-
ever, wmust be set off the fact (alveady alluded to in paragraph
64) that the old plant could not be replaced to-day at its original
cost.  We estimatefl that the difference between the original cost
and the present cost of a plant with the same output would he
about Rs. 200 lakhs. But a plant of this size is too small for
economical prodyction under present-day conditions, and the
difference in the case of w plant with treble the capacity ,would
not be so great. The cost at present-day prices of a plant pro-
ducing annually 130,000 tons of finished steel may be put ai
Rs. 6 crores, but the cost of a plant with-a capacity of 400,000

tons would not be more than Rs. 15 crores. The. replacement
value of the old plant at Jamshedpur is therefore Rs. 6 croves if

Lew  cost of the old
plant.
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it is considered as a separate unit, but only Rs. 5 crores if it is
treated as a part of a larger orgamisationn. Tt is suflicient there-
fore to allow Rs. 1 crore on account of tife low cost of the old
plant. The net reduction in the cost of the works as a whole is
then Rs. 1} c¢rores which brings down the final figure from Rs. 163
crores to Hs. 15 croves.

77. The net result of these calculations cun best be exhibited

. ] i n tabular form ;-—
Final caleulation of the

cost of the Jamshedpur

works ut present prices. R,
’ Liakhs.
Original cost of old bloek . . . . . . 400
Collieries . . . . . . . . . 200
Greater Extensions . . . . . . 1,500

Total . 2,100
Add~Allowance for increased cost of replacing the ald

block at present prices 100
Grand Total . 2,200
Deduct—
{1) Capitai expendituwre on the eollieries . . . 200
12) Expenditure from the depreciation fund . . 250
(8) Excess expenditure on  American purchases and
freight, ete. : ] ; . . . 250

Tinal Total . 1,600
in effect what hLas been don¢ is to. write up the old plant
from Rs. 4 crores to Rs. 5 crores on the ground of the
vise in prices since before the war, and to write down the
(treater Fxtensions from Rs. 13 crores to Rs. 10 crores.
Lialf the reduction is due to the high prices at which the
new plant was purchased, and half to the fact that part
of the expenditure on the new plant goes to replace the old. To
a large extent indeed the old plant is already replaced. The roli-
ing capacity of the new wmills is in excess of the capacity of the
steel furnaces to produce ingots, and it is far from improbable
that, when the new mmills have been tuned up. the old mills may
be closed down. Tt may be added that, iP the duplex process
justifies the expectations formed of it, the addition of a third
tilting furnace at a comparatively small cost would almost render
it possible to dispense with the open hearth furnaces. The old
Dlast furnaces are still efficient und have many *years of life before
them,
The Manufacturer’s Profit.

78. The capital expenditure required for the construction of
The Manafacturer's iton and steel works with an outturn of
profit. over 600,000 tons of pig iron and over 400,000
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tons of finished steel hus been found to Le Rs. 15 crores. Oun this
Lasis the return on the capital investment can be ascertained. The
Company’s share and debenture capital amounts to Rs. 164 crores
divided as follows :—

- e —— N L A R AR+ et . s A Sl e 2 e et

[

J— Amonnt. i of H}lit”(.)'r(;,‘nt ] {;;e;ﬁ){;:'
f TRs. } Per cent. i Rs.
Lokhs. ! ¢ Lakhs.
First preference shaves . . . 7500 % 4 ! 45v
! |
Secoud preferonce shares . . . . 70400 ; Ty ! 52°50
I
Ordinary and deferred shares . . . 2712 i 10 i 2771
|
Debentures . . . . . . y 6UY 00 8 | 48°0Y.
Totalt o0 16,5212 ! 803 13271

It will be scen that the entire capital has been ralsed at an
average rate of 8 per cent. Interest on Rs. 15 crores at the same
rate comes to Rs. 120 lakhs and it is this swm which has to be
found from the sale of iron and steel.

79. When the [ull production of steel is attaiuned the surplus
pig iron will be about 40,000 tons. This
 Probable profits on the 4 p0unt does not exceed the normal surplus
pig ron. which any . steel manufuacturer with an out-
put of 400,000 tons of steel and juaking his own pig iron would
provide for. Some reserve capacity {or plg iron is necessary, since
otherwise there is u risk that the steel furnaces might be put out
of action for want of the necessary raw material, and within the
limits of this surplus the profits on the ply iron may fairly be taken
in reduction of the profite expected from the sicel.  The year
1921-92, however, was altogether abnoial, both n respect of the
quantity of smplm pig irou (107000 tons against 126,000 tons of
“finished steel) and the average price obt: aived (Re. 94 a ton) which
left a profit of nearly Rs. 50 a ton. Thrce compunies ave now
competing in flie Tndian and export markets for pig iron and the
price, especially m  the export arket, has fallen heavily., T
would not be safe to estimate the average profit per ton at more
than Rs. 20 in the future, and on 40,000 tons this means a total
profit of Rs. 8 lakhs. This reduces the return which the sale of
steel has to provide from Rs. 120 lakhs to Rs. 112 lakhs, and with
an output of 420,000 tons the incidence ix Rs. 26°67 per ton.
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(verhead Charges.

80. We twn now to the overhead charges on the full produc-

The (verhend charges - OB, and the first item is interest on work-
Interest n  working  ing capital. The Company have estimated
capital. the sum required at Rs. 500 lakhs. Exclud-

ing the provision for the collieries the totul comes to Rs. 445 lakhs
divided as follows :-—

R,

Lakh~,
Stores and spave parts of ull kind~ . . . . 180
Row materials and refractory bricks . . . )
Ontatanding und stocks of finished preducts . . . 190

Totad . +4b

No reduction is necessary under the second head, but botle the
others are, we think, over-estimated. The total expenditure in
192223 ou stores and spare partsoof all kinds was in the neigh-
bourhood of Rs. 50 lakhs, and is aot likely to exceed Rs. 120 lakhs
when (he new plant is in operation. Making every allowance for
the fact that the Indian manufaeturer has to keep u much larger
stock of spure parts and other stores than the European or American
manufacturer owing to the diffieulty of obtaining supplies at short
notice, we cannot see why the stock should bé equal to cighteen
months’ consumption. We have checked the various items and we
think Rs. 110 lakhs should saffice. The over-cstimmate under the
third head arises from the fuct that the stocks of finished goods
have been valued at their selling price instead of on the basis of
the out-of-pocket expenditure actually incurred. The reduction to be
wade here is Rs. 25 lakhs. The working capital required then
stands at Rs. 350 lakhs, and interest at 7% per cent. amounts to
Rs. 2625 lakhs. The provision for raw materials, outstandings
and stocks of finished poods is equivalents to about six months’
production.

&1. The other overhead charges do not require a lengthy dis

Other overhead chavges, CUSSION.

(1) Bombay expenses and dgents’ commission.—The Company
estimate the head office expenses at Rs. 1 lakhs, which 1s a reason-
able figure. The Agents” commission uuder the terms of their
conttact. on the asswnption that the full dividends ave earned.
i= Rs. 84 lakhs.

(2) Depreciation.-—The allowance for depreciation way be taken
at an all-tound rate of 63 per cent. on Rs. 15 crores, and the amount
required is Re. 93°75 lakhs.
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82. The =urplus pig iron cahnot be debited with more than

. ‘ . about, 2} per cent. of the overhead charges

}m:({’:jﬂ“‘l’_ﬁi“"*c of cver- and the rest has to be earned by the steel.

e The figures we have arrived at compare as
(olows with those ol 1921-22 :—

[NCIDENXCE PER TON OF
FINISHED STEEL.

! After full
1021-22, i produetion is

i i attained.
e B - -
" Ra. f Rs.
v ! i
Interest on working capital . . . . 959 i 8:00
Bombay expenses and Agents’ commission . 467 3 2:59
Depreciation . . . . . - 2397 . 2172
Total overhead . 3824 3070
: !
Heturn on eapital investment = z ol 20006 : 26-67
I \
| . ! .y
Total » 4 69-20 j 3737

'I'he overhead charges should be distinctly lower when the new
plant is in full swing, but a larger sum per ton is required as
interest on fixed capital. The latter result was to be expected,
a- the new plant 1s more elaborate in type and consequently its
ovivinal cost is higher.

Woorks Costs,

3. Phe average works cost of finished steel in 1921-22 was
Rs. 12041 per ton, but two years have
clapsed since then, and there may be
‘reasons for reconsidering that figure. In
one respect only the conditions have materially changed, viz., the
rise in the price of coal. 'The Corpany purchases coal under long
term contracts by which the price is fixed at the price paid by the
Railway Board for similar coal or at a figure eight annas higher.
The Railway Board itself, however, entered into contracts covering
a4 period of three vears from Tst April 1922 to 31st March 19.25
at prices considerably higher than those paid previously, agd in-
eveasing by 12 annas a ton in cach of the second and third years.
We shall refer again to the Company’s coal contracts in a Inter
paragraph (see paragraph 103 below), and the only point we desire
{.: make hete is that under their operation the increase in the cost
nt eoal was unavoidable, '

Rire in the price of
eonl since 1921-22.
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81 In 1922-23 the price of purchased coal ' free on rail-
Works conte in 1022.23,  Collieries " rose from Rs. 6:6 to Rs. 8“96 per
ton.  According to the Company’s cost
accownts the average cost of finished steel in that year is Rs. 128-84
a ton, but in fact this figurce should be higher. Had the coal been
charged in the cost accounts at the purchase price plus freight as in
previous years, the average cost of finished steel would have been
approximately Rs. 135 per ton.  But, owing to a change of system,
coal is now charged at the average of the price paid for purchased
coal and the raising cost of coal from the Company’s own collieries,
* plus freight to Jamshedpur in both cases. This new system is not
consistent with ihe principle we have adopted that the collieries
should be treated as financially independent, and for our purposes
the steel cost must he taken at Rs. 185,  On the other hand, it was
stated in evidence on hehalf of the Company that, except in the
price of coal, there was no important change in 1922-23, and the
higher price only accouuts for a rise of about Rs. 9-5 over the costs
of 1921-922. The average cost may therefore be put at Rs. 130, and
the balance of Rs. 5 is attrihutable to the strike.

85. In 1923-24 there hax been an automatic increase of 12 annas
Works eosts in 1823- 2 ton in the price of purchased coal and a
24. similar increase will take place in 1924.25.
Bach increase is equivalent to a vise of Rs. 3 a ton in the cost of
finished steel at the present rate of.covnsumptiom and, though there
may be compensating savings in other directions, there is no pros-
pect that, in the old plant at least, the cost can bhe hrought appre-
eiably below Rs. 130 a ton wuntil 1925.26.

86. The determination of the works cost of steel during the
next three or four years must be largelv a
raatter for conjecture. The three causes
which have tended to keep the cost of steel production high at
Jamshedpur are—-

Puture works costs,

(1) The price of coal,
(2) The comparatively low output of the steel furnaces, and

(3) The fact that parts of the plant are becoming obsolete
and are expensive to operate. This applies speciallv
1o the rolling mills.

In respect of coal no relief is possible until April 1925 for (as ex-
plained in paragraph 83 above’ the price is governed by éhe price
paid by the Railway Board, which is itself fixed by a three vears
contract commencing in April 1922. A great improvement in the
output of steel ingots is expected from the new duplex process the
introduction of which is now imminent, but the procese has nevey
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vet heen worked in India and the best results cannot be attained
at once. The new mills ave far more efficient than the old and the
costs will he lower, but here again a high output is indispensable to
economy, and the output of the mills depends absolutely on the
production of ingots by the steel [urnaces. We do not doubt that
costs will steadily diminish, but it is far more difficult to forecast
the rate at which they will fall.
87. At our request the company supplied an estimate of what
The Company's esti-  they considered their works costs were likely
mate of future costs. to be after full production had been attained,
the price of coal being taken at the same figure as in 1921-22. The
estimate compares as follows with the works cost of that year :—

C'oST PER TON,

Actuals As estimated
1921-22. after {ull
: preduction.
Pig Tron . . I 3 b 30-05
Stecl ingets . . : ., 06882 5800
Rails - . : i . 118°00 4554
RBars . . . . ¥ 130750 11205
Average for products of now pailand
bar wills . - : 48-30
Ditto of old mhi)ls 12041 10650
Ditto of dldand new
mills 499-00)
Rheets— galvanised and black, plates and
sheet-bars . : z : 12404
Average for all finished steel including
sheets, plates and sheet-bars L 106-46

An examination of the details of the estimate shows that nearly
three-filths of the reduction in the cost of vails, which may be taken
as a typical produet. is expected from the steel furnaces and
about two-fifths from ihie new mill.*  Some economies are also
anticipated in the warking of the old steel furnaces, but in the
main the company look for the savings almost entively to the new
plant.  On this showing, everything depends on the success of the
duplex process. for the new mills will not be cheap 1o work unless
the supply of steel ingots is fully maimtaimed.
88. The evidence we have received does not justify an assump-
Putuge et of tion thut the price of coal will in fact fall
‘ ta the 192122 level during the course of the
nest three or four vears. Mr. Whitworth, the Chief Mining Engi-
neer with the Railway Board, informed us that in Dis opinion it was

* The reduction in the cost of pig iron does not affect costs in the later stages
so much as might have been expected. The Company apparently expect that the
wastage of pig iron will be higher in the duplex process than in the open bearth
furnaces, and that they may he unable to utilize all the serap prdduced.

H
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doubtful whether good Jharia coal would ever be sold to Railways
again in large quantities under Rs. 9 per ton.  There ave, however,
causes ut work which must eventually bring prices down. Rail-
way facilities are being improved, the deeper mines are equipping
themselves with electrical coal-cutting machinery and new coal
fields are about to be opened out where at the outset the raising
costs are likely to be low. We do not think it is an exfravagant
supposition that in three ov four years the uvernge price of the
coal required by the Tata Iron and Steel Company might drop to
some figure between Rs. 8 aud Rs. O per ton, which would mean
about Rs. 10 per ton at the Jamshedpur works, As the cost of
coal at the works was Rs. 8 per ton in 1921-22, an increase of Rs. 2
per ton would raise the works cost of steel by s, & per ton on
the basis of 4 fons of coal to one ton of finished sieel.

89. The Cowmpany have furnished us with copies of their tlow-
e sheets showing the probable distvibution of
Pl}::’l:é"}f:o“ of the s the fuel (o the various sections ot the plant
= when follpraduction is attained.  The con-
sumption of coul expected is ubour 4 tons per ton of finished steel,
and the estimate™ referred to in paragraph 87 also seems to pre-
suppose a similar rate of consumption. It seems to us doubtful,
however, whether so large a quantity will actually be required. The
inflammable waste gases produced in the coke ovens and the blast
furnaces are a valuable fuel, and the experience of other countries
shows that, if they are fully and efficiently utilised, the coal
consumption can be heavily cut down. - The quantities of gas which
will be burnt according to the flowsheets appear to be reasonable,
but we can find no equivalent saving in coal. The United
Steel Corporation of Asia have given us figures for their coal
requirements and the rate is equivalent to less than 3 tons
of coal per ton of finished steel. We believe that the Tata Iron
and Steel Company should he able fo save at least half a ton of
coal per ton of finished steel as compared with their estimate, and
this saving wonld go far fo connteract the higher price of coal.
The economy effected is not merely the purchase price of half a
ton of coal; there are savings in labour charges also, for the gas
which replaces the coal can be burnt much more cheaply.

90. This question of fuel economy is of first class importance.
Necossity of fueleear Wo nade no allusion to the subject when
nomy. dealing with the costs of 4921-22, for the old
plan® was desighed at o time when coal could be landed at
Jamshedpur at Rs. 3 o ton or less, and there was no particular

* The estimate for the Ulast furnaces shows a credit for surplus gas of
12 annas per ton of pig iron, and the coke ovens estimate a credit of a little over
4 annas per ton of coke. If the gas is valued at its coal equivalent—which seems
the natuyal method—the fignres mean that the surplus gases displace omly 80,000
tons of coal, a quite inadéquate figure.
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incentive to reduce consumption. But the cost of coal scemns to
have risen permanently to a much higher level, and it is imperative
that the fuel value of the surplus gases should not be wasted. It
is certain that, if new steel works are crected by another firm,
every possible step will be taken to keep the coal consumption low
and, if the Tatu Tron and Steel Company is to hold its own,
economy in fuel is indispeusable.

91. We believe that the works cost of steel at Jamshedpur can
Gradual decline pro- be reduced to the extent indicaled in the
bable in preduction costs  Company's  estimate, but  this cannot be
as outpat increases, done at once and a transition period of
several years is inevitable during which the works costs should
gradually fall from about Rs. 130 to some figure in the neighbour-
hood of Rs. 100 a ton. There are too many doubtful factors in-
volved to justily any confident prediction as to the rate at which
costs will fall, but one point we regard as certain. . The f{ull pro-
duction of 420,000 tons can be attained only gradually. The Tata
Iron and Steel Company hus always tended, we think, to be
unduly sanguine as to the time within which results can be expect-
ed. In order to get some definite basis on which to work, we
estimate that the pmdu(hon of finished steel may be 250,000 tons
in 1924-25, 335,000 tons in 1923-26 and about 400,000 tons in.
1926-27. 1t is not safe to assume that a process uniried in India
before (i.e., the duplex process) will give the full results expected
of it until after one or two years’ practical working, Tf the actual
output approximates to the figures given above, it will not be until

the fourth year that prices will approach their final level.

The fair Selling Price of Steel.

92. We have estimated (paragraph 82 above) that, on the full
production, about Rs. 57 a ton will be
required in order to meet the overhead
churges on steel and the manufacturer’s profit. The third element
in the setling price (i.c., the works costs) cannot, we have found,

be put at a definite ﬁnme but may be expe(ted to drop gradually
from near Rs. 130 to near Rs. 100. Tt is on this basis that we
have to determine the selling price which yvields a fair return on
the capital investment. To this branch of the subject we now
turn.

"The selling price of steel,

Ra, per toun,
*Overhead . . . . . . . 3070
Meunufacturer’s profit . . : . . . . %667

Total . 5737
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93. We have found (parugraph 68 ubove) that in the year
Basic selling price of  1921-22 an average selling price of Rs. 180
steel not hgher than ton would bave given the Indian manu-
Rs. 180 u ton, facturer a fair return on his capital. Save
in so far as there have been muterial chauges tending to raise the
cost of manufacture since that year, the figure of Rs. 180 a ton is
the natural limit of any sc heme of plotcctxon which might be put
iorward, and the only 1mp01m11t change whith huas oce urred 1s the
increase in the price of coal which Lits ruised costs by about Rs. 10
a ton. On the other hand, the rise in coal prices will not operate
to its full extent after the year 1924-25, und the Indian manufac-
turer can protect himself .ermqt any lncrease in price which may
prove permanent both by e development of his own collieries
and by better utilization of his waste gases.  Again, the storves
used in 1921-22 must to a large extent have been pm(lmsed during
a period of high prices and expevnditure on this account should
tend to be lower. Tinally, from 192423 onwards steel will be
produced in a plani much more economical to operate than the
old plant.  Tor these rveasons we do ot find sufficient grounds for
taking a higher figure thaw-Rso IS0 aton.

9. We have considered whether it would be possible 10 base
our recominendations on a somewhat lower
A selling price lower  selling price, but we find this to be impossible
than Re 180w teninades i1 #1070 jeares proposed arve to be adequate
quate as a hasis of pro- for MR plll") o We lave  f |
{oction, 3 pOse. ¢ HLVC oune
that the o Tndian  wanulacturer requires in
addition  to his  works expenditure. & sam of Rs. 54920
rer ton on the basis of the production of 192122, and w s of
Re. 3737 a ton on the basis of the full production, in order to
secure a {aiy veturn on the capital vested,  But it is certain that
full production will not be attained o 1921-25 and very unlikely,
i our opinion, that it will be rexched in 192326, On a plodu(-
tion of 230,000 tons of finished steel, which is all 1that it i
safe to rely on in 1924250 the overheag charges alone would
approach Rs. 50 u fon and an averade selling price of Rs. 180
a ton would leave Jittle or no margin for the rveturn on capital.
In 1925-26 production might rise to abogt 333,000 tons and
the incidence per ton of the overhead «,:l::u'ges would then
drop to Rs. 89, As the works expenditire would ulso be
lower, there wonld he a margin of profit.  The full produe-
tion will not, we think., he approached umstil 1926-27, and
not tll then would the manufacturer obtain what may fairly
be considered a normal profit. We have not overlooked the fact
that, so long as the production of steel is less than the full capacity
of the plant, there will be a large surplus of pig iron, and that the
profits on its sale will go some way to provide a return on capital.
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But it would be a mistake to suppose that the profits on pig iron
are likely to approach the figures of 1921-22, and the larger the
surplus to be disposed of, the lower must be the average profit
per ton which can be realized. The Indian production would far
exceed the absorptive capacity both of the Indian market and of
the foreign markets where Indian pig iron has alrcady found a sale,
and in order to secure an eniry into new foreign markets it would
be necessary to accept a price which lett only a small margin of
profit.  If allowance be made for the production of the Bengal
Iron Company and the Indian Iron and Steel Company¥, it is doubt-
ful whether the Tata lron and Stee! Company could sell 100,000
tons of surplus pig iron at an average profit of Rs. 20 a ton, and
for any excess over that quantity the average profit would be much
lower. As the Company require Rs. 120 lakhs annually for
interest ot debentures and dividends, it is obvious that the profits
on the surplus pig iron would not go far to provide the sumn
required.

95. The problem can also be viewed from another angle. The
Practieal results of o tofal sumy which the manufacturer requires
seiling price of Rs 180w i order to nieet his overhead charges on
ten. the full production is about Rs. 129 lakhs,
and as w return on the capital invested Rs. 112 lakhs. A selling
price of Rs. 180 w ton will suffice to produce these sums, provided
the works costs do not exceed Rs. 123 a ton, and provided the full
outturn is attained.  But so long as the outpul of steel is helow
420,000 tons a vear, a selling price of . 180 « ton gives the manu-
facturer o pood deal tess. dn offect, therefove, he receives whut we
believe to g the fair allowanee per ton for overhead charges and
capital on the steel he actnally produces, but not on the excess
tonnage he will be able to produce in the future. Tn other words,
no allowance is made for the heavier incidence of the overhead
charges and profit per ton dworiug the period when production is
camparatively low. The manufucturer has, therefore, every incen-
tive to bring his works costs as low as possible and to increase his
output, since by these methods alone can profits be obtaiued.
This aspect of the case is, we think, important.

We have not ovetlooked the fact that part of the fixed capital
expenditure has been financed by the-issue of debentures, and that
interest on these debentures is a primary charge on the Company’s
resources. The production in 1924-25 we have taken as 250,000
tons of finished stedl and, even if the works costs amount to Ry 130
per ton, a selling price of Rs. 180 per ton means a surplus of
Rs. 125 lakhs. To this sum at least Rs. 20 lakhs must be added
on account of the surplus pig iron. The debenture interest (Rs. 48

* The two blast furnaces of this company, both completed since March 1992,
have a capacity of 280,000 tons of pig iron a year.
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lakhs) and the interestson working capital (Rs. 26°25 lakhs) ure
therefore amply covered.

96. The final resuit of the enquiries which we have sumnarised

in (/hdpt(ﬂ V and in this Chapter is that

The selling price of  ourfecommendations should be so framed as
s 180w towadopted as 4 e 1o whe Indian wanutactuver ar
the basis of propesals ; . 5 g lurer an
made. average selling price of Rs. 180 a ton.
We have Dbeen conscious throughout that

this part of our task was exceedingly difficult, and we have spared
110 pains to lnvestigate the facts. L'lie thme occupied might perhaps
have been shorter if the case for the steel industry had been pre-
sented by the Tata Iron and Steel Company in a more complete
form at the outset, but we desire to acknowledge cordially the readi-
ness with which the Company complied with all our requests for
information. Whatever the particular subject under enquiry might
be, the Company gave us every opportunity to investigate the facts
for ourselves, and allowed us to mspect all documerts which we
desired to sce. We had hoped also to enlist the assistance of the
business community generally in examiniug the cost of production
and kindred questions, and it was with that ob]cct that we published
i October the evidence taken at Jamshedpur in August. Our
hopes were disappoeinted, however, and we received no criticisms
of this part of the case. The witnesses from whom we endeavoured
to obtain opinions in oral examination explained that they could
not deal with the matter without a closer serutiny of the published
evidence than either they, or the bodies they represented, had
attempted. We mention the {act in no spirit of complaint, but
in justice to ourselves we desire to make 1t plain that we should have
welcomed assistance from commiercial men in the investigation of

a very difficult question.
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Greneral considerations affecting the Board’s proposals,

97. The conclusions at which we have arrived up to this stuge
Summary of the conelu- 12y be stated as follows :—
SIS,

(1) India posscsses great natnral advantages for the manu-
facture of steel owing to the richness and abundance of
the iron ore deposits and the comparatively short distance
which separates them from the coal fields.

(2) At the present time the continued existence of steel
manufacture in India is in grave jeopardy and, unless
protection is given, there is no prospect of further deve-
lopment for many years to come.

(3) The natural advantages are so great that eventually steel
manufacture in India should be possible at as low a cost
as in any other country.

(4) In the national interests it is of great importance that
steel should be manufactured in India.

(%) The prices at which steel of the kinds we are concerned
with is likely to be imported to India without dnty

are (=
Per ton,

Rs.
Burs . . i ) 3 . . . . 140
Structural shapes, 4., angles, beams. channels, ete. . . 14D
Rails, 30 1bs, and over . . 3 . . . . 140
Plates, crdinary : . 5 . . . . 150
Sheets, bluck . . i { . . . . 200
Sheets, galvanised . . . . 300

(6) The average price which gives the Indian manufacturer
a fair return on his capital is Rs. 180 a ton.

It is on these data that our recommendations are based, but
before stating them we desire in this chapter to explain our
attitude on certain general questions which necessarily affect our pro-
posals. These are the principle of discriminating protection, the
extent to which prdtection should be given by means of bounties or
subsidies, the advantages and disadvantages of specific and ad
valorem duties, the period which our recommendations: cover, and
finally the special circumstances affecting the Tata Iron and Steel
Company and the extent to which they should he taken into accovtnt
ite the protective scheme.

(55)
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98. We referred very briefly in Chapter III to the policy of
Discriminating protece discri;mi.nat-ing protection and to one of its
tien, = coroliaries, but the point requires some slight
aimplifieation.  The phrase was defined by
the Fiscal Comnission in the sensc that the temporary sacrifice,
which even the most successtul protection inust entail, should be
restricted to the minimum necessary to attain the object aimed at
This principle as we undersiand it operates in three ways :—

(1) It governs the selection of the industries to be protected,

(2) It limits the amount of the protection to be granted,
and -

(8) Within each industry it excludes from the protective
scheme those products which are not made and are not
likely to be made in Tndia.

All these aspeets are important, but it is the third which chiefly
concerns us here. Throughout our enquiry we have had the
question before us, and we have endeavoured io frame our proposals
so as to avoid interfering with products which will continue to be
imported because there is no one in India to make them. This
excludes from the scopc of our recommendations most classes of
machinery and, with one or two exceptions, everything classed as
hardware. Within the iron and steel schedule it rules out several
items of which the most important are tram rails, hoops and strips
and all pipes and tubes except those built up anfl rwetted from steel
plates.  Finally, within cach group of articles it renders it neces-
sary to leave untouched. as far as possible, those qualities of stecl
(e.q., high tensile and <pecial alloy steeld which no firm in India
has yet made, nor is likely to make for a number of vears.
Minute diserimination is not alwavs possible, but to the hest of our
ability we have formulated our proposals in accordance with the
principle laid down.

09. The steel indusiry is a basie industry and, if its price be
Protection he ~raiead by the Imposition of protective duties,
votection by means . f
of hounties op sibsidios, (e effect on other industries must be far
reaching,  For this reason the Fiscal Com-
mission pointed ont that the hest nieans of assisting a basic industry
may often he found by means of 1 bounty rather than by a protec-
tive duty.  We [ully recognize that the protection of basic industries
by means of hounties has certain obvions qdmnhrfm hut we fear
that for financial reasons anv scheme which pmpoqnd to accord pro-
tection to steel solelv by this means must he dizmissed as impracti-
cable at present. and we need not dwell on the point further. We
have, however. considered whether a scheme could be devised of a
_combination of tariff dutics and bounties so as to restrict as far a«
possible the burden on the consumer. To a Hmited extent we have
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had recourse to this expedient, but for practical reasons it is Impos-
sible to give full effect to it. During the next ycars the production
of steel at J aﬁxshedpur wiil increase from 126,000 to 420,000 tons,
and this must entail a very serious reduction in the revenue at
present derived from customs duties on steel. Any scheme of
balancing duties against bounties is in danger of breaking down
because the exira revenue from which the bounties are to be paid
is a vanishing quantity which ultimately disappears altogether.
We do not consider it possible to go further in this direction than
we propose to go (see paragraph 116 below).

100. We do not propose to discuss at any length the relative

merite of specific and ad valorem duties.
The experience of other countries seems to,

show that, with the gradual development of
the protective scheme, the specific duty plays a larger
and larger part in the tariff. ~ When the object in view is the

raising of revenue, it is natural to assess the contribution levied on
imports according to the value of the goods. But when protection
and not revenue is the goal, ad walorem duties have a serious defect,
especially when prices are subject to wide fluctuations.  When prices
are high and protection is least needed the customs duties are high-
est, while when prices are low and the need for protection is greatest,
the duties are also low. Yor this reason we have proposed specific
duties wherever possible. Tt may be necessary, however, for
special reasons, to’ make an exception in the case of fabricated
steel.

Specific  and ad
valorem duties.

101. We have based our proposals on an average selling price
o of Rs. 180 a ton for raw steel. It is impos-
B Limitation of the jhle however, on that basis to make recom-
Board's proposals to a ; : L
period of three years. mendations intended to remain in force over
a long period, for we believe that in three
or four years time it will be possible to reduce the cost of steel pro-
duction in India to a level at which the manufacturer will be able
to sell steel at a price 'much below Rs. 180 a ton and still make a
reasonable profit. We recognise that therc are grave disadvant-
ages in a scheme of protection limited in this way. We have had
it in evidence that if a new firm were to undertake the manufac-
ture of stecl, a period of five years would probably elapse before
steel was actually produced.  One of the objects protection is
intended to secureeis to produce internal competition behind the
tariff wall, and if the protective dutics are subject to frequenterevi-
sion, the prospect of the establishment of new steel works is
diminished. Tn spite of this obvious objection, however, we are
compelled to limit onr recommendations to a period of three years.
We hLave to deal with conditions as they are and not as we should

I
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hke them to be. All our proposals imply some estimate of future
world prices for steel and of future manufacturing costs. These
estimates are made at a time when prices are subject to wide
fluctuations under influences both political and cconomic, and when
the cost of steel making in India will depend on-the result of
using a process of manufacture which has not yet been tried in
the country. TIn these circumstances long views ave impossible,
and we believe it will be necessary to hold a fresh enquiry in 1926-
27, when the new plant at Jamshedpur has been working for two
complete vears. By that time world conditions may be more
stable and the general level of prices may have settled down. Tt will
then be possible to deal with production costs in the new plant on
the basis of ascertained facts instead of the estimates and conjec-
tures which have had to serve our purpose. Mcanwhile, even
though the rate of protection cannot be assured for ‘more than
a short period, it is at any rate possible to lay down the policy
definitely, and it is for this reason that we laid stress on the point
in Chapter 1IT.
102. We turn now to the special circumstances affecting the
Tata lron and Steel Company. Through-
Difficulties created by out our enquiry we have been conscious of
the fact that rolled steol  ¢he djfficulty created by the fact that there
is manufactured by cnly . i . S
one firm in Indis. is only one firm in India manufacturing
rolled steel. TInmevitably we have had to
concentiate our altention on the affaity of one company,
but we have not been insensible to the necessity of a
wider outlook. Qur estimate of the capital cxpenditure on
which the sale of iron and stcel must provide a fair return, if the
industry is to flourish, and on which the allowance for depreciation
must be caleulated, is not the actual expenditure of the Tata Iron
and Steal Company, but the expenditure which, to the best of eur
judgment on the data available, any manufacturer of iron and steel
on the same scale would have to Incur. Similarly our estimate of
the working capital required is essentially a«alculation of the extent
to which a manufacturer of iron and steel under Tndian conditions
must incur expenditure in anticipalion of receiving the price of
his finished goods. Tn respect of the works costs the only Indian
data available are the actual costs at Jamshedpur and there can
be no other for at least five vears to come. 1t was necessary
for the purposes of our enquiry that we should consider whether
costs had been raised to an unjustifiable lev@l by failures on the
patt of the technical management, but no facts have been
brought to our notice which would justify us in making a criticism
of that kind. The Jamshedpur plant compares unfavourably with
many plants in western countries in two respects—(a) the com-
paratively low outturn of the steel furnaces, and (b) the imperfect
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utilization of the surplus gases. But we are not entitled to say,
and we do not say, that a larger output of steel ingots could have
been obtained in the last four years without sacrifice of the quality
which it was all important to sccure. As for the excess consump-
tion of coal, the point was of little importance when the works were
first established owing to the low cost of coal, and even at the
time when the extensions were projected (1916-17) coal was landed
at the works at Rs. 3-8 a ton. The question of fuel economy has
now become vital, but we have laid stress on it rather because of
its importance in the future than its bearing on the past.

103. The most important criticisms of the Company which have
come to our notice relate not to the technical
management at Jamshedpur, but to the
general administration of its affairs for which the Bombay office is
responsible. Tixception has, for example, been taken to the twenty-
five year contracts for the purchase of coal which the Company
has made (see also paragraph 83 ahove). These contracts provide
that the price shall be the same as, or higher by eight annas a ton
than, the price paid by the Railway Board. The result is that
in the current year, and almost certainly in 1924-25, the Company
are paying more than the market price for the coal they buy.
It does not follow, however, that the contracts were ill-judged.
There may be room for doubt whether it was necessary or ex-
pedient to make contracts for so long a period as 25 years or for
so large a quantily as three-quarters of a million tons of coal.
But since the Railway Board is by far the largest purchaser of
coal in the market, any firm which can sccure supplies at or about
the price which the BRoard is paying should have a reasonable as-
surance that the price will be below and not above the ordinary
level. These expectations have been falsified recently owing to
causes which could not be foreseen, but when the three-year con-
tracts made by the Board expire, the Company will no doubt again
secure its coal at a reasonable price.

The coal contracts.

104. The contracts made with the Railway Board and with
certain Railway Companies stand on a
different footing. The earliest is the con-
tract with the Bengal Nagpur Railway Company which was
negotiated in 1915. Next in order are the contracts with what
are known as the Palmer* Railway Compunies which were made
in 1918, while the ®ontract with the Railway Board, which is
latest in date, was made in 1919. All the contracts took effect

The rail centracts,

* The Bombay, Baroda and Central India Railway, the Madras and Southern
Mahratta Railway, the Nizam’s Guaranteed State Railway, the Bengal and North-
Wostern Railway, the Burma Railways and the Assam Railways and Trading

Company.
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from 1st April 1920, and their duration and the prices fixed are
shown 1n the following statement :—

Name of Railway Duration of Prices fixed
Administration. contract. per ton,

Bengal Nagpur Rail- & years till 31st March Rails . . 110
way. 945, Pishplates, . MO
Pualmer Railways . 6 years till 31st March Rails . . 1228

1926, Fishplates . . 1828
Railway Beard . 7 years till 31st March Rails . 130
1927, Fishplates 160

The prices actually received from the Railway Board were never
so low as those fixed by the contract, By special arrangement the
Company received, up to the 30th September 1921, a certain per-:
centage of the difference between the contract price and the market
pricc in England, and from the 1st October 1921 onwards, by
arrangements renewed from time to time, the price has been fixed at
Rs. 156 a ton. The Company has furnished us with a statement
explaining fully the reasons why they considered it desirable to
make certain of the sale of their staple product for a period of years
after the war and how the prices were fixed. We do not propose to
discuss these explanations at length. Events have proved that
the Company was wrong in its judgment both as to the price
likely to be obtained for rails in the open market and the cost at
which it could manufacture. Similar errors in judgment were
frequent both during and after the war, and ordinarily bargains
which prove unprofitable furnish no ground for State assistance to
the party who has suffered. . But in this case Government is itself
the proprietor of nearly all the Railways with which the contracts
were made, and in so far as the contracts have entailed loss to
the Company, they have at any rate secured a very substantial gain
tc the tax-paver.* We do not think this fact can be ignored, once
it is decided that the steel industry should be protected.

105. During the last three vears the Tata Iron and Steel Com-
pany has had to face very serious difficnlties.

Financial difficolties of  The time occupied in the construction of the
Eh:mT’;t)“ Tron andSteel  qreater Fixtensions has cxceeded the original
pany: estimate by three or four years and the cost

* The Tata Iron and Steel Company estimate that the tolal saving to the
Railways from these contracts in the two years 1920-21 and 192122 was Rs. 142
lakhs. This estimate assumes that, but for the contraces, the Railways would
have %ad to pay for imported rails and fishplates the prices quoted in the trade
papers. In fact, however, rails can always be purchased for export in large
quantities at prices suhstantially below the trade paper quotations. If a deduc-
tion of Rs. 20 per ton he made from the guoted prices on this account. and if 80
per cent. of the savings on the Company-worked lines is taken as the Government
share, the net saving to the tax-payer for the two vears is Rs. 108 lakhs. Further
savings have also accrued in the last two years, but owing to the low price of
imported rails these are much smaller.
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of the scheme has also proved much higher than was at first ex-
pected. One result has been that the Company had to face the
great full in prices in 1921 without being able to utilize the new
and more economical plant which was being installed. Another
consequence is that the share capital originally raised to meet the
cost of the extensions proved inadequate, and the Company has
laboured under the necessity of raising fresh capital otherwise in
order to complete the new works. In these circumstances the fin-
ancial resources of the Company have been severely strained. In
some of the evidence we have received, these financial difficulties
have been referred to as if the supposed need for proteciion was
created solely by them, and it has been argued either that the
situation could be met by a reconstruction of the Company with a
reduced capital, or that if State assistance is given, it should take
the form of a loan or guarantee. In view of these criticisms it is
important that we should make our position clear. In our judg-
ment, the need for protection does not arise from any question of
finance, but from the difference between the price at which steel
is imported and the price at which the Indian manufacturer can
sell. The main reason for the wide difference between these two
prices is the present high cost of production in India. This
i= undoubtedly duc in part to the delay in bringing the
new plant into operation, but it is not due at all to the
difficulty in raising capital. Tt 1s for this reason that we
do not propose to examine the validity of the criticisms
frequently made regarding the high dividends paid by the Com-
pany in certain years. It is obvious of course that, if dividends
had been restricted, the Company’s financial position would have
been easier, and less outside capital would have beén required.
But the need for protection would have been exactly what it is
to-day. The extra loans which the Company has had to raise do
not enter at all into the cost of production as we have determined
it.

106. It is desirable that we should indicate to what extent, in
Extent to which special our opinion, the special circumstances affect-
civcumstances  affecting 1Ng the Tata Iron and Steel Company may
the Tata Iron and Steel justifiably be taken into account in the pro-
Company have affected posaly we are about to make. Tn the first
our proposals. place, we think that account must be taken of
the present high level of costs and the fact that the economical
production which the new plant ought to give will be attained only
gradoally. In so far as the present high costs are due to th& price
of coal, allowance should be made because any manufacturer of
iron and steel was likely to be affected in the same way. The
Tndian Tron and Steel Company has made precisely similar con-
tracts for the supply of the coking coal required for its blast
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furnaces, and Mr. Tarlton (of Messrs. Bird and Company) giving
evidence for the United Steel Corporation of Asia expressed the
opinion that on the average a contract of this kind was likely to
result in favourable prices. In so far, again, as higher costs
during the transition period are due to difficulties in working
an unfamiliar process of steel manufacture, the same difficulties
would affect any firm commencing to manufacture steel in India,
and even to a greater degree. Finally, since the object of pro-
tection is to preserve and develop the steel industry, the measures
taken must be adequate for their purpose, and must do justice
to the facts of the case. Whatever reasons may exist for with-
holding protection altogether, there are none for any scheme which
at once raises prices to the consumer and at the same time fails
to preserve the industry. The general principle which underlies
onr recommendations, therefore, is that the assistance granted
should snffice to give the Company—

(a) when they reach their full production a fair return dn
their capital outlay after meeting all overhead charges,
provided the works expenditure 1s reduced to a reason-
able figure, and

(b) the minimum of assistance required to tide the industry
over a difficult period.

It is in the light of these considerations that we have taken
Rs. 180 a ton as the basic selling price for the manufacturer.

107. In the second place, we think that the form of our proposals
may rightly be affected by the special posi-
tion as regards rails. So long as the Com-
R pany is hound under contract to supply rails
at a certain price, the imposition of a tariff duty must be largely
nugatory. The object of protective duties is to secure a fair price
to the producer, and it is quite uscless to raise prices to the con-
sumer if the manufacturer is no better off than before. It has
already been pointed out, moreover, that the tax-payer, as the
ultimate proprietor of the Railways, bencfits directly fromn the con-
tracts, and if the T.egislature, representing the tax-payer, decides
that it is expedient in the public interest that the manufacturer
should receive a higher price, it seems natural to adopt the most
direct method of securing that result. The circumstances clearly
point, therefore, to the advisability of dealing with rails by way of
bounties rather than by way of tariff duties.

108. One very serious question remains for consideration name-
The butden on other 1Y, the burden which protection for steel
industries and on the con- i likely to entail on other industries and on
sumer. the consumer. But it is clearly more con-
venient to defer its discussion until we have explained our propo-
sals, for a purely hypothetical discussion is likely to be infructuous,

Special treatment re-
quired for rails,
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Recommendations regarding the protection of the steel
industry.

109. We shall now state and explain the proposals which we
recommend to the Government of India for
adoption. In this Report we shall deal
primarily with what may be called raw steel,
i.e., the products manufactured by the Tata Iron and Steel Com-
pany. Of these the principal are—

Scope of the Board’s

recommendations.

Structural shapes, t.e., beams, angles, channels, etc.
Plates, ship, tank and bridge.

Bars and rods, common.

Sheets, black and galvanised, whether corrugated or plain.

Rails and fishplates.

The consequential effect of our proposals on the engineering
industry and on the use of wrought iron will also be briefly dis-
cussed. But our recommendations regarding what may be called
the subsidiary industries (linplate, enamel ware, agricultural im-
plements, etc.), mnust be reserved for the Second Repart which we
hope to submit at a very early date. In the proposals now made
we have aimed at securing to the manufacturer an average price
of Rs. 180 a ton, but in one or two cases we have gone slightly
above or below this figure.  Sheets, whether galvanised or plain,
stand on a different footing and, have been dealt with specially.

110. Structural s'hapes (that ts, beams, angles, channels,
etc., unfabricated)—The average price
at which steel of this kind 1s likely
to enter India without duty is Rs. 145 a ton and the present
tarill valuation is Rs. 150 a ton for-angles and Rs. 170 for channels
(a figure which seems to us excessive). Other shapes are assessed
ad valorem, thee rate of duty being 10 per cent. in all cases.
The present duty may be taken as Rs. 15 a ton on the average.
We propose a specific duty of Rs. 30 a ton, which is
equivalent approximately to a 20 per cent. duty. A somewhat
higher duty of Rs. 83 a ton would be required in order to raise the
selling price to Rs. 180 a ton, but we have preferred in this case

(63)

Stractural shapes.
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to take a slightly lower figure. It is through the price of struc-
tural steel that the engineering industries and the Railways are
most likely to be affected, and we are anxious that the burden on
them should be lightened as far as possible. We have taken into
account also the fact that our proposals about rails (see paragraph
116 below) will, at any rate in the first year, give the manufacturer
raiher more than Rs. 180 4 ton. Steel angles and channels are as-
sessed in the tariff schedule separately from wrought iron, all beams
are entered in the * iron or steel ’ section of the present schedule.

111. Plates.—The price at which ship, tank and bridge plates
Plates are likely to enter India without duty is

™ Rs. 150 a ton and the present tariff valuation

is Rs. 150. We propose a specific duty of Rs. 30 a ton on plates
of this kind. DBoiler firebox and special quality plates will remain
subject to the present tariff, but as their valuation is Rs. 300, all
plates will in effect pay the same duty of Rs. 30 a ton. Wrought
iron plates are not in common use and such as are imported are
nearly all of special qualities. The cost of manufacturing plates
at Jamshedpur has hitherto been a good deal above the correspond-
ing cost of rails and bars.. We have taken no account of that fact,
however, for the plate mill Las not hitherto been worked to any-

thing like capacity.

112. Bars and rods.—The price at which ordinary steel bars and
rods are likely to enter India without duty is
Bars and rcds. Rs. 140 a ton, and the present tariff valuation
of common bars is Rs. 135 or Rs. 150 a ton according to size. The
present duty is therefore Rs. 13-8 or Rs. 15 a ton. We propose a spe-
cific duty of Rs. 40 a ton, the incidence being from 27 to 30 per
cent. This proposal does not affect Swedish bar, and similar
qualities, bars made of crucible or high tensile steel or bars which
are galvanised, tinned, planished, polished or lead-coated. These
remain subject to the existing duties, and wrought iron bars are
in a separate part of the schedule. The specific duty of Rs. 40
a ton is not sufficient to enable the Indian manufacturer to sell
his bars at an average price of Rs. 180 a ton in competition with
Continental bars in all Indian markets. We have taken
into account, however, the fact that at Jamshedpur bars are
manufactured to a standard with which the Continental
bar does not always comply, and that they tend rather
to cpmpete with bars manufactured in the® United Kingdom,
the price of which is somewhat higher. We have also made
allowance for the fact that in some of the up-country markets the
Indian manufacturer, owing to the favourable rates he can secure
for complete wagon loads from the Railway administrations, is in a
stronger position to meet competition.
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113. Sheets.—The Tata Iron and Steel Company will manu-
Sheets—galvaniced and fucture_ both ordinary and black sheets and
black not yet manulae- galvanised sheets. It is entirely uncertain,
tured in Indin. however, what the cost of manufacture will
be, for the Company have not yet set their sheet mills in motion,
and are not likely to do so until Septermber 1924. The only
evidence we have us to costs is the estimate made by the Company
at our request on the basis of 1921-22 coal prices. This estimate
puts the works cost of black sheets at Rs. 149 a ton and of galva-
nised sheets at Rs. 104 a ton. The present tariff valuation of
black sheets is Rs. 175 a ton (which is, we think, a low figure),
and that of galvanised sheets is Rs. 300 a ton which agrees with
the figure at which we arrived. It will be scen that, if the Com-
pany can manufacture sheets at figures approaching those they
have given, the existing price plus ten per cent. duly gives them a
much larger margin above the works cost than they have in the
case of other products. On the other hand, the estimate is for
the cventual cost when manufacture has been going on for some
time, and the actual cost during the first two or three years of
manufacture will unquestionably be higher. 'We do not think that
at the outset the manufacture of sheeis can be established in India
without protection of some kind. At the same time, in the absence
of data as to the cost of manufacture, our proposals must be limited
to the lowest amount which hagany chance of attaining its object.

114. The enfries regarding sheets, whether galvanised or not,
in the present torifl schedule are somewhat

Black sheots—prepesals, ! :
WESTPIERE complicated. Ungalvanised sheets fall under
. c

four entries— 5
Tariff Valnation Precent

per ton, duty.
Rs. Rs.
Sheets  which have been  ed'd rolled,
smeethed (including planished) pickled
car cleaned by acid cr other material or
process . . . . . 00 20
Sheets black, plain . . . . 175 17-8
Sheets, black, cerrugated up to and includ-
ing 26 Gauge . . . . 300 30
Cheets black corrmanted abeve 28 Gauge . 400 40

The valnation of the corrugated sheets must be due to some
misapprehension, for the corrugation cannot possibly make a
difference of anything like Re. 125 in the valne.  The average value
of black sheets, corrngated and plain, may be taken as Rs. 200 a
ton, and we propose that these sheets should be subiject to a
specific duty of Rs. 30 per ton, which is equivalent to 15 per cent.
Sheets [alling under the firet entry will remain subject to the
existing duty. We have not thonght it necessarv to diseriminate
wrought iron sheets of which the imiports are neglizible.

Sugd
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115. The present classification of galvanised sheets for tariff
Galvanised sheets--pro- purposes is as follows :—

posals,

Tariff Valuation Present
per ten, duty.

) Rs. Re.

Corrugated up to and including 26 Gange. 300 30

” woom » above 26 400 40

Gaunge,

Plain up to and including 26 Gauge 3:0 32

" o " above 26 Gange 425 423

It is not obvious why the plain sheets should be valued more
highly than the corrugated. We propose a uniform specific duty
of Rs. 45 a ton for all galvanised sheets. This makes practically
no difference to the very thin shects above 26 (fauge, and amounts
tu about 15 per cent. on the thicker sheets which are in common
use.

116. Rails and fishplates.—We have already explained (para-
graph 107 above), why, in our opinion,
rails  should be treated differently from
other stecl products. The - present duty is 10 per cent. ad
valorem for which we think a specific duty of Rs. 14 a ton might
with advantage be substituted. But the additional assistance which
the Indian manufacturer requires ought, we think, to be given in
the form of a bounty. This is the more desirable because the
increase in Railway costs will be very greatly diminished. The
price at which rails are likelv to enter Tndia without duty is Rs. 140
2 ton which the addition of the duty would raise to Rs. 154. We
propose that bounties should be given on the manufacture of rails
(30 1Ibs. and over) and fishplates for the next three vears in accord-
ance with the following sliding scale—

Rails and fishplates.

Rx.
1924-23 . . . . . . . « 32 ten,
1995.96 . . . . . . . .26
192697 _ . . . ) . .20

Save in so far as the Indian manufacturer is bound by long-term
contracts, the effect would be to give him Rs. 187 a ton for rails
in the first vear, Rs. 181 in the second and Rs. 175 in the third.
There are two reasons why a sliding scale is desirable. Tn the
first place, the existing contract with the Bengal Nagpur Railwvay
will terminate in March 1925, the contracts with the ‘“ Palmer
Railways in March 1926 and the contract with the Railway Board
in March 1927. Tn each vear. therefore, thq manufacturer will
receive for the roils he sellsa price more nearly equal to the current
world price. and In the second place ensts will fall as production
increases. For both reasons the need for outside assistance will
diminish from vear to vear. The hountv should. we propose, he
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payable only on such rails and fishplates as are passed by the Gov-
ermmnent Metallurgical Inspector at Jamshedpur who inspects all
rails manufactured for: the Indian Railways. As the Inspector
maintains in any case complete records of the quantities of rails
pasgsed by hin, the determination of the amount payable on account
of bounties from time to tiine presents no ditficulties. Under these
conditions the bounty will not be payable on light rails (under 30
1bs.) which are sold principally to private consumers. The imported
price of these is variable but may be taken at Rs. 140 a ton. We
propose & specific duty of Rs. 40 a ton on such rails and on fishplates
therefor.

117. In the present tariff certain kinds of wrought iron, viz.—
Iffect of the Board's angle, cha,nnel‘, bar and rod-—are included in
propusals onthe wse of & Separate section apart from steel. The effect
wrought iron. of an increase in the duties on steel may
quite possibly be to increasc the imports of wrought iron. For a
iumber of purposes for which bars and angles are used, wrought
iron is as suitable as steel (indeed in some cases preferable), and
for many other purposes iron svould be accepted as a satisfactory
substitute for steel if it were a little eheaper. 'The manufacture
of wrought iron in Turope has, we are advised, been affected by
post-war conditions even more adversely than that of steel, and
plant now lying idle there could guickly be brought into production
and supply large additional quantities of iron to India if there were
s demand for it. Before the war, wrought iron of the commoner
kinds was more expensive than steel, but during the last two years
the difference in price has heen small and there have even been occa-
sions when Belgian iron bars have been quoted at a slightly lower
price than Belgian steel bars. In thesc circumstances we see no
alternative, if the protection given is to be effective, but to raise the
duties on certain kinds of wrought iron, even though it is not pro-
duced in India and the ordinary arguments for protection do not
apply.
118. The present  tariff classification of wrought iron bar and
Wrought iron bar and rod is as follows :—

rod —proposals.

Tarifl valua- Present duty.

) tion.

Bar and Rod— Rs. per ton. Re.

Qualities superior to grade A of the B. E. 8. A%
Grade A of the B. EsS. A, and . . . 360 35

Crown quality and intermediate quulities—

Over } inch in diameter or thickness . . 160 16
3 inch and under . . . . 190 19
Common . . . . . . 140 14
Ditto  if galvanised, tinned or lead coated . 180 18

* British Engineering Standards Association.
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When wrought iron bar of the super
1t is nearly always because it is required for a purpose for which
steel is not so suitable, and it is not desirable to raise the cost of
such bar if this can possibly be avoided. It is common bar which
1s likely to compete with steel, and we propose that a specific duty
of Rs. 35 a ton should be imposed on common iron bar and rod
{(not coated with other metals), the duty on the other qualities to
remain as at present. 'The incidence of the duty will be 25 per

cent. on the present valuation. 'I'he corresponding duty proposed
for common steel bar is Rs. 40 a ton,

ior qualities is imported,

119. The present tarifl classification of wrought iron angle, teo

Wrought iron anmgle @nd channel is as follows :—
and chanuel --proposals.

Tariff valua-

ton. Present duty.
Rs. Rs.
Angle and tee ~Crown and superir qualitios. . 200 20 °
Other kind:. . : - . 160 10
Do 3f galvanised tinned ovilend coated 200 20
Channel . Lo 17

Wrought iron angles and ¢hannels are not so likely to compete
with steel as wrought iron hars, 'lhe duty proposcd for steel
angles aud channels is Rs. 30 a ton which is likely to raise the
selling price to Rs. 175 a ton, and unless the price of wrought iron
sngles dropped below the present turiff valuation, they would be no
cheaper than steel. A comparatively small decrease in the price
might, however, lead to increased nnports of wrought iron. [t
will suffice we think if w speeifie duty of Rs. 20 a ton is imposed
on wrought iron angles and tees, “other kinds * (not coated with
other metals) and ou iron channels. The present tariff valuation of
iton chunuel seems to us high. The superior qualitics of angles
and those coated with othier metals would be left as at present. The

effect would be that all iron angles and channels would pay the same
daty of Rs. 20 a ton.

120. Our recommendations regarding the Engineering industry

“will be made in our Second Report, but we
cannot close this Chapter without some aliu-
sion to it. The principal raw materials of
the industry are cast iron and steel, and the inevitable increase in
the price of steel resulting from our proposals must raise the costs
of all firms which fabricate steel. From the evidence we have
received it is obvious that for the last two vears foreign competi-
tion in all fabricated steel has been extremely severe, and a sub-
stantial increase in costs must be a serious blow to the industry.
On that aspeet of the case, however, we do not now dwell. Our

Fabricated steel and the

Bngineering industry,
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immediate object is to point out that the market for certain kinds
of steel manufactured 1n India, viz.—all structural shupes, platcs
and Lo a smaller extent sheets and bars—depends on the existence
of the engincering firms. No discrimination is ultimately pos-
sible between the manufacture of raw steel and its fabrication, for
the two are inseparably connected and stand or fall together. It
would be of little use to protect the manufacture of unfabricated
stecl, 1f the result were that the demand [or it greatly diminished.
We are satisfied from the evidence we have taken that, if the pro-
posals made in this chapter are adopted, it will be necessary to
raise the duty on fabricated steel to at least 20 per cent. and
possibly to 25 per cent. in some cases. We defer our specific re-
commendations not because we are in any doubt as?to their general
scope, but because their claboration and completion would have
delayed our Report on the main issue.

121. Tt was our intention to put forward another proposal of a
Payment of  Custems more general kipd.' It was stropgly urged
Duty by all Government Dy 2 number of wituesses—particularly by
Departments, representatives of the engineering firms—
that Customs duties should be paid by all Government depart-
ments on stores imported by them. Under the existing Store
Purchase rules, the duiy is to be taken into account when the
prices of imported goods are compared with the prices of articles
produced in Tndia. But our attention was called to cases in
which the rules had been disregarded or overlooked, and this is not
unnatural, for by importing from the Stores Department in
Tngland the indenting officcr may be able to relieve himself of
trouble and responsibility. —The announcement of the Government
of India that the law will be amended so us to necessitate the actual
payment of Customs duty on imported stores (with a few specified
exceptions) makes it unnccessary for us to submit a recommenda-
tion. The new procedure will ensure that any extra cost involved
by importation will be reflected in the accounts of the spending
department, and a pewerful influence will come into operation
tending to sccure observance of the rules. The object of protec-
tion is to secure the Indian market for the Indian producer, and
the (tovernment purchases of iron and stcel constitute a large
part of the effective demand. The evidence given by the engineer-
ing firms suggests that rore than hall their sales of fabricatd
steel were to Government, to Railways and to other public bodies.
The point is therefore of importance in connection with the manu-
facture of «leel, and it is for this reason that we have referred
te it.
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Objections to protection for steel and the burden on the
consumer,

122, In the lust Chapter we stated and explained our proposals
for granting proefection to the steel industry,
and it remains that we should examine the
objections to e grant of protection for steel and the cost to the
country of the measures we recommended.  When we submit
our Second Report we shull estiinate what the total burden
is likely to be and how it s likely to be apportioned
as between industries and the consumer generally. In
this Chapter we shall first explain the point of view from which
we have approached the problem and discuss briefly the gencral
chjections which have been urged. Thercafter we shall deal with
the increase in Railway costs, the tariff on machinery and the
effect on one important industry of our proposals. For this pur-
pose we have sclected the jute industry because it is the only one
in which some of the data necessary for an exact estimate have
been placed before us.

Scape of this Chapter.

123. One important point autst be made clear at the outset.
The general questicn of The general question of free trade versus pro-
Free Trade aud Protec-  Lection is not is any way within the terms of
tion not befire the our reference, and in so far as the objections
Beard. to protective  duties brought before us,
whether in written representations or in the oral cvidence, merely
state the objections to ull protective dutles, they are beyond our
scope and need not be discussed. ~ But we are hound of course to
consider the special eircumstances affecting” the steel industry and
whether the cost of securing its development is greater than the
advantages likely to be obtained. " The steel industry is a basic in-
dustry in the full scnse and any increase in the price of stecl has
far-reaching cffects.

124. The principal objections to protection for steel which have
Principal chjections to  been placed before us nfay be brieflv stated
protection for steel. as follows (—

(1) The Indian agriculturist is very poor and a higher price
for steel means that the implements of his daily work
will cost him more.

(70)
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(2) Protection for steel is contrary to the interests of agri-
culture, because it will involve a considerable reduction
of imports into India and consequently of exports from
India, and the foreign market for India's agricultural

" products will therefore be restricted.

(8) The costs of every industry in India will be raised if the
price of steel goes up and the effect of a duty on steel is
thercfore cumulative and far-rcaching. In particular
it would aflect profoundly both the Railways and the
coal mines and would tend to keep both Railway rates
and coal prices at an excessive level.

We are indebted to Mr. Pilcher of Calcutta for a very full and
able discussion of the question from this point of view, and
the same arguments in substance were advanced by several com-
mercial bodies, of which we need only mention specially the Bengal
Chamber of Comruerce. '

195. The first objection does not require any lengthy discussion.
An increasc in the duty on steel bars will
undoubtedly tend to raise the cost of such
steel as the agriculturist ordinarily uses, but
that gquantity is very small. 1f all the steel
bars imported into, or produced in, India were used for no other
purpose than to provide the agriculturist with steel, an increase of
the duty to 80 per ceni. would mean an annual burden of about
Rs. 43 lakhs spread over a population of 300 millions, or much less
than one anna a head. Wae agree with the Director of Industries,
Bihar and Orissa, that the direct effect of protection for steel on
agriculture is negligible, and that the cultivator will be affected, if
at all, mainly through any consequential increase in Rail-
way rates that might result, to which we might add the
ircreased cost of bridges in rural areas. It would be different
if it were intended to impose a protective duty on agricultural
implements generally. But only one stch proposal has come before
us and it is of very restricted scope.

The direct effect upen
agriculture of protection
for steel.

126. The second objection also need not detain us long. Tn so
Reduction of imports far as the argument is valid at all, it is a
and cxports and restric- general argument against any measure de-
tion of the market for  signed to secure the development of indus- -
agrieuttur) preduce. tries in India on a large scale and has no
special application to steel. The development of Indian indusiries
is, we anderstand, the accepted policy of the Government of India,
and in so far as it is successful it must tend to reduce imports, for
the time being at any rats, whatever the ultimate effects may be.
We should stultify ourselves if we admitied that the natural conse-
quences of the policy are arguments against any attempt to carry
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it out. Mr. Pilcher in his oral evidence suggested that the reduction
of Indian imports, aud consequently of exports, was open to objee-
tion—(a) because it was produced by artificial means and not the
result of natural and healthy development, and (b) because it meant
the sudden displacement of a large body of imports. The answer is
that the steel manufacturer has no choice. Since large units are
essential to cheap production, a policy of slow and imperceptible
growth is out of his power. The industry must develop by sudden
jumps or not at all. Quite apart from any question of protection,
moreover, the increased Indian production of steel is imminent and
the new plant at Jamshedpur is almost ready to operate. Unless
the manufacture of steel in Tndia is to cease altogether, a heavy
reduction in imports is inevitable, since the only chance of cheap
production is to utilize the new plant to the full.

127. The real difficulty we have to meet is the third, and we
Bffect of pretection for fullv appreciate its importance. Protection
steel upcn cther indus- for sfcel must entail some inerease in costs to
tries. other industries, and we recognise that it is
incumbent on us to explore the eonsequences which must follow
the adoption of our proposals. But before we discuss somne parti-
eular aspects of the casc, there is one gencral point to be cleared
up.
128. The picture of the disastrous consequences of protection
Apprehension vezard- fo‘r steel, so forcibly presented to us by Mr.
ing Future developments  Pilcher and the Bengal Chamber, owes its
of protection for sfeel. mnost vivid eolouring, we think, to an underly-
ing feeling that the real danger is created not by the policy of
discriminating protection accepted by the Government of India and
the T.egislafive Assembly, but by a policy of indiscriminate protec-
tion for all kinds of steel. Strong apprehensions were evidently felt
that, however the scheme might be limited at the start, the first step
would have been taken on a slippery path, and that sooner
or later all kinds of steel would be involved in a common fate. But
this view involves a doubt as to the possibility of adhering to the
policy adopted, and we cannot within the terms of our reference
discuss it. We have been appointed to advise the Government of
India by what means and to what extent effect can be given to their
policy, and objections to the policy itself are beyond our scope. We
have to consider the sacrifices which that policy may entail on the
commumity and not the burden which a different policy wonld bring
with it. We are not called upon, therefore, to discuss the remoter
consequences which protection for steel may bring in its train. The
case might be different if it secmed probable that the cost of steel
production were likely to remain at its present level for a Tong
period of years, for existing industries would then have to develon
and new industries come into existence on the basis of high steel
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costs.  But we have found good grounds for believing that produc-
tion costs will fall substentially in the nexst three or four years,
and in that case the burden will be lightened at no very distant
date. If our cxpectations are justified, the industries which use
steel as their raw material will be gradually built up on the basis of
steadily diminishing steel costs. This is important because it is
the primary cost of raw steel which ultimately determines the level
ot costs in all the dependens industries.
129. We now turn to the effect of our proposals upon the Rail-
Effect of cuv proposals ways. The impOSiﬁon .Of pl‘ote(fﬁ\'(‘f‘, duties on
on Pailwar  costs—  Steel ust necessarily involve an increase in
firurcs  For the East  Railway expenditure, and it is here that the
Indian and Pengal Naz- consequences may be most serious. It is of
pur Railway svstems, 0 3 . . I i . ;

. great importance to the industrial prosperity
of the country that Railway rates should be kept as low as possible,
and in so-far as protection for steel tends to raise rates, or to
prevent a reduction which might otherwise have taken place, it is
open to obvious attack. The Railway administrations which
supplied us with the most complete information were the Tast
Tndian Railway Company and the Bengal Nagpur Railway Com-
pany. The figures they gave for the inerease of expenditnre which
would result from a 333 per cent. duty are as follows :—

A

| TASY INDIAN ParTL- Fryxuax Nagerr
WAY. RatLway,
Caypital. | Revenne, | Capitad, | Revenue
SR, - » R N P
-
U Tukhs, | R Takba, | Bs, Iakhs | R Jakhs,
Rails, fishplates, sleepers . . . 586 409 1224 657
I
Steol in wazoms and under-frames . SR 300 &8 1-50
i |
R N { . -
Unfahricated steel . . . . IERIH 25 Y
Structurid el (fahricatol) . 305 .. 196 -98

Tot st . 25 U 2109 , 984

These figures make it cleav that it is through rails and wagons that
protection for steel would chiefly affect Railway costs. We have
proposed (paragraph 116 above) to deal with rails by way of a
bounty, so that there will be no increase of Railway expenditure on
that account. OQur recommendations regarding wagons will be
submitted in our Second Report, but we may sav at once that we
shall have no proposal to make for a protective duty on imported
wagons.  When wagons and rails are deducted, the balance remain-
ing is not large. The Tast Indian Railway apparently anticipatcn

K
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that the whole of the other steel will be required on capital account
which seems an improbable supposition. The Bengal Nagpur Rail-
way shows three-quarters of the unfabricated steel and one-third of
the fabricated steel under revenue. Tf the requivements of the Kast
Tndian Railway are divided in the same proportion, the figures for
the two Railways together ave —

Capital, Revenue,
s 1akhs,  Rs. lakha.

Unfabricated steel . . , . . . . H8 174
Fabricated steel . . . . . . . 83 266

ToTAL . 301 440

The above figures are based on the difference between a 10 per
cent. duty and a duty of 33} per cent. The increase of expenditure
resulting from our proposals will be about one-half the Railway
figures in ihe case of unfabricated steel and two-thirds in the casc
of fabricated. The corrected figures for the increase of expenditnre
in the two Railway systems will then be—

Capital. Revenue.
Iis. lakhs. Rs. lakhs.

Unfabricated steel . : - r R +290 87
Fabricated steel . i . : J . 3.55 177
Toran . 381 2:01

e e ¢ — o — e

130. The total capital outlay on the East Indian Railway and

. Bengal Nagpur Railway together is nearly
m:}\”g'x‘f&i m::’;‘ed ‘f'f, i fourth of the total capital expenditure
all Indian Railwars. on all the Indian Railways and in 1922-23
' they werc responsible for about one-fifth

of the working expenses of all TRailways. On this basis
the increase in the capital expenditure of all the Railways would
be Rs. 154 lakhs capital and Rs. 13:2 lakhs revenue, or about
Rs. 99 lakhs in all.  These figures are approximately 07 per cent.
of the capital outlay and 02 per cent. of the working expenses of
all the Tndian Railwavs in 1922-23. Tt does nof seem probable
that the Railway rates and fares would be seriously affected by
increases of this order of magnitude, and in fact the
increase in working expenses would he fully counterbalanced by
a reduction of something less than 4 annas a tou in the cost of coal.

131. Befcre we can discuss the effect of protection for steel on
' Indian industries generally, it is necessary
to explain the position as regards machi-
nery. The question to what cxtent the
manufacture of machinery in India is likely to be affected by pro-
tection for steel is a very important one. but we have found it

The tariffi on machi-
nery.
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impossible to investigaie it fully n our present enquiry.  The
subject is intricate and demands a closer and more detailed exa-
mination of the facts thun we could attempt, if we were to do justice
to the major question of protection for stecl. But even if consi-
derations of time had not interfered, there would still have been
difficnlties.  Any enquiry into the tariffl on machinery necessarily
raises certain general questions not specially connected with steel,
and we could not, within the terms of our reference, discuss fully
these wider issues.  We believe that the proposals we lLave made
regarding steel will, if accepted, necessitate a very early inquiry
into the machinery question, but in that case the cost of steel will
be only one of the factors in the problem. Tfor these reasons we
liave no proposals to make at present regarding machinery, and all
articles which under the present fariff are classed as machinery
will be unaffected. But hefore passing from the subject it seems
desirable that we should draw attention to certain aspects of the
case which are apt to be overlooked.
132, In the arguwents against protection for steel which have
o o been placed before us, it has usually been
The principle of dis- o pied that higher import duties on raw
criminating — protection ;) [ x| e s . .
and its application to the steel necessavily entail high protective duties
tarifl ¢n machinery. on all elagses of  machinery, and
on that basls it is easy to show
that w heavy burden would be hnposed on most industries.  But
i necordance with the principle of discriminating protection which
has Dbeen lud  down for o gmidanee, all classes of machinery
which are not priufactured 4 Indin are excluded, and this eli-
minates at the outset a great deal more than half of the machinery
imported. Tn the second place, 50 far ax machinery is composed of
materials other than steel, ¢.g., brass or cast tron, or of special
qualitics of steel not produced in India, it is unaffected by the
increase in the duties we have proposed. 1t follows that, even if
as a result of protection for steel, protection had to be extended
to those kinds of machinery which are manufactured in Tndia, a
comparatively small increase in the duty might suffice to com-
pensate for the higher cost of steel. T'wo illustrations of the latter
point may be given.

138, Messrs. Burp and Company supplied us with the following
The cust of steel in ﬁgll}'es for the cost of a colliery winding
winding engine. cngine - —

Rs, A,
Present cost price of engiue . . . . . 5444 8
1*ost of steel naterial including 10 per cont. duty as at
present charged . . . . . . 736 10
Cost of steel material indduding 334 per cent, duty . 802 13
The extra cost of steel material dne to this ineveased duty
is therefore . . . . . 156 3
This is cquivalent toan brerease in the cost of wanufacture
of . . . .

. . . . . 3 per cent,
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The increased cost resulting fipm our proposals will probably
not be more than Rs. 100, or about two per cent. of the cost of the
engine. In this case clearly the compensating protection required
15 not very heavy.

- 134, The second illustration ix  taken from jute wachinery.
i o Three firms manulacturing such wiachinery
The erstofsteelin Jule  camme to our notice, of whom two sent ux

machinery, . ) . .

: written statements, and we also examined a
representative of one of them orally. ‘Uhis gentleman (Mr. Combe
of Fairbuirn, Liawson, C(ormabe and Barbour (India), Limited) sup
plied us at our request with a statement showing the various Jinds
of iron and steel which lis firm requived for the manufacture of
jute wmachinery. The total quantity required for normal opera-
tion is 200 tons a vear and the Nt is as follows 1~

Cost . 3, f.
Culeuttn Quautities

per ton, tovis,
- Rs.
(¢} Drawing rollers of drawings wid tovivzs(sted) U8 213

(&) Drawing and relaining vallec  of sphininges

(wrought lron) 00
(1d) Pauller steel for drawines and rovings 41
{70} Spindle slect N 36
(e} Special free entting steel Forsiuds j . 255
(ri) Bright drawn baes commereial 1 5 . Not given 484

Adl these items except (iDrand (o ace steel of special qualitics
and as such will not be alfected by the specific dotyv of Rs. 40 a
ton which we have proposed for comunon steel bar.  The wronght
iron Gtem 70 i atso of a superior quality and will remain subjeci
to the present taxiﬂ' while the bright drawn bars (itemr (o9 ) fall
under the entry in the stecl x(hedulc * Bar, galvanised, tioned,
planished, polished or lead conted ™" which we have left unvlnn«wd
But even if items () and (e had becowe sibject to the specific
duties we liave proposed for connnon iron and steel bars, the increase
i the firm’s annual costs would bave been only about Rs. 1,600,
about 2 per cent. of the coxt (delivered at works) of all the iron
and steel bars used by the finn for the manufactore of jute mill
machinery.

135. We have thought it worth while o give these illustrations

) ) ~ ot length, because they bring out the point
Uigh peoportion oi 4 detailed engnivies ave necessary before
steel in certain kinds of ! - N it CogL
nachiner, the effect of e steel tariff on machinery
costs can be ascertained.  Cases have also

come to our notice in which certain articles now clussed as machj-
nerv will be much more seriousty affected by aur proposals.  Thus,
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for example, the cost of pit-head gears and towers for electric
transmission lines—both of them structures of fabricated steel—
will be increased to the Indiun manufactuver to much the same
extent as bridgework. Again, common steel bars are used by some
of the engineering firms for the manufacture of shafting, and here
also costs will go up substantially. Dut in general, very few cases
were brought to our notice where the cost of machinery was likely
to be heavily enhanced by an increase in the steel duties.

136. In Lis written statement My, Pilcher drew our attention
) ) - t0 the manufacture of tea garden machinery
Tea garden Mackinery.p Tndis and remarked that “‘ai least one
enginecring concern, for long associated honourably with the supply
of tea manufuacturing machinery to the gardens, is threatened with
heavy loss on its Indian investmenis i the cvent of the imposition
of a prohibitive tariff on stecl . We enquired from Mr. Pilcher,
during the course of his oral examination, whether he could give us
the name of the firm to whichrhe referred, but he explained that he
was not at liberty to do so. No representation was in fact made
tu us by any firm which specialises in the manufacture of tea garden
machinery. During the course of our stay in Calcutia we visiled
the works of Messrs. Marshall, Sons & Company (India) Ltd., an
engineering firm which supplies w considerable quantity of
machinery to the gardens. This firm did not, however, send us a
written representation or request us to take oral evidence. In
these circumstances we can only infer that steel is not so important
a f{actor in the cost of tea garden machinery as Mr. Pilcher was
led to believe. ’
187. We shonld bave been glad il it had been possible to
examine in  detail the effect of increaseid
Effeet of protecticn{er— qytieg on steel on at least the prineipal Indian
steel ¢n Indian industries . : . L - .
cenerally. industries.  But this could not ke done satis-
i ' factorily except on the hasis of infermation
supplied by the industries themselves, und we have not had the
advantage of exmmining witnesses who were in a position {o speak
with authority on their behalf.  In September 1923 we invited
the Indian Mining Association and the Indian Mining Fede-
ration to stute their views on the gencral question of protection
for steel, but hoth bhodies explained that they were unable
to do so. Subsequently, however, thi Association  sent
us copies of the replies received to a- circular letter on the
subject addressed to its members. The Indian Jute Mills Associa-
{ion sent us a writlen representaiion on the 1st Deceinber, bui
explained that they did not wish to nominate any witness for oral
examination. Mr. Pilcher assured us in his written slatement
that there was complete unanimity among the promoters of the
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tea industry in resenting a prehibitive duty on steel, but no cowm-
munication of any kind was received from the Indian Tea Associa-
tion except on the guite subsidiary topic of the removal of the duty
on sulphur.  Coal, jute and tea are the principal industries in the
economic aren  of which Culeuita iz the cenfre, and the Bengal
Chamber of Commerce, which is the natural mouthpiece of the
Suropean cowmercial community in that area, gave emphatic
expression 1o the view that protection for steel would be most
detrimental 1o all of them.  But unless those who are best acquaint-
ed with the facts come forward to siate thew, the materials for a
full review of the position do not exist.  We cannot therefore
attempt to deal with the subject in detail.  Tv may, however, Le
useful to sayv something regarding the probuble effect of our pro-
posals on the jute indastry in so far as the duta supplied in the
lotter from the Jute Mills Assoctation and in Mr. Pilcher's written
statement enable us {o do so.

138, The eflect of onr proposals on the cost of jute mill machi-
Bffect of our propesals Hery ]‘Hvl&: alveady 1)(_‘01.1 dealt with (paragrapn
on the Jute indidry. 134 above) and need not be referred to again.
' Tt i= amminly through the duties on structural
steel  that  the industry will  be  affected.  Mr. Pilcher  has
oiven us fignres for one  important croup of mills  which
show that the original costoof the steel work i the Dbuildings
mnounts to 88 per cent. of the total block. This figure is in good
sgreement with another figure arrived at in a different way. The
Association say that, so fur as original construction and equipment
is concerned, 75 per cent. of the block expeunditare is required for
constructional — steel, machmery, engines  and plant  generally.
Myr. Dilcher, on the other hand, states that the custom in the
jute trade is to divide the value of mill block into two shares—one-
third of the ontlay being ussigned to buildings and two-thirds to
machinery. The inference is that the value of thie constructional
steel on the average is one-twelfth (8°3 per cent.) of the total block.
On this hasis the figures work ont as follows —

Ra. 4
Pre-war cost ol u new will per loowm . . . 6,000 0
Pre-war cost of coustruetional steel per loow . . 500 0
Present cost of consbructional steel per loom (50 per cent.
uhove pre-war rates) . . . . . . 750 O
Duly on constructional steel per loom at 10 per cent. . .7 0
Duly on coustructional steel per loom at 25 per cont . 187 8
Tnervensed eost per 1rowr due to higher duty on siecl . 112 8

Tt will be seen that the increased cost per loom is Rs. 112-8-0 which
is 13 per cent. of Mr. Pilcher’s estimate of Rs. 9,000 as the total
post-war cost per loom, and 0’7 per cent. of the Association’s
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figure of Rs. 16,000, 1If the latter figure 1s correct, costs are now
167 per ceut. above pre-war rates, but whatever the explanation
of this abnormal increase mav be, it cannot be due to the cosl
of constructional steel.
139, Mr. Pileher refers to the wmbition of the industry to
Increased cost of new  uaIntain a steady ten per cent. Increase in
constructicn in the jute  the number of looms operating, and re-
industry resulting from 1narks that new constrnction should, there-
our proposals, fore, oiven healthy conditions, he l?d-i’llt"billf’(l
-y B . = R L N Sy » « >
in the region of 1,400 looms per annum. On  that  basis
the - increascd cost due to the higher dutics on construc-
gional steel would he about Re« 3 Jakhs.  Anindustry
which doubled itsell every eight vears would, however,
be unusually  prosperous, and the more modest  estimate
of a five per cent. increase in the number of looms operating
would mean an additional cost on the capital side of only Rs. 2%
lakhs annually. Tt does not scem likely that this would prove u
very severe handicap to the development of the industry.

140. The Indian Jute Afills Association estimate the amount
Increase in  working speiit by the mills per annum on imports of
cxpenses of the jute in-  T@W steel and spare parts made of steel is
dustry resulting fromonr — about Rs. 57 lakhs, this figure being cal-
proposals. calated on the basis of the actual expendi-
ture on these accounts of several representative mills during the
past three vears. At least balf this expenditure must, we think,
he incurred either on articles which are clissed as machinery, or
on steel of special qualities ihe daties on which will not be raised.
The expenditure affected by our proposals yaay thercfore he taken
as Be. 98 lakhs, of which Tis. 256 lukhs represents the present
10 per cent. duty. The new duties at 25 per cent. (bars are higher,
and structural shapes. plates and sheets a good deal lower) would
amount to TRs. 640 lakhs and the increase in expenditure Iz
Rs. 381 lakhs, It is possible that the jufe mill costs mag be
raised by the increased price of steel in other ways to whiclhh our
attention hag not been drawn.  But even if allowance ix made
for these, it does not seem likely that the cost to the industry will
e more than Rs. 5 lakhs annually.  As there are 51 jute mills the
incidence is about Rs. 10,000 a year per mill.
141, In the last two paragraphs we have arvived ut a figure of
Coneral conclusion re- B8 73 lakhs (Rs. 5 lakhs working expense
qarding the burden on  and Rs. 2} Ilakhs capital) as the additional
industrics. hurden placed on the jute industry by the
increase in the duties on steel. The data supplied to ns do not
permit us to carry the caleulation further, and it is possible that,
it we had had the advantage of investigating the question in oral
examination, we might have arrived at a different figure, whether



b CHAPTER IX.

higher or lower. But the estimate of Re. 73 lakhs is not an ue
reasonable one and is of the order we should have expected. 1f
ir is approximately covrect, it seems a fair inference that, apart
from the engineering fitms. which are ou-a-totally different footing.
no one industry is likely to be saddled with an unduly heavy
_burden. In the ahsence of the necessary data, we cannot cal-
culate the burden on other industries in a similar way and so work
up 1o the total burden vpon all the mnin industries.  But it 1s
possible to approach the question from the other side. 'The total
Lurden which has to he distributed can be caleulated approximately
from the Trade Returns, and starting fromn this end we can work
downwards to an estimate of the share falling to the principal
industries. It is from this point of view that we shall approach
the subject in our Second Report. The evidence we have obtained
suggests generally that abont one-third of the burden will fall on
the Railways, other Government departments and public bedies,
one-third or something less on the principal industries, and the
halance on the minor handicrafis and the general consumer. So
far as we can judge. the burden will he widely diffused and is not
likely to press too heavily onany one scction of the community.

142, Our general conclusion regarding the cost to the country
Probable consoqnences  Of protection for steel has been indicated at
of cessatien  of  stecl the ond of the last paragraph. We have no
manufacture. desire, liowever, to minimize the conse-
quences of what we have proposed.  Protection for steel involves
a real burden on the community and a temporary sacrifice in order
to secure advantages in the future. If we did not believe that the
anerifice was temporary and the advantages more than commen-
surate, we should have had no proposals to lay before the Govern-
ment of Tndia. In so far as these advantages lie in the future, there
is no need that we should dilate upon them here. They arise
~aturally from the firm establishment of a great industry which is
essential to national secnrity and for which India possesses great
natural resources. Tnt it is worth while to consider briefly what
the consequences would be if protection were withheld and the
manufacture of steel in Tndia were to cease. A large number of
workmen would be thrown out of employment and the industrial
training they have gained at Jamshedpur wonld be to a large
extent wasted. A very serious blow would also be inflicted on the
coal industry owing to the sudden drop in the demand for coal.
These, however, are not the most serious results. The develop-
ment of Tndia’s natural resources for steel manufacture would be
postponed indefinitely, for we have no hope that, at_the present
level of prices. fresh capital would be forthcoming or that another
frm twould enter the bnsiness. Tinally, and this js the gravest
consequence of all. the shock to public confidence in the future of
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Indian industries would be extreme. It has long been recognised
that the progress of indusirial development in India will be slow
until Indian capital is forthcoming in much more abundant measure
than it has been in the pasi The complete collapse of the greatest
single industrial enterprise in the country would put back the clock
for twenty years at least. We do not claim that these considera-
tions are dec’sive. But they are factors which must be taken into
account in arriving at a decision on a momentous issue.



CHAPTER X.
Su:.amary.

143. Before concluding this Report it is desirable that we should
sumunarise the main conclusions at which we
have arrived and the proposals we have made.

(1) The Steel industry satisfies the three conditions which the
Iriscal Commission considered should be satisfied in ordinary cases
by all industries before a claim to protection is entertained. It is
also an essential industry for purposes of self-defence and of great
importance on national grounds. 1t might therefore claim protection
even if the ordinary conditrons were not fully satisfied.

Summary,

(2) India possesses a great natural advantage for the manufac-
ture of steel owing to the richvess and abundance of the iron ore
deposits and the compuratively short distance which separates them
from the coalfields.

(3) The quantities of coking coal available are sufficient for the
requirements of the industry for a century or more unless its growth
is unexpectedly rapid, and the supplies ol limestone and dolomite
are ample. These materials are not equal in quality to those avail-
able In some other countries, but they are good enough for their
purpose and are not more expensive than elscwhere.

(4) Most of the other raw materials required, and also the
materials for refractory bricks, exist in Tndia in sufficient quantities.

(5) The Indian market for steel is alrcady large and is likely to
grow. In respect of labour India is at present at a disadvantage
which will be removed as the workers acquire skill and experience.

(6) At the present level of world prices steel manufacsgre in
Indis isgarried on at a loss. Unless protection is given, there is no
hope that it will develop for many years to come, and there is a
serious danger that it mayv ccase altogether.

(7) India already produces pig iron more cheaply than other
countries and the possibilizv of producing steel of thoroughly sound
quality has been proved. Tt has not hitherto been found possible,
however, to combine a high cutput with satisfactory quality. As
soon as this has been done, the future of the Indian steel industry

is assured.
( 82)
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(8) It is probable that the cost of steel production in India will
fall substantially in the next three or four years, and there is &
reasonable assurance that at no very remote date Indian steel will
be able to hold its own in competition with imported stecl without
protection.

(9) The need for protection is measured by the difference
between two prices—

(a) the price at which steel is likely to be imported into India
from abroad, and
(b) the price at which the Indian manufacturer can sell at a

reasonable prefit. :

(10) The prices at which steel is likely to enter India without
duty have been found to be as follows :—

Per ton,

b,
Rars . . . d ~ L . . . . 140
Stractural sbupes, 4.2, augles, bewns, chaunels, etc. . . 145
Rails, 30 Ibs, und over ; 4 1 5 . . L. 140
Plates, ordinary . : : . ! . . . 150
Sheets, black . . B | . . . . 200
Sheets, galvanised . ; ; | i . . . 300

(11) The average price which gives the Indian manufacturer
a falr return on his capital'has been found to be Rs. 180 a ton.

(12) Except 1n the case of sheets, the proposals made for the
imposition of duties, or the grant of bountics, approximately bridge
the difference between the two prices. If, owing to a fall in the
price of imported steel, the duties no longer give adequate protec-
tion, additional or off-setting duties should be Imposed, and the
Government of India should take powers by legislation to impose
such duties.

(13) The operation of the proposals made is limited to a period
ol three years, both because of the uncertainty as to the future
course of world prices, and the probability of a decided drop in the

cost of production. A fresh enquiry will probably be necessary in
1926-27.

(14) The proposals made have been so framed as to interfere
a+ little as possible with those kinds of steel which are not produced

in India at present and are not likely to be produced for some time
to come.
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(15) 1t is proposed that the following specific duties should be
unposed :—

Per ton
Rs,
8/6:l-- .
\tru(.tuml shiapes, fe. beas, angles, chansels, sl . . 30
Ship, tank and bridge plates . . . . . -0
Common merehunt bars and rods . . . . 40
Lightrails (under 30 lba) . . . . . . 40
Black sheets, whether plain or Lo.xugntc . . . . w
Galvauvised sheets, whether plain or corrugatel . . . 45
Wrought iron--
Angles, chaunels . . . . . . . . 20
Common bars . . 35

(18) The necessity tot lnl])()blllé tdllff duues on certain kinds
of wrought iron arises from the fact that the commoner qualitics
can be used for many purposes for which steel is used, and would
displace steel it there were an appreciable difference in the prices.

(17) Iron and steel sections of superior qualitics remain subject
to the present tariff and will not be affected by the new duties
proposed.

(18) 1t 1s proposed to grant bounties on the manulacture of
medium and heavy rails aud fishplates according to the following
scale :—

Fer ton,
Iy,
1924-25 . . . . g 3 . . . . 32
1925-26 . . . 4 4 . . . . . 26
192¢-27 . . . 20

The preseut ud z,almem dut\ W ould be conv etted into a specific
duty of Rs. 14 a ton.

(19) The grant ol protection to the munufacture of steel must
necessarily increase the costs of many branches of the engineering
industry at a time when it is holding its own with difficulty in
the face of intense competition {rom abroad. The adoption of
the proposals made will necessitate an increase in the duty on
fabricated steel to at least 20 per cent.. and possibly to 25 per
cent. in some cases,

(20) The sacrifice which the country is asked to make in order
to preserve the steel industry 1s temporary and the advantages to
he gained are more than commensurate. The burden on the con-
sumer is likely to be widely diffused and is not likely to press with
undue severity on any one industry, or any one section of the
community.

G. RAINY,

President.
P. P. GINWALA.
Y. G. KALE.

(. ¢. ¥. RAMSDEN,
Secretary.



ANNEXURE.

Report by Dr. Fox of the Geological Survey Department,
on the Mineral Resources of India for a Domestic
Steel Industry.

1. Letter, dated 12th January 1924, from Dr. Pascoe, Director,
Geological Survey of India, to the Tariff Board forwarding
Dr. Fox’s Report. :

1 have the honour to forward under cover extracts from a report
by Dr. C. 8. Fox, Officiating Superintendent, Geological Survey of
india, on ** The Mineral Resources of India for a Domestic Steel
Industey . T have not been able to check all Dr. Fox's figures,
but these seem to have been derived mostly from the Mineral
Reviews and other publications of my Department. With his
general views 1 am in close sgreement.

2. The subject of the available supplies of coking coal in India
15, I understand, an important one from the point of view of the
Tariff Board. CUnfortunately, it is not only one on which very
little information is available, but is also a question on which it
12 extremely difficuit to make definite statements. I will enlarge

~on these difficulties in the course of my attempt to give you sqme
rough idea of what is known as to the amount of coking coal avail-
able in India.

3. To begin with the two most important coalficlds, Ranigan]
and Jharia, our information of these is of the scantiest. It is
impossible to make any reliable estimate without being able to
correlate the various seams in the fields, and this will not be
possible until the area has heen thoroughly and efficiently sur-
veyed ou a large scale. The Geological Survey of India have for a
long time been fully alive to the necessity of such a survey, and
the necessary preliminary topographical survey is now in the pro-
cess of being carried out on a scale of 4 inches to the mile. As soon
as sheets of this topographical survey are available, a geological
examination will be commenced and an endeavouwr made to cor-
relate the seams and rveach some reliable  conclusion as to the
(uantity of coking coal available in the two fields.

4. Tn 1913, Sir Henry MHavden estimated that the reserves of
first-class coal at depths up to about 1,000 feet in Raniganj and
Jharia totalled something like 1,378 million metric tons.  The
Coalfields Committee in 1920 estimated that the Raniganj field
contained 518 million tons of so-called ** first-class ** coal, and that
the addition of the Jharia reserves would bring the total for the

( 8% )
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two fields up to uearly 1,000 wmillion tons. 1t was thought by the
Committee that an appreciable percentage of this might have been
destroyed by intrusive igneous rock. During the same year in
which the Coalfields Committee's report was written, Mr. R. R.
Simpson, Chief Inspector of Mines, asswning that it was possible
to work coal of a ** superior gquality * to a depth of 1,500 fget, or
tc a distance of 10,000 feet from the outcrop, came to the con-
clusion that the total quantity of superior-quality coal in the Rani-
ganj and Jharia fields totalled something like 1,868 millions of
tons, after making an allowance for coal damaged by igneous in-
trusion. Of this reserve My. Simpson estimated that not more
than two-thirds would be suitable for the production of coke.
Mr. Simpson’s figures would therefore lead us to the assumption
of a reserve of [,212 million tons of coking coal.

5. How much of thig 1,242 million tons it would be possible to
use under present economic conditions for metallurgical purposes,
it would be difficult to say. The question is an economic
one.  The lagher the ash-percentage of the coke, the less effi-
cient is that coke for inetullurgical purposes. ‘The ash-percentage
of the coke thus affects the cost of production of pig iron and stecl.
(‘oke with a 20 per cent. ash content can, T believe, be used profit-
ably under present conditions in India, but under different econo-
mic conditions it would no doubt be possible to utilize coke with
i higher ash content. It is perhaps worth pointing out that the
chove-mentioned 1,242 million tong of coking coal falls under the
category of wuperior conl, and it seems therefore justifiable to
conclude that the coke derived thercfrom would be of 4 compara-
tively high grade.

6. The next conlfield we way consider is that of Giridih.  This
15 a small field, containing a reserve which was estimated by
Mr. Simipson in 1920 to comsisti of some 70 million tons of coal
yielding a first-class coke. Mozt of the (riridih coal is owned by
Government. Dr. Coggin Brown's recent estimafe of the Giridih
reserves comes to about 60 mallion tors.

7. The Bokaro field is suid to contain over 600 million tons of
coliing coal. T have very few reliable figures regarding this field,
but the coke, on the whole, is havd and the ash-content somewhat
high. Owing to the latter fact. it is a matter of present dispute
as to whether the ** run-of-inine ' coal would at present be profit-
ably utilizable for metallurgical purposes or not. Recent experi-
ments, carried out by Mr. W. Randall, show that it is possible to
clean the ‘' slack ™ of the principal Bokaro seam, the Kargali
seam, and produce a conl vielding a little over 14 per cent. of ash
and thevefore fit for the manufacture of a coke which could be
nsed at the present dav for metallurgical purposes. The percent-
age of " slack " in an Tndian coalfield averages about 13 per cent.,
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g0 that in the Bokaro field there is at least 7% million tons of
potential " slack "', which, after TFroth Flotation™ trealment,
would yield a product cheap enough and sufficiently suitable to
be used for the preparation of a coke utilizable under present
economic conditions for metallurgical purposes. By breaking up
the ** run-of-mine '’ coal, successive fractions of what we may
designate ‘* artificial slack ', decreasing slightly in quality, could
be obtained. In this way it is probable that a< much as 30 per
cent. of the output from the Kargali seam could he used remunera-
tively under present economic conditions for metallurgical pur-
poses.  Under changed economic conditions it would no doubt be
possible to make use of a large proportion of-—perhaps all of—
the “‘run-of-mine” coal for the same purpose. The estimate of 600
million tons is probably a conservative one.  Dr. Brown’s eslimate
is 650 million tons from the Kargali seam alone. The other seams
in Bokaro are small in comparison, and have so far yielded only an
inferior grade of coke.. Taking Dr. Brown’s figure of 650 million
tons as covering any possibilities in these small seams, we nay
assuine from the above considerations that by TFroth Flotation
treatment—which, it is claimed, can be carried out profitably-—
there is 195 million tous of coal in Bokaro capable of yielding a
coke which could he used under present conditions for metallurgi-
cal purposes.  Under different conditions, probably the whole 650
million tons, after heing cleaned, could be nsed.

8. So far there have beev no reports of the occurrence of coking
conl in North Karanpura, and this field must be Jeft out of the
caleulation.  Of Sonth Raraupura we haye very little more inform-
ation. The coal from a very limited number of tests yields a
soft coke, but when mixed with a coking coal from Jharta, it is’
said to have produced a coke superior to the coke produced from
the Jharia coal alone. The precise significance of this is not
understood. and it should, T think, not be concluded that the
Karanpura coals are incapable of producing any first grade coke
until further experiments have been made. Tt is not far from
the Bokaro coal, and one would rather expect to find that some of
it at least possesses good coking qualities.

9. Large reserves of coking coal are known to occur in various
parts of Assam, but cannot be used for etallurgical purposes
until some means have been found to eliminate the large percent-
age of sulphur (about 3 per cent.). The four fields of Makum.
Namchik, Darangiri and Nazira countain over 250 million tons of
coal within a few feet of the level of the plains. Should some
methdd of removing this sulphur be discovered, all this coal would
yield a first-class coke with an unusually low ash percentage.
Quch a discovery would at the same time probably make it econo-
mically possible to mine below the surface. in which case the
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amount available may be double or treble the above amount. 1t is un-
fortunately scparated by several large rivers and a considerable
distance {row the iron-fields and smelting works.

10. The western parts of the large Sohagpur coalfield have been
reported to show no coking coal, but a more recent authority states
that part of the coal, which ix of good quality, cokes well. Some
of the coal in the south of the neighbonring JThilmili field is said
to have coking propertier.

11. The coals of the Central Provinces all seem to be non-
coking, and the same may be said regarding Talchir and Singarent,
and of the smaller Clentral Tndia and Bihar fields suceh as Singrauli,
Ramkola,,Tatapani, Hutar, Karasia, Korea, ete.

12. The figures quoted above regarding quantities of coking
coal apply to what have been termed ‘* available supplies . Tt is
impossible to make certain of what is precisely intended by this
term and whether it makes any allowance for waste in extraction.
Mr. Trehearne Rees calenlated that the proportion of coal recovered
from Indian mines averaged about two-thirds of the total quantity
present. It is probahle that no allowance has been made for this
in estimating ‘‘ available supplies ", and it will be assumed that
one-third of the available supplies will be wasted in extraction.
The above results may now be tabulated as follows :-—

4. Amount of finally available coal capable of yielding,
after cleaning treatment or otherwise, a coke utiliz-

able profitably under present conditions for metallur-
mical purposes:

Ranieani and Jharia : . . . + 1,242 willion tons.
Giridih . . ! ; ; . . 60 "
Brkaro . . . : . o195, .
Other areas, say . . 50,

1,b47 ,
Deduct-- one-third waste . . . ) U
Total finally available . . . . . 1,031

—a————

B. Amount of finally available coal capable of yielding.

after treatment or otherwise. a less efficient coke for
metallurgical purposes,

Ranieanj and Jharia

anie . . . . . 1,242 million tous.

Giridih, say . . . . . . . 80

Brkaro . . . . . . . . 8%

Other areas, say . . . , . . 100 ',
2,052 »

Deduct—one-third waste . . . . 884 "

Total finally available T

vma—r—
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'I'o the latter total cun be added 3§ of suy 60U =400 million tons of
Assam coal which would yield a first-class metallurgical coke, pro-
vided some means of eliminating the sulphur were discovered and
transport difficulties successfully overcome. 'This gives a  grand
total of 1,768 niillion tons of coking coal.

13. ¥rom the above remarks it will he clearly seen that the
smount of available coking coal depends upon the grade of coke
required, and the grade of coke depends upon economic factors,
such as the market price of pig-iron, protective duties, ete. The
supplies may also be increased by judicious mixing. T need hardly
point out that the figures quoted in this letter are nearly all rough
approximations only, and may be half or double the true umounts.
My opinion is, however, that a deficiency in one figure may be to
o greater or less extent halanced by an excess in another, and
that the totals are, if anything, on the conservative side. The
Raniganj and Jharia estimate may, [or instance, be too large, but
the Bokaro estimate and the nil figure for Karanpura are more
likely to be too sinall, I think it is safe to conclude that, assum-
ing 3 tons of coking coal to be necessary to produce 2% tons of
coke, there is enough coking coal m India to supply the iwon and
steel industry with 4 million tons of metallurgical coke per annum
for the next 150 vears at least.

2. Report by Dro Fox
on the Mineral Resources of India for « Dowmestic Steel I'ndustry.

1 have found it most convenient to discuss the various mineral
substances—so-called raw materials under the following heads :---
1. Tron Ore.
2. Coking ('oul.
3. Fluxes.
1. Modifying Metals.
5 Relractory Materials,

L. Trox ORE.

It has long been known that India possessed valuable deposite
of iron ore, but exactly how valuable has only recently been
rroved. In consequence of investigations within the last twenty
vears it has been shown that India possesses extremely valuable
deposits of high grade iron ore which had not previously been in-
cluded ju the eséimates of the world's veserves.  Already the names
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Mayurbhanj, Bonui and Keonjhar are fawiliar in industrial circles
and, in India, better known than the occwrences of Lorraing,
Mesabi and Wabana. The chief tyvpes ol iron ore in India whick
have attracted attention are, magnetites, laterites, clay iron
stones, and Pematite,  Iematite enters into the composition of
the other three types and is in itself the most linportant class of
ore now being worked in Indim. 1 propose to discuss them in
the order named. -

Magnctite —The largest deposits of magnetite, " estimated 1n
thousands of milhons of tons "' (see paper by Aloke Bose in the
Journal of the Tron and Steel Institute, Vol. LLVXNXXIX, 1914,
pages 523-342), occur in the Salem distiict of Madras, " but the
scarcity  of fuel makes 1t impossible to work the deposits
it o Jarge seale.”” The  principal  ocenrrences are those of
(1 Godanalat, " where the main bed has an average thickness
of between 50 and 100 feet, and forms precipices several hundred
feet high ™ (brochure on * lron Ore ’, Imperis} Mineral Resources
Bureau); (2) Thalaimalat-Rolimalai; (3) Singapatti and Singa-
purain; () Thirtamalai; and 3y Ranjunalai, where the two lowest
beds measure 50 and vearly 100 feet respeetively in thickness.
* The total quantity of ore available i considered to be practically
mexhaustible 7. Other valuable  deposits  occur in the Nellore
district and elsewhere in the Madras Presidency.

Laterite —'These ores, which are normally hydrated oxide ol
iron frequenily limonitic and often hematitic, nearly always con-
tain appreciable amounts of ahnnina. (pritnary laterite) or silica
(as quartz in detrital latevter. It s difficult to give an adequate
idea of the enormous quuntities of this c¢luss of ore in India.
The laterite ores are of low grade and not particnlarly attractive.

Clay Tronstone.-- These ores are bvariably found interbedded
among the conl-bearing strata ol the Indian coalficlds.  They sel-
dom prove to be carbonaie ores and, although * blackbund * iron-
stone often cocurs, the ore Is distinetly hematitic in cbaracter.
The best known occurrence of Clay Tronstone in Indin is that of
the Ironstone shale beds m the Ranigunj Coalfield, where it oceurs
as a stage  between  the  Barkar and Raniganj beds. The ove
nsed i the Bavakar Iron Works at Ruolti during 1889-1903 con-
tained s much as 46 per cent. Fe (won).  The wnidysis quoted
being :—65 1o 66 per cent. fervic oxide, over 2-5 per cent. manga-
nese oxide, up to 2 per cent. lime and magnesia, from 5 to 9 per
cent. aluminu. 10 to 13 per cent. silica, 10 to 12 per cent. com-
bined water, <09 to =44 per cent. phosphorus and a trace of sulphur.
Since 1974 those tron works have discontinued using elav-ironstone
ore and obtain their ove =upplies from the hematite ilrep()sit.s’ of
Kolhan (Singlibhum) near Munhavpur.  Occeurrences of clay-iron.
stone are known in the coalfields of Upper Assam, of f\ﬁrung':n
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{Bihar and Orissa), and elsewhere but it is unlikely these ores will
be worked until the hemnatite deposits of Singhbhum and Orissi
arve exhansted.

Hematite—Perhaps the most valnable ron ores in India, a
the present time are the hematiie ores of Singhbhum and Orissa in
what is known as the * Tron Belt *.  Thix tract extends from the
deposits of Gmumaishini im Mayurbhanj State westwards through
the Keonjhar and Bonai aveas to the Subdivision of Kolhan in
Singhbhum. Both in quality and quantity these oves ave thought
to exeeed any other ores of the same kind, including the great
American occurrences of Minnesota, Wisconsin and Michigan.

The quality of the * Tron Belt ’ ores can be gauged [rom the
. following analvsis : —64-0 per cent. Fe (iron),
Qualily. 005 per cent. manganese dioxide, 2-1
» per cent. manganese dioxide, 2-1 per
cent. silica, 0-05 per cent. phosphorus, 0-002 per cent. sulphur,
0-15 per cent. lime, 0'18 per cent. magnesia and 1'25 per cent.
alumina. The above represents a bulk lot, sampled from the
workinss of the Bengal Tron Company (Barakar Iron Works) of
Kulti ot their mines on Pansita and Bnda Buru ills near
Manharpur on the Beugal Nagpur Railway. Tn analyses of ore
from coilier deposits in the ‘ Iron Belt ' the iron content often
ranges vp to 68 per cent. * Apart from their high metal percentage
these ores are notehle for their low sulphur total which is never
more than 06 per cent. "The phogphorus percentage varies but
averages (-08 per cent. Mangancse also varies-—rarely more than
1 per cent. in the steely ores, it may equal the jron content in
certain porous ores.

Recent estimates of the hematites of the * Tron Belt ’ as given
by Mr. H. C. Jones of the Geological
Sarvey of India are for ores containing not
less than 60 per cent. Fe Gron), as follows :—

Reserves,

Singhbhum District . . . . . '1,074 million tons.
Keonjhar State . . . . . . 806 "
Bonai State . . . . . . . 636 »
Bonai or Keonjhar ¥ . . . . . 230, .

Mavurbhanj State . . . . . . 16

—_—

Total “Tron Belt ” . 2,832

Mr. E. Parsons calculated that the proved quantity of 60 per
cent. ore in the same area was unot less than 3,000 million tons,
while Mr. (. P. Perin goes so far as to say that in the quadrangle.
400 miles east to west by 200 miles north to south (with Calcutta
at the north east corner) there are 20,000 million tons of high grade
ore at an average distance of 125 miles from the Bengal coalfields.
Tt is thus seen that these ores alone will be more than sufficient for
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the requirements ol the Indian ironmasters of 1928 for 1,000 years at
the projected output of 1,300,000 tons of pig iron annually.

Other Heinatites.-—In addition to the great hematite deposits ol
the * Iron Belt * there are also other valuable occurrences which
call for mention—particularly those of the Central  Provinces,
AMysore and Kumaon.

The occurrences of Lohara and Pipalgaon in the Chanda district
and the deposits of Rajhara (Dondi-lohara) in the Drug district are
said to be the most important hematite ores of the Central Pro-
vinces. The Chanda oves average 61 to 67 per cent. Fe (iron), 1-3
to 11°04 per cent. silica, 0°012 per cent. sulphur, and 0-005 per
cent. phosphorus. The T.ohara deposit constitutes a hill 600
yards long, 200 yards wide and 120 feet high and has been traced
for 21 miles.  An imsnrcacsfnl attomnt wee rmoda in 1QTX dn ~wnndd
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9. CoKING COAL.

Waut of success 11 Indian iron works in the past was almost
cutirely due to lack of sufficient suitable fuel.  The Barakar Irou
Works is the only relatively old ecstablished cnterprise which haf
succeeded, and owes its success to the discovery of seams ol coking
coal of fair quality in its vicinity. The fature of the Indian iron
and steel industry pivots on the reserves of coking coal available

the Indian coalfields. Doubts have been expressed as to the
sLlfﬁCibllLy of coking coul for a large domestic iron and steel industry.

: has been ple\u)mly stated that the output ol plg wron in India
i 1928 may attain 1,500,000 tons (umually and would require
roughly 2% 250,000 tons oi Indian coke necessitating the expenditure
of neu,rl} 3 wmillion tous of coking coal. The hfc of the hematite
ore deposits was caleulated at 1 l)()() years at the above output of
1,500,000 tobs of pig iron. This means that there should be at
least 3,000 million tons of coking coal capable of producing a good
metallulglcal coke. This quantity of coking coal would smelt all
the known reserves of hemnatite in the ' Tron Belt ' of Singhbhum
and Orissa at whatever rate of consumption the ore deposits might
he used up. The estimate of 3,000 million tons of coking coal
allows no margin for coal o be nsed for any other purpose bhut that
of manufacturing coke.

The Minority Report ol the Coallields Committee (1920, p. 81)
suys that  Indiu possesses enormous reserves of good quality coal,
both coking and nov-coking. In place of the 45 years life suggested
above, 1 consider that in the vecently proved portions of the Jharis
and Runiganj felds and in the Bokaro and Kuranpura ficlds, to
say nothing of those felds lying still further to the west, we have
al least 300 years supply of good quality fuel available.™

The Mujority Report of the Cowlfields Committee (1920) speak
of the life of the fields as 45 years and they say that ** it has been
calewlated that the Raniganj coalfield alone coutains over twenty
thousand million tons of coal of all kinds; most of this, however, i
inferior, und only 518 million tons bive been estimated to he of
better, or so-called “*livst class 7 quality.  The addition of the
Jharia reserves of higher grade coul would bring the estimates of
the two flields up to pearly u thousand million tons, but this fignre
may need modification in view ol the lage quantities of coal now
known to have been destroved in both fields by intrusive igneous
rocks. Further to the west the Bokaro field is said to contain over
six hundred miliion tous of coking coal und it is possible that further
reserves will be found v the Karanpura field.  Apart from these,
the only ‘‘ other coking coal known to occur in any quantity in
Indiw is that of Assam, the high sulphur content of w hieh, however.
renders it anfit for nmt.nllmguql purposes.  So far ax we know
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therelore, India will be dependent for her supplies of metallurgicul
coke on the group of fields lying in'the Damida Valley and including
Ranigan) and Jharia; and, although the total smount of coal that
they contain is undoubtedly very large, the quantity available for
ccke manufacture s strictly limited "’. The above remarks point
to an estimate of under 2,000 million tons of coking coal suitable
for metallurgical coke, and then with some doubt as to whether thix
is not an over-estimate.

[ find it impossible to arrive at any cxact estimate regarding
the reserves of coking coal in India. After a careful perusal of the
available lterature and information on record in the office of the
(veological Survey of India the following computations appear
trustworthy.

Total Reserves of Coal of all Grades.—The total Indian
resources of coal of all classes and grades which are thought to be
both workable and available in the important coalfields of Tndia
are t—

Giridih . i ; - ; : . 60 million tons,
Raniganj . E . 3 ’ A . 31,000, N
Jharia . . ] - s . . 20,000 . “
Bokaro . . 3 4 . 1,620 .
Ramgarh . . - ! g . . 3, .
Karanpura, N. . : ; ! . . 8,8900
Karanpura, 8. . : ] d . . TR
Aunrunga . . | | ; . . 20 "
Hutar . . ; . L . . 0, "
Dallonganj . 5 g . 5 . 9 .
Rajmahal © . 3 A 5 X 210, .
Talelir . . . ; 3 . . Moo "
Total Bengal and Bihar and Orvissa Coalfields . 82,350 "
Makam . . . . . . . Q0 .
Namchik . . . . . . . 0 .
Daranggirt . . . FL . “
Nazira R . , . . . R 20 ., "
Tatad + Assam Coalfields . 206 . "
Satpura Fields . . . . . R 100 . “
Chhattisgarh Region . . . . . 200, "
Wardha Valley . . \ 400, "
Potad Central Provinees . 700, "

In the above estimates, which total less than 34,000 million
tons the percentage of good quality coking coal is barely 5 per
cent. (see details below), but all our estimates are in the nature
of guesses, and it i3 by no means certain if all the coal classed ax
good quality coking coul is really coking coal at all.
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Reserves of Good Quality Coking Coal.—In the absence of large
scale maps of the various coalfields and in the almost entire lack of
complete analyses of Indian coals, it is quite impossible to arrive at
a reliable cstimate of the quantitics of coking coal. The following
figures give an idea of the order of the reserves thought by several
competent investigators to exist in the chiel coalfields :-—

Giridih . . . . . . . . 45 million tons.

Ranigan) . . . . . . .87, "

Jharia . . . . . . . 400 "

Bokaro® . . . _ . : . 360 .

Karanpurat . . . . . . 500 "
Total Dumuda Valley? . 2,180

Add=~Upper Assam Cnalfields . . . .220

2400 .

As stated previously, the awmount of good quality coking cosl
necessary to smelt the iron ores of Singhbhum and Orissa should
equal 3,000 million tons, whereas by doubtful caleulations it appears
only possible to locate 2,400 million tons us a total of good quality
coal, irrespective of its coking or non-coking quality. It is thus
seen that the quantity of suitable fuel for an extensive iron and
steel industry is limited.

There is of course an enotmous quantity of low grade coal, the
estimates cxceeding 50,000 million tous, but this material as found
is unsuitable for the production of rnetallurgical coke. It is clear
that if a very lurge expansion in the Indian iron and steel industry
is Lo take place the promoters of the projected extensions must keep
in mind the strictly limited quantity of ¢oking coal in the Indian
coalfields.

Quality of Indian Coals ~<Tt'is, T think, quite generally known
that the best Tndian coals are inferior to the average British coals.
The coking coals of Tndia appear to he characteristically high in
phosphorus and moderately high in ash, judged by Furopean and
American standards. The phosphorus finds its way into the pig
iron—not always to the advantage of the pig iron, although in some
cases more phosphorus (as apatite) is added to produce a phosphoric
pig suitable for foundries making light castings. The percentage
of phosphorus in normal Indian pig iron necessitates the use of the
relatively more expensive basic process in the production of steel.
Another disadvantage to the presence of phosphorus in the fuel
appears to be that the ferro-manganese obteined from blast furnaces

#*This figure is probably considerably toc low.

4No raport of the ocenrrence of coal yielding a firet class coke in Karanpurs bas yet

Leen received.
+This is close to my own figure, hut doee nat alldw for woete during extraction.

E.H.P
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contains more than 0'3 per cent. phosphorus—the limit fixed by
Furopean malkers.

Indian coals are geologically younger than the coals of 1Lurope
and America. In Assam coal occurs in beds of Tertiary age
(Makum aund Namehik) and in strata of Cretaceous age (Duranggirt).
The coal seams of Raniganj, Jharia and most of the Gondwana coal-
bearing strata belong to the period homotaxially equivalent to
the Permian system. 'The Giridih seams (Kharharbary) which are
known to produce the best coking coal in India, are of Upper
Carboniferous age. The Indian coals, above mentioned, darc niore
liable to spontaneous combustion than foreign Carboniferous coals,
evidently because they suffer oxidation more readily when exposed
to the air.

Complete analyses of Indian coals are conspicuous by their
absence, but so far as it is practicable to do so I have tabulated a few
of the usual types of analyses in the accompanying table. Such
an arrangement adwittedly does not bring out the superior impor-
tance of the Raniganj and Jharia coalfields, nor does it truly express
the composition of individual seams when several occur in the same
field. An ideal table would give the average analysis of each seam
in each field. Unfortunately it is not possible to attain this per-
fection in the attached table.
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3. FLUXES.

The modern blast furiice process of veducing iron ores involves
the uso of limestone as 4 necessary ingredient of the furnace charge.
This substance, caleinm carbonate, coubines with the impurities
in the ore and fuel and forms a molten slag. It 1s uunecessary to
say that the limestone should be as pure as possible not less than
90 percentage CaCo , , and uniform i quality. In the absence of
True limestones of high quality it is often necessary to employ types
containing appreciable amounts of magnesium carbonate. These
Dolomitic limestones do not produce quite so fusible a slag and con-
sequently involve somewhat higher temperatures in the furnace.
The presence of a small perceniage of carbonate of iron is not
censidered as an impurity but silica, alumina, phosphorus, and
particularly sulphur ave ipurities which should not exceed certain
stipulated amounts. Sulphur is to be avoided in the furnace charge
as it 1s never a desirable constituent in the metallurgy of iron and
steel and invariably has to be removed from the metal by costly
treatment. Plosphorus is occasionally added to the furnace charge,
i the form of the mineral Apatite, in order to produce a particularly
fluld cast iron for foundries making hght castings. Stlica is often
desirable when there is an cxcess of alumina in the ingredients of the
furnace charge, and vice versa alwinina is permissible if the charge,
usually the orc, is too rich in silica. 'The object 1 employing
limestone as a flux is to obtain a calcium alumininm silicate slag
of definite composition and calculable melting point.

Limestones.-—Unfortunately most of the large occurrences of
rich limestones in India lie at distances exceeding 200 miles from
the existing iron works. The deposits nearer at hand have proved
to be unattractive because of the wferior or irregular quality of the
rmaterial. Theve is little doubt but that the Indian iron-masters
are anxious to procure cheaper limestones of more uniform quality
than they now obtain. The Barakar Tron works first obtained their
supplies locally from Panchet hill and Hansapathar, they then
appear to have mixed the local material with limestone from Mailiar
{Rewa), and now their supplies come exclusively from the Bisra,
Rourkels (Gangpur) area. Similar changes in source of supply
has taken place in the casc of the Jamshedpur (Sakchi) ironworks,
who first got their limestone from Katni and now operate their
own quarries at 1anposh (Gangpur) and obtain a dolomitic Jimestone
from rocks of the samc age as those of Bisra and Rourkela. The
limestones of Rohtas (Bihar) although of good quality are not
sufficiently attractive in price. The best material would appear to
be that of Assam but the freight places this material beyond the
pockets of the ironworkers of Jamshedpur and Kulti. The question
of limestone for fluxing purposes requires further investigation.
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“'The occurrence between the villages of Devedag and Olherpat cn
the eastern edge of the Auranga coalfield is recommended to
examination to the Indian iron masters.
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ANNEXURE, 165

Dolomitic Limestones.—As seen in the table of Indian limestones
the material from Panchet Till is dolomitic in character. The
Cuddapah limestones of Gangpur are interbedded with bands of
dolomitic materials. It is from these beds that supplies of flux for
Jamshedpur and Kulti are at present obtained—the former use
dolomitic material, the latter use limestone. From private enqui-
ries it would appear that the Indian Iron works are quite preparcd
1¢ accept good quality limestone or dolomitic material with as much
a3 6 per cent. Silica if the price is reasonable. A massive occurrence
of dolomitic limestone occurs in the Maila river half a mile east of
Sathbarua (Palamau) which mayv be worth investigation. Other
possible source of supply of dolomitic limestone, are in the Baxa
Duars (Bengal) and the Marble Rocks area (Jabalpur, C. P.) but
those dolomitic marbles are not attractive because of the distance.

Flourspar.—Althongh several small occurrences of fluorspar are
known in India no workable deposits have been proved. The Tata
Iron and Steel Company endeavoured to exploit an occurrence of
fluorspar at Barla in Kishengath State (Rajpntana), but found that
the quantity available was not attractive and the cost of working
made the domestic material more expensive than imvported fluorspar.
The imported quantities are said to average 400 tons annnally,
80 that these supplies will have to be sugmented in future if the
Indian steel industry expands.

4. MoprryiNg METALS.

Manqanese —Manganese is added to steel in the form of alloys
of iron known as Snieqeleisen (20 to 30 per cent. Mn.) made from
low grade ores, and Ferro-manaanese (70 to 80 per cent. Mn.)
requiring high grade ores. The average Indian production of
manganese ore, 600,000 tons per annum. is roughly half of the
annual world’s outpnt. Tt is estimated that 90 per cent. of the
world’s output of manganese ore is consumed in the preparation of
spieceleisen and ‘ ferro * for the steel industrv.  Of the Tndian vro-
duction perhaps a twentieth part is at most utilized in the domestic
steel industrv. From these remarks it would apvear that the
demands of the Indian steel makers for manganese ore could be
met and almost forgotten by the producers of manganese ore in
India.

Silicon.—There should be no difficulty in obtaining sunvlies of
quartz for the premaration of ferro-silicon. The auality of the raw
material should have apnroximatelv the following commnosition :
silica 98 per cent., lime and magnesia each not to exceed 2 per
cent., phosphorus and arernic to he nil.  Tron oxide is not consi-
dered as an impuritv. The anartz rock now being used at Kumar-
dhabi for making, silica bricks is.of this quality.
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5. REFRACTORY MATERIALS.

Chromite.—Chromite or chromium ore is being worked in India
in the vicinity of the Zhob and Pishen valleys in Baluchistan; in
the Kadakola and other districts of Mysore State; and near Chai-
bassa in Singhbhum (Bihar and Orissa). The -average run of
chromite used for refractory purposes in the manufacture of chromite
(or so-called chrome) bricks carries from 38 to 47 per cent. of chromic
oxide. Much of the Indian material is of higher grade (over 52
per cent. Cr = 0z ). . So far as I know Chrome bricks are not now
being made in India although the Tata Iron and Steel Company are
said to have made some during past years. No details are available
showing the imports of chrome bricks but it is known that these
bricks are used as a neutral lining in the basic steel furnaces at
Jamshedpur. There are no details regarding the reserves of chro-
mite in India and practically all the production is being exported.

Fire-clays. —The ceramic works of Raniganj, Kumardhubi, and
Jabalpur are well known, but the deposits ard beds of fire-clays
throughout the country have not been investigated in a comprehen-
sive manner. Tt is therefore impossible to give uny correct jdea
of the quantities and qualities of the various kinds of clays which
constitute fire-clays. The demand for Indian-made fire-clays in’
the iron and steel induvstry is small so that there has been no
incentive towards exploitation. It is known that very large quan-
tities of good quality material are available bhut the preference for
well-known brands of British fire-bricks persists to such an extent
that on an average 3 million fire-bricks valued at Rs. 9 lakhs are
imported annually. Tt is thus evident that there is scope for deve-
lopment and the Indian manufacturer appears to have a fair field
for a satisfactory fire-brick.

Gannister.—The name truly applies to a silica refractory with
a bonding material of fire-clay. Similarly Dinas bricks refer to
gilica bricks with lime as a binder. Both types therefore fall under
the category of Silica discussed below.

Magnesite.—The Chalk Hills of the Salem district (Madras)
contain the most valuable Indian deposits of magnesite. There
are other occurrences, i.e., those of Mysore, Baluchistan, Rajputana
and elsewhere which have also been worked. Practically all the
Tndian production of wmagnesite over 19,000 tons (valued at
Rs. 2,40,000) in 19922, was exported. The reserves of this material
in the Salem district alone are considered as being almost unlimited.
The United States are said to consume over 200,000 tons of
magnesite annually for refractory purposes. Tt makes a basic lining
in steel furnaces treating phosphoric pig iron,
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Silica.—The manufacture of excellent silica bricks is one of the
features of the output of the Kumardhubi fire-clay and Silica works.
The raw material they use is a beautiful saccharoidal quartzite
obtained from the Kharakpur Hills of Monghyr. Material of a
similar nature is reported to occur in Rajgir Hills near Gaya. The
numerous occurrences of clean quartz or quartzilte of Naini near
Allahabad and elsewhere which have been found suitable for the
manufacture of glass are equally suitable for the preparation of the
highest quality silica bricks. Unfortunately this massive-materjal
has to be crushed and sieved but by so doing certain advantages are
gained ; the graded products are available for different purposes.

The supplies of quartz, quartzite and quartz sands of good
quality within reasonable distance of the Damuda coalfields are very
large. The specifications of quartzite suitable for the manufacture
of silica bricks are upwards of 98 per cent. silica, less than 2 per
cent. ferric oxide, and less than 0'5 per cent. alkalies. These
requirements should easily be fulfilled by the materials available
in almost every province in India, and in quantities so large that
no fear need be entertained as to supplies for the future.

From all that has been said with regard to the domestic
resources of refractory materials it may be inferred that India is
well supplied in these substances.  The reserves are enough to meet
almost any conceivable domestic demand. At the present time
these materials are either being exported or are being developed on -
a negligible scale. Much remains to be done to encourage the
exploitation of these materials.
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Second Report of the Indian Tariff Board regarding
the grant of protection to the Steel Industry.

CHAPTER I.

Introductory.

In paragraph 3 of our First Report to the Government of India
we indicated that our recommendations regard-
ing—

(a) The engineering industry,

(b) The subsidiary industries, and '

(ck The railway wagon and locomotive industries
would be submitted later. In accordance with that underteking
we now submit our Second Report. In this report we shall submit
our recommendations regarding the following industries: —

Introductory.

(?) Engineering

(17) Wagon building.

(127) Tinplate.

(tv) Wire and Wire nails.

(v) Agricultural Implements.
We bave also examined specially the circumstances affecting the
construction in Tndia of railway locomotives, the production of steel
castings and the manufacture of enamelled ware. But we have
no proposals to make at present for the grant of protection to these
industries.

2. We have attached to this Report the following annexures:—
Annexures.

‘Annerure A.—A revised draft of those portions of the Tariff
Schedule affected by our recommendations bhoth in this Report and
in the First Report. The changes made are explained in a note
attached to the revised schedule.

Annerure B.—A mote examining the burden on the consumer
which our proposals entail and explaining their probable effect on
the Customs Revenue. This note has been prepared on the lines
indicated in paragraph 141 of our First Report. The object in
view has been to arrive at a maximum estimate of ithe burden on
the consumer, and a conservative estimate of the increase in the
Customs Revdénue. Exact calculations are impossible on the
materials available, and conjecture necessarily plays a large part.
But we believe the results arrived at furnish a reasonably accurate
forecast of the probable effect of our proposals.



CHAPTER II.

The Engineering Industry.

3. We have used the term ‘‘ engineering '’ to cover the opera-
tions of a number of firms who manufacture a
laige variety of articles of iron and steel and
to o smaller extent other metals. But it is
only in so far as steel is the raw malerial employed that the finish-
ed products come within the scope of our enquiry. In a broad
sense it might be held that the manufacture 0? steel is completed
when the impurities in the pig iron have been removed in the steel
furnaces, and that all subsequent processes, by which the raw steel
s adapted for the uses to which it is ultimately to be put, are
covered by the term ‘‘engineering.”” We do not, however, use
the word 1 so wide a sense. The rolling of the steel ingots into
convenient shapes and sizes is alimost invariably carried out in the
same works in which the pig iron is converted into steel. This
is in fact done at Jamshedpur and we have dealt with the
subject in our Iirst Report.  On the other hand, where the raw
steel is finished by forging and not by rolling, it is for our pur-
poses an engineering process, though not a very important one
in India at present. The grounds for the distinction are practical
and not theoretical, and consist mainly in this that steel 1s rolled
by the firm which makes it but forged by other firms. Apart from
forging the term ‘‘ engineering > may be held to cover ali processes
of fabrication such as bending, machining, drilling, rivetting, etc.,
by which.rolled steel is adapted for its final purpose. Where, how-
ever, firms have specialized in the manufacture of one particular
avticle, or of a particular class of articles, and have submilted
representations 1o us, we have dealt with them separately. Here
again the distinction is purcly a matter of practical convenience.
The manufacture of wagons, for example, is an engineering process
and, until very recently, no private firm in India had specialised
in this direction. But the production of railway wagons in.India
raises issues of a special kind and one firm (The Indian Standard
Wagon Company) has now been established which does not under-
take other kinds of work. 7This branch of the subject cannot
conveniently be ireated under the head ‘‘ engineering.”

4. The industry, as has already been said, covers a wide variety
of products from the manufacture of small
bolts and nuts to the construction of the largest
1ailway bridges. No exhaustive enumeration
is possible, but for practical purposes, the products with which we
are concerned fall under the following heads: —

(1) Bridges and girder work.

(2) Buildings, stagings, trestles, jetties, ele

«2)

Explanation of the
term ‘* Engineering.”

Main branches of
FRugineering Work.



{3) Tanks .. r oil and water.

(4) Well ¢ rbs.

(6) Chimneys.

(6) Certain vehicles, viz., colliery tubs and tipping wagons,
(7) River steamers, tugs, flats, barges, boats and pontoons.
(8) Certain kinds of machinery. .

(9) Miscellaneous articles such as switches and crossings, dog
spikes and tie bars.

For the most part the steel which is used for the manufacture of
these articles consists of the rolled sections which are, or will be,
produced at Jamshedpur, including plates, structural sections such
as beams, angles and channels and—to a lesser extent—bars and
sheets. Essentially they fall under the head of fabricated steel.

b. The views of the engineering firms were

Proposals of the placed before us in a written representation b-
Indian Engineering ] . Lo, . L .

‘Association. the Indian Engincering Association of which

most of them are members. It was stated ;: —

‘“ (@) That if the Tariff Board find that the steel-making in-
dustry requires protection, such profection should take the form of
bounties rather than of import duties;

¢ (b) That the engineering industries should preferably be
encouraged and protected by guaranteed Government orders at
competitive Indian prices rather than by import duties or by
bounties; but—

‘“ (¢) That if State aid in this form cannot be given, then the
engineering industries should be protected by import duties, or
by bounties, to precisely the same extent as the steel-making
industry is protected.”’

For the reasons given in our First Report we have recommended that
protective duties should be placed on most forms of volled steel.
produced in India, and except in the case of rails we were unable
to propose the grant of bounties. Nor can we recommend the
method of fostering the engineering industry which the Associa-
tion prefer. The placing of orders for (Government work by tender
in India only must, in so far as it attains its object, result in the
payment of higher prices, and the extra payments thus made are
‘bounties in everything but name. Under this system, moreover,
the greater part of the assistance given would be atl the expense of
the Railways, and since the Company-managed Railways are not
subject to the ordinary rules in such matters, this would mean
the State Railways. Finally, the practical difficulties in the way
of guarantecing orders every year for a certain quantity of fabri-
cated steel are great, if not insuperable. For these reazons we do
not think that a system of guaranteed Government orders offers
any real solution of the problem.
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G. We have then to deal with the question on the basis that the
Compensating  pro-  €ost of steel—the most important raw material
tection and substan- of the engineering indusiry—will be raised by
tive protection. the imposition of protcctive duties, and in
these circumstances such assistance as the engineering industry
requires must be given in the same form. To work out any system
of bounties for the varied products ot the industry would in any case
be extremely difficult, and is, for financial reasons, at present 1m-
practicable.” The Association proposed that, fuiling the alternatives
they preferred, the engineering industries should be protected  to
preciscly the same extent as the steel industry 1s protected.””  This
phrase, however, is ambiguous, and here there is an important
point to be cleared up. The additienal duties on unfabricated
steel must directly raise the costs of the engincering firms by a
certain amount, and it would be possible, within certain
limits, to determine by investigation what these amounts
would be in the case of each product. LI the import duties on
fabricated steel were raised by precisely these amounts, the protec-
tion given would be what is sometrimes called ‘“ compensating
protection. 'The engineering firms would then be no worse olf than
they are at present as regards aeeting foreign competition, but
they would be no betler off. - If, however, the Association meant,
as they probably did mean, that the import duties on fabricated
steel should Le at approsimately the same rates ad valorem as the
duties on unfabricated steel, their proposal involves the grant of
substantive protection to the engineering industry apart from the
cost of its raw materials. It is elear from the evidence we have
taken that compensating protection is necessary in the case of most
of the engineering products, and the main question is whether
something more 1s required, and, if so, whal the amount
should be. This question must, we think, be handled on broad
lines.

7. We pointed out in paragraph 120 of our First Report that the
The fabrication of manufacture (}))‘fi’ raw steeldand its fabrica(tii()n
e A ; were inseparably connected and must stand or
i‘f‘aﬂ]a,‘:‘f}f;iiﬁ'ﬁé’,al part fall together, and that the market for the sale
of the steel made at Jamshedpur depended on

the existence of the enginecring industry. This aspect of the case
is of first class importance. The engineering fitms have been
doing valuable work for the country for many years, bul so long
as (hey bad to import their steel from abroad, they could not take
root deeply and had no special claim to assistance or encouragement
from the State. DBut the position is entirely altered if once it 18
decided that the manufacture of steel in India should be fostered.
Fabrication is one of the processes to which the Indian raw mate-
rials must be subjected be?ore they can be used, and it is therefore
an essential part of the manufacture of steel. The encouragement
of engineering work in India provides an indirect, but :mmediate,
stimulus to the production of raw steel, and, since economical pro-
duction depends on a high output, tends eventually to lower the
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cost of production. It is from this point of view that we have
approached the question.

8. It is because the fabrication of steel is not separable from
) o its manufacture in the narrow sense that we
inéluh;;ry E\?,g;:feng have not thought it necessary to discuss the
Indian conditions. question whether it fulfils the conditions laid
down by the Fiscal Commission. What we
bhave said in our First Report on that subject really covers the
round. It will suffice to point out that the industry has maintained
itself in India for many years (some of the firms are more than a
hundred years old) in spite of the disadvantage of having to lmport
most of its raw materials from abroad. The Association numgcrs
more than forty firms amongst its members, and Mr. Cameron, its
Chairman, when giving oral evidence estimated that the capital
invested was about Rs. 12 crores (£8 million sterling). There are
also smaller firms which are not members of the Association, and
the total number of men employed in all elasses of enginecering
works is about 75,000. Tt is in this industry also that Indiaus can
most readily obtain the technical training which is indispensable
to the industrial development of the country. In every respect it
seems suited to Indian conditions, and the need for protection is
purely temporary.

7. We have not succeeded in obtaining so much information
. as we desired regarding the cost of production
a Evidence as to pro- ¢ falyisated steel in this country. Mor this
uction costs some- . o -
what scanty. : there is more than one rveason., The Tata Iron
and Steel Company, being the only :manu-
facturer of rolled steel in Iundia, could afford to make public all
the facts. The engineering firms, on the other hand, have many
competitors in India and are naturally reluctant to disclose in
public information which might be useful to their rivals. The
immense variety of products which ‘a single firm may turn out
gives rise to further difficulties. The products of fabrication are
not standardised, and it is impossible, for example, to say what the
cost of bridgework is per ton. Within limits, every bridge 1s
a special case and only average figures are possibles Again, the
accounts of a firm may be kept in a form which does not readily
permit the extraction of the kind of detail which, for our purposes,
was desirable, and occasionally there may have been a tendency
to overstate costs. Tor all these reasons we cannot attept to
examine the cost of production in the engineering industry in
detail as was poseible in the case of the Tata Iron and Steel
Company. Such figures as we have been able to obtain serve
rather ag illustrations of the argument than as its foundation.

10. In paragraph 4 we enumerated the principal products of
the engineering industry with which we had
to deal. Of these the last three (7) Steamers,
Barges, ete., (8) Machinery and (9) Miscellane-

Classification of
Eungingering products.
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ous can best be taken separately. The first six fall naturally into
two groups:— -

I (1) Bridges and (2) Buildings where the steel used consists
principally of structural shapes, such as beams, angles,
channels, and

IT (3) Tanks, (4) Well curbs, (5) Chimneys and (8) Coal tubs
and Tipping Wagons, where steel plates are an import-
-ant, or even the principal, raw material.

11. The evidence we have received makes it clear that it is in
) ‘ the case of bridgework and buildings that
Bg{é?fg:_"’r‘ and - goreign competition is keenest, and Indian
firms find it most diflicult to hold their own.
Nearly all the specific instances of undercutting from abroad which
were given were for bridgework, but witnesses also mentioned the
competition in buildings, and since there is no appreciable difference
in the kind of material used or the work done, the two cases are
not distinguishable. Three instances of the price at which fabri-
cated structural steel is entering India may be quoted. Messrs.
Richardson and Cruddas of Bombay mentioned a case in which
fabricated bridgework was imported into this country in June 1922
at a price of Rs. 230 perdon e.d.f. Bombay. If Rs. 10 be added
for landing and wharfage, the landed price 1s Rs. 240 a ton without
duty. Again Messrs. Burn and Company gave an instance in
which bridgework was landed at a cost, including duty, of Rs. 286
per ton. Deducting the duty, the c.i.f. landed price in India
works out at about Rs. 260.  Finally, Messrs. Jessop and Company
mentioned a case in which a tender for bridgework was accepted
‘at Ils. 284 per ton lunded, including duty. If the duty once more
be dedueted, the landed cost is Rs, 258 per ton. We think these
three cases are sufficient to show that fabricated structural steel
is being imported at an average price in the neighbourhood of
Rs. 250 a ton.  On that basis, the present ad valorem duty may be
taken at Rs. 25 on the average.

12. After examining the evidence as to foreign competition, we
Proposed duty on recommend that the duty on fabricated
fabricated ~structural  structural steel should be raised from 10
steel. to 25 per cent. So long as the manu-
facture of raw steel in India is the monopoly of a single
firm and all competition is from abroad, prices are likely
to be raised by the full amount of any additional duty,
which may be imposed. But in the cngineering industry the
circumstances are quite different. There are many firms engaged
in the'same kind of work, and internal competition is likely to keep
prices down. Thus, for example, Messrs. Richardson and Cruddas
of Bombay informed us that, when tendering for the construction
of mill buildings, they had to meet competition from the Calcutta
engineering firms. There is also the possibility that, if the prices
of fabricated steel rose beyond certain limits, it might be renlaced
for particular purposes by other Indian materials, such as timber,
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cast iron, masonry or reinforced concrete. It is quite possible,
therefore, that the price of fabricated steel will not increase to the
full extent of the duty. We have taken this factor into account
in proposing a higher rate of duty on fabricated steel than we
have proposed for unfabricated structural shapes (Rs. 30 a ton, or
a little more than 20 per cent.). We think that, in the existing
circumstances, the proposal is justified by.the need of making certain
that the market for raw steel producer{ in ITundia is fully secured.
But in the case of bridgework and buildings, at any rate, we
believe that the protection accorded to the fabricating industry is
not more than sufficient to make up the difference between internal
and imported prices,

13. It may be useful to examine the question, so far as evidence
Practical eoffect of permits, how the ad wvalorem duty would
the proposed duty of operate in the case of fabricated structural
25t rer cent. on fab";' steel such as is being imported at Rs. 250 a ton.
cated structural steel. A number of firms at our request furnished us
with figures giving the proportion of the cost of the raw steel to the
total cost of the finished work. The percentages given vary, but for
the kind of steel we are considering the average was about 60 per
cent. The prices at which unfabricated structural shapes are likely
to be imported without duty we have estimated in our First Report
to be Rs. 145 a ton, but this must be raised by 10 per cent. to cover
the present duty, and aguin by the same percentage to cover the
wastage of material which oceurs in the process of fabrication.
The cost of the unfabricated steel is therefore Rs. 176 at present,
and the cost of fabrication (40 per cent. of the total) is approxi-
mately Rs. 117, the total cost being Rs. 293 a ton. When the new
duty of 25 per cent. is imposed, the calculation will be modified
as follows:—

Rs.

Cost of the unfabricated steel (1 1/10 tons) without
duty . . . . . . 160
Add duty at Rs. 30 a ton . . . . .43
Total cost of unfabricated steel . . . . 193
Cost of fabrication . . . . . . .o117
Total cost of fabricated steel per ton . . . 310

We have estimated that imported fabricated steel is likely to
enter India without duty at Rs. 250 a ton, and the 25 per cent.
duty will raise the price to Rs. 312 a ton. Out of the duty of
Rs. 62 a ton, Rs. 33 merely compensates for the duty on the
unfabricated steel. The halance (Rs. 29) is the measure of the
protection given to the fabricating industry.

14. We should have preferred, if it had been possible, to recom-

: for © mend the adoption of a specific duty -or duties

. Reasons for propos-  for fahricated stoel rother than' an ad wvalorem
ing ad - valorem and

not specific duty. duty. We have not been able, however, to

obtain figures for a sufficient number of pro-
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ducts. As we have already pointed out, fabricated steel cannot be
standardised in the same way as uniabricated steel, and these are
no market quotations from which the general level of prices can be
readily ascertained. The cost of fabricated stcel is necessarily
determined by the amount and kind of fabrication which has to
be done, and this may vary, not only between one class of product
and another, but also between different products of the same class.
Were we to propose the imposition of a specific duty it would
necessarily be based on some average figure, and it would be
difficult to forecast how it would work out in any particular case.

16. We turn now to those classes of fabricated steel which we
Fabricated steel in Dave grouped together on the ground that
which stecl plates are in  their manufacture steel plates are an

an important or the important, or even the principal, raw material.
principal raw material. They aTe— .

Tanks.

Well Curbs.

Chimneys.

Colliery Tubs and Tipping Wagons.

The first three are at present subject to a 10 per cent. duty ad
valorem, but the coal tubs and the tipping wagons are classed as
vehicles and are subject to a duty of 15 per cent. In the case of
colliery tubs competilion from abroad seems to be as keen as in
the case of fabricated steel, but in the case of the other classes
the evidence leads us to think that competition is less severe. We
have considered whether there are suflicient grounds for discri-
minating between this class on the one hand, and bridgewerk und
buildings on the other, and tmposing a lower rate of duty on ihe
former. On the whole, however, we do not think this in advisable.
The Indian market for plates is a limited one and it is here that
the Indian manufacturer of steel will have most difficulty in selhing
the unfabricated steel. IFor ihis reason it is important that, as
far as possible, the fabrication of plates in India should be
encouraged.

16. A considerable number of steamers, tugs, flats, havges, etc.,
River Craft are manufactured at present principally at

' Caleutta and in Rangoon. The evidence we
have taken suggests that in this branch of manufacture the
engineering firms have little to fear from foreign competition, and
po serious complaints have been made. This may be due to the
fact that the component parts of these vessels are bulky in
proportion to their weight, and the freight payable on
tmported materials is therefore higher than in the case
of ordipary structural steel. In effect, therefore, theve
products cnjoy a certain degree of natural protection.
We are not satisfied that there are sufficient reasons at
present for raising the 10 per cent. ad valorem duty in the case
of vessels of this kind. Tt is possible of course that, with the
increased cost of unfabricated steel, prices may rise to a level



at which the foreign manufacturer would find it possible to compete.
But there is no real evidence at present that the 1isk is great
or imminent, and we think the danger we have referred to must
be dealt with specially when it arises.
17. In paragraphs 131—136 of our First Report we have referred
Machinery to the question of the manufacture of machi-
) nery in India and the possible consequences
in this connecction of the proposed duties on unfabricated steel.
We do not propose to go into the matter again, and it will xuflice
to repeat that the manufacture of certain kinds of machinery
will be affected, and that an early enquiry is desirable.
18. The only articles in this class to which we have not referred
are switches and crossings, spikes and tie
Miscellaneous articles.  hars. All of these are railway materials
and are manufactured by some of the engincer-
ing firms. We propose that switches and crossings, which are
substantially fabricated steel, should become subject to the same
rate of duty—25 per cent.—as we have proposed for other fabri-
cated steel. In the case of spikes and tie bars we propose the same
specific duty—Rs. 40 a ton—as we have proposed for steel bars in
our First Report.
19. The proposals we have made in connection with the engi-
: neering industry may be summarised as
follows : —
(1) 25 lg)er cent. ad valorem duty on fabricated steel generally,
ut excluding (a) stcamers, launches, barges, flats,
boats and other vessels, land (4) all vehicles except
colliery tubs and tipping wagons. ’
(2) 25 per cent. ad valorem on switches and crossings.

(3) A specific duty of Rs. 40 a ton on spikes and tie bars.

Summary.



CHAPTER IIL

The Wagon Building Industry,

20. We shall attempt in dealing with the wagon building
industry to state what seem to us the 103t
important facts that have to be taken into
account. Wagons have been built in Calcutta
by two engineering firms—Messrs. Jessop & Company and Messrs.
Burn & Company—ifor some twenly years past, and we understand
that wagons have also been built occasionally by a Karachi firm,
Messrs Herman & Mohatta, but until the establishment of the
Standard Wagon Company three or four years ago, no firm had
specialised in wagon building to the exclusion of all other kinds
of work.

21, The case for the Tndian manufacturer was pnt before us
by Messrs. Burn & Cowmpany (who are also
the managing agents of the Standard Wagon
Company) and by Messrs. Jessop & Company.
In substance their contentions were as follows:—

(1) Before the war, although they seldom or never got large
orders, they were able to make wagons at the same price
as the Home manufacturer and still make some profit.

(2) The war was succeeded by a period of very high prices,
but in October 1922 an abrupt and precipitous fall took

lace.

(3) Thg successful tender in the autumn of 1922 was equivalent
to about Rs. 3,500 per wagon erccted in India, includ-
ing Customs duty, {reight and all intermediate
charges. The lowest Indian tender was above Rs. 5,000
a wagon. :

(4) Tho successful tender meant a price for the Dritish manu-
facturer at or below the pre-war price of imported
wagons and barely covered the cost of materials.

(5) This very low tender was a deliberate attempt to kill the
manufacture of wagons in India. This wus due to tt

Position of the
industry.

The case for the
Indian Manufacturer,

ne
establishment of the Standard Wagon Company which
was likely to prove a more formidable competitor than
the Claleutia engineering firms.
(6) It is impossible for the RBritish firms to build wagons at
a lower cost than Rs. 5,000 and make a reasonable
profit.
92 The conclusions at which we have arrived after a careful
How far the case consideration of‘al]l the evidence we have taken
is established. are as follows:—

(1) Tt is quite true that, before the war, Indian firms received
orders for wagons at the equivalent of the price of

{ 10 )



11

imported wagons. We doubt, however, whether thoy
would have been successful in obtaining orders for a
large number of wagons in open competition with the
British firms, except possibly in a year of unusuall
high prices such as 1913. Ordinarily the orders whicg
caine their way would be for small quantities for which
- the British tenders would usually be higher.

(2) The successful tender in 1922 was an extraordinarily low
one, actually below the price paid for imported wagons
in 1913 and only about £20 a wagon above the average
pre-war price.” In order to tender at this figure profits
must have been cut to the bone, if not eliminated, at
every stage of manufacture.

(3) There 1s reason to believe that the British manufacturer
can in times of stress through his connections with, and
control over, other firms obtain his raw materiais at
abnormally low rates. On the other hand the Indian
manufacturer, so far as can be judged from the figures
submitted to us, seems to find difficulty in purchasing
imported materials at prices as low as might be expected.

(4) The Indian Standard Wagon Company furnished us with
an estimate of the lowest cost at which they could
afford to build. It was divided as follows:—

Rs.
Materials . ] . ! . . 3,109
Cost above materials . ; . . 1,577

The estimate of the cost above materials, which includes
Rs. 325—being the estimate of erection in India of an
imported wagon—seems to us to be a reasonable one,
and there appears to be some ground for thinking that
it did not compare unfavourably with the corresponding
costs in the United Kingdom.

(5) We find no reason for believing that the low tender which
was successful in 1922 was due to a desire to kill the
wagon building industry in India. From the fact that
several otber tenders, very little above the successful
tender, were received from British firms we infer that
there was intense competition to secure the order.

(6) We are compelled to reject the theory that British firms
cannot make a reasonable profit at a lower price than
Rs. 5,000 a wagon. The supporters of this theory lay
too much weight on the figures of one pre-war year,
1913, when prices were abnormally high, and make no
allowance at all for improvements in wagon building
methods during and since the war.

93. The main considerations which must influence the decision
Decisive Considera- rogarding'wagon building in India appear to
tions. be as follows:—

(1) The wagon tenders from British firms received recently
are somewhat higier than.in 1922. The lowest tender
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for the A-1 covered wagon is apparently Rs. 3,700 as
against Rs. 3,500. We do not find, however, sufficient
reason for thinking that for imported wagons of this
type prices substantially higher than these will
have to be paid for scveral years to come. Competition
from the Continent of Kurope is likely to become more
intense.

(2) It does not seem likely that the Indian manufacturer will
be able to tender at a lower figure than Rs. 4,400 for
covered wagons until he has an assurance of continuous
orders and for fairly large numbers of wagons, so that
he can secure the economy which comes from repetition
work.

(3) If wagon building is to be encouraged in India it is im-
portant that the orders should at the outset be given
for as few types as possible,

(4) The Indian manufacturer may be able to get fairly close
to the British manufacturer’s price when the tenders
are for one hundred or two hundred wagons only. But
small orders of this kind do little in themselves to en-
courage wagon building in India,

(6) We have not overlooked the fact that tenders were received
this year from a Karachi firm (Messrs. Herman and
Mohatta) at prices which in some cases were lower than
the British tenders. We find it difficult to understand
how the wagons could actually be built—as distincet from
the assembling of iwmported parts on which some
manufacture may have been done abroad—at Karachi
for these prices except at a heavy loss. In any case,
owing to the remoteness of Karachi from the Indian
sources of raw materials, it seems certain that imported
materials would be used exclusively for wagons built
there. DBut the encouragement of wagon building in
India necessarily means that the wagons should as far
as possible be made of Indian materials. From this
point of view Karachi is perhaps the most unsuitable
site for wagon building in the whole of India.

(6) As lar as we can judge there is no process of great inherent
difficulty involved in wagon building. It is work
which it should be quite possible to carry out in India
at a reasonable cost.

() The building of wagons is a natural development of the
growth of the steel industry in India. It is of great
importance to the Indian steel manufacturer that this
outlet for his steel should be open to him,

(8) The best index of the probable difference between the price
of the Indian-built wagon and the price of the imported
wagon is the difference between the lowest Indian tender
and the lowest British tender in 1924 for the A-1 covered
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wagon. The number for which tenders were called for
was 1,500, whercas the numbers of other types asked
for were much lower. It is for this reason that the
difference between the lowest Indian tender and the
lowest British tender is less in the case of some of the
other types than in the case of the A-l.

(9) The proposals we have made for the imposition of higher
duties on certain kinds of steel will raise the cost Jf the
materials in an A-] wagon by approximately Rs. 120.

24. Our proposals have been framed on the basis of the considera-
4 tions outlined in the last paragraph. It
: edB"“m’y recomment=  seems to us clear that wagon building cannot
' be effectively developed 1n India except at
some cost to the State. We fully recognized the desirability of
doing as little as possible to raise Railway costs, and we do not
think that the imposition of a protective duty on imported wagons
would be a suitable method of developing the industry, at any rate
at this stage. It is essential that the Indian manufacturer should
have some assurance of continuity of orders, and, as his capacity
for carrying out work will increase as iime goes on, that the
numbers ordered in India should gradually rise. On the other
hand, it is to be expected that as experience is gained and the out-
put goes up the cost of production will full. We have endeavoured
In our proposals to provide for both points.
25. We vecommend that bounties should be granted on the
The proposed scale Mmanufacture of wagons in Tndia in accordance

of bountics. with the following scale:—
a0 Lot of bounts] Gt of e

will be payable. ber wagon. bounty.
Rs. Rs.

lakhs.

First year . . . 800 850 680
fecond year . . . 1,000 70d 700
Third yoar . . . 1,200 680 896
Fourth year . . o 1,400 500 7-:00
Fifth year . . . 1,600 440 704

It will be seen that the annual cost to the State is limited to
Rs.-7 lakhs, that the number of wagons on which the bounty is
payable rises from 800 to 1,6Q0, while simultaneously the bounty
per wagon drops from Rs. 850 to Rs. 440. The figure of Rs. 850—
the bounty payable in the first year—is based on the difference
between the lowest Indian tender and the lowest British tender
for the A-1 covered wagon in 1924, plus Rs. 120 which 1s approxi-
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mately the additional cost cf the raw materials occasioned by the
protective duties we have proposed on steel. 800 wagons is, we
think, a reasonable limit to the number of wagons on which the
bounty would be payable in the first year.

26. Three minor points may be noticed—

(1) We think it should be a condtion

_ Conditiona govern-  attached to the payment of the bounty that as

jng Be payment ‘of = far as possible Indian materials should be used
in construction,

(2) The Railway Board should, when calling for tenders
annually, announce on how many wagons of each type
the bounty will be payable. It is desirable, if possible,
that at the outset the wagons should all be of one type,
or at any rate of as few types as possible. Unless the
number of each type is announced beforehand, there
might be difficulty in deciding in what proportions the
orders should be divided when one firm had put in the
lowest tender for one type and another for another type.

(8) The Indian firms would tender subject to the bounty within
the limits fixed. Tf, for example, in the first year the
bounty was payable on 800 wagons of the A-1 type and
the lowest foreign tender was Rs. 3,800, the order would
be given to the lowest Indian tender provided the price
was not higher than Rs. 4,660. Subject to the bounty,
therefore, the Indiau manufacturer will compete against
the foreign manufacturer.



CHAPTER IV.

Tinplate.

27. Tinplate consists of thin sheets of steel coated with tin.
It is essentially a steel product, the total
weight of the tin used being less than one-
fiftieth of the weight of the steel. Its most important use is for
the manufacture of the tins in which kerosene oil and petrol are
sold, and it is also used for cigarette tins, biscuit tins, and gener-
ally for all tinned food receptacles. The home of the industry is
in ‘South Wales which is still the great centre of manufacture in
the United Kingdom. The only other country in which the indus-
try has become fairly established on a large scale is the United
States of America where its development was the direct result of
heavy protective duties imposed in 18)0. Kven there, however,
success was only attained by the importation of a large number of
skilled workmen from Wales, and to this day, we understand, a
large proportion of the tinplale workers in America are of Welsh
birth or Welsh descent.

Tinplate.

28. The project for the manufaclure of tinplate in India
The Tinplate Com. Originated during the war, when the oil com-
pany. panies found great difficulties in obtaining the
supplies they required. Negotiations hetween the Burma Oil Com-
pany and the Tata Iron and Steel Company ou the subject com-
menced in 1917, the estimates for the buildings and machinery
were prepared in 1919, and a private Company ‘Wwas registered in
1920. The share capital amounts to Rs. 75 lakhs, of which ap-
Eroximately two-thirds are held by the Oil Company and one-third
y the Iron and Steel Company. It soon became apparent, how-
ever, that the capital raised -was insufficient and that the estimated
cost would be greally exceeded. We were informed in the course
of the oral evidence that the total cost of the works when completed
would be between Rs. 150 lakhs to Rs. 160 lakhs or more than
double the original estimate which was apparently about Rs. 65
lakhs. Of the excess of over Ry. 90 lakhs the Tinplate Company
aseribe Rs. 22.79 lakhs to the unfavourable exchange at the time
the purchases were made, and Rs. 68-47 lakhs to higher prices and
alterations in the design to render the works more suitable to Indian
conditions. The additional capital required was raised by the
issue of 10 per cent. debentures, all of which were taken up by {he
Burma Oil Company. The tota amount of debentures authorized
is Rs: 125 lakhs. 'The Company informed us confidentially in Sep-
tember of the amount actually issued up to that-dale, but as they
are unwifling to make the figure public, we can make no use of it.

(16 )
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29. The manufacture of tinplate at the Company’s works began
early in 1923, and when we visited the works
Progress of manu- in August, two out of the six mills were work-
ggﬁl‘“:“mi sthv‘:ogéfplate ing. The third mill was expected to slart in
ey Septewber and the fourth soon afterwards.
The fifth and sixth mills were not expected to begin working until
the cold weather of 1924-25. In fact, however, progress has been
more rapid than was auticipated. All six mills had been put in
operation by January 1924, and in the coming year (April 1924
to March 1925) the Company expect that they will approach, if they
do not attain, the full output of which the plant is capable. These
results are very satisfactory and reflect credit on the management.
The Company employ between 80 and 90 covenanted men imported
from Wales, and at the start all the work on the first two mijlls was
done by them. The fact that within a year the whole of the six
mills have been started with little or no increase in the covenanted
staff shows that the Indian labourers have been rapidly trained to
perform the less responsible and exacting duties on the mills. A
number of years must probably elapse before the imported labour
can be entirely dispensed with, but the success already attained
justifies the expoctation that a gradual reduction in the numbers
will be possible.

- 80. The natural advantages which the Company enjoys for the
manufacture of tinplale are those which hold
Natural advantages good in the stecl industry generally. Tin has
;’;gljlft‘;"s&cﬁ:tr‘?_ the o be imported, but in this respect India is not
worse off than the United Kingdom. The
annual consumption of tinplate in Tndia is about 50,000 tons with
a tendency to increase, and, the Company’s estimated output bein
28,000 tons, it is clear that the market is sufficient. The principa
frounds on which protlection has been asked for fall under the
following heads:—

(1) The necessity, in order to carry on work during the hot-
weather months, of providing loftier and more expensive
buildings and a more elaborate equipment than is re-
quired in Europe, or perhaps even in America, and the
higher capitalization which these arrangements involve.

(2) The necessity for some years of employing a large number
of imported workmen who draw much higher wages
than theyv would do in their native country and are also
granted certain allowances.

These aro both real disadvantages under which the industry suffers
at present, and the first is in the main a permanent handicap. The
men on the rolling mills have to work under very trying conditions,
and unless special arrangements were made, 1t is unlikely that
‘work could continue during the hot weather without interruptione
of a week or more at a time. - The buildings are lofty and spacious,
the platforms in front of the furnaces are water-cooled, and ade;
yuate arrangemeénts have been made both for ,iptréﬁucigg‘wo} air
and for removing heated air. The second disadvantage (i.e., the
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high proportion of imported workmen) must continue for some time
but should gradually diminish and eventually disappear. The pro-
cess is likely to be slower than in the manufacture of steel, for
American experience seems to show that the skill and experience of
the Welsh tinplate workers still counts for a great deal, even when
years have elapsed since the firm establishment of the industry.

81. It would be premature to express a confident opinion, when
Prospects that pro- the manufacture has been carried on for only
tection for Tinplate One year, as to the eventual ability of the in-
will eventuslly become dustry to dispense with protection altogether,
unnecessary. but the success hitherto attained is sufficient
to justify the hope that it will do so. Tt is satisfactory that tin-
plate of good quality was produced almost from the start, that six
mills are now operating with practically the same covenanted staff
as were employed on two mills a year ago and that work was carried
on practically continuously throughout the hot weather. In one
or two years’ time it should be possible to form a definite opinion on
the subject, but meanwhile the prospects are sufficiently favourable
to warrant some assistance from the State.

32. In the evidence given on behalf of the Company it was
suggested that protectian at the rate of 45 per
cent. was required. The figures for the cost
of production submitted by them do not, how-
ever, establish the necessity of a rate as high as this. Tinplate 1s
commonly sold by the box, which weights 108 1bs, or a little less
than one cwt. In Scptember last the Company supplied us with
three estimates of their costs (based partly on a few months’ actual
working) which may be summarised as follows:—

Cost per box.

The Company's
clsim to Proteciion.

Rs.
2 Mills working . : : . . 30-88
4 Mills working . - . . . 27-11
6 Mills working ., 1 . 25-10

The price of imported tinplate in 1923 was about Rs. 20 excluding
the duty, and a 45 per cent. duty would raise the price to Rs. <.
Even with only 4 mills working, a somewhat smaller duty would
have sufficed. ~In January, however, the Company informed us
that while for certain reasons the cost of production in 1923 had
been Rs. 34-84 per box, somewhat higher than was expected, they
‘confidently anticipated that the average cost for 1924 would not be
more than Rs. 25-10 and from 1925 onwards might be lower. - Tt
is on this basis that the application for protection must be consider-
ed and it is important to make it clear exactly what is included in
the cost of production.
33. The Tinplate Company has made two. important contracts
each of them for a period of 25 years. The
The Company’s con-  fiyst is with the Burma Oil Company for the
B %’O;m:nm" Burma o 16 of the tinplate it produces. Under this
pany- contract the Oil Company is entitled to take
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the whole output of the Tinplate Company if of satisfactory quality.
The latter Company expect that about 21,000 tons will actually be
required and that about 7,000 tons will be available for sale to
the public generally. The price to be paid for the tinplate under
the contract is the same price as would be paid for imported tin-
plate, including freight, insurance, customs duty and landing
charges.
34. The second contract is with the Tala Iron and Steel Com-
pany for the purchase of the steel bars from
thhgr t‘ontrlact ‘\'it:ll ‘which the tinplate is made. Under it the Iron
Steel Ctr?lpanx;).n ¢ and Steel Company undertake to supply an-
' nually 35,000 tons of sheet bars, andy the
arrangements as to the price to be paid are somewhat intricate.
In the first instance, the lron and Steel Company receive, as a
provisional price, the price, ** free on rail *’ Swansea, of sheet bar
for tinplate. At the end of the vear a final adjustment is made. If
the average cost of production exceeds the average price of imported
tinplate the lIron and Steel Company makes good half the loss
to the Tinplate Company. Couversely, if the cost of production is
less than the imported price, the Tron and Steel Company receives
from the Tinplate Comppany half the profit. The contract provides
what is to be taken inio account in the cost of production for the
purpose and in particular it includes—

(a) An allowance for depreciation calculated at rates which
are laid down,
(b) Interest at 10 per cent. on the Tinplate Company’s deben-
tures, and
(c) Interest at 6 per cent. on the Tinplate Company’s share
' capital.
Depreciation, of course, is always parl of the cost of production,
and intercst on the debentures in so far as they represent working
capital is alto a fair chavge. Dt interest on share capital or
~on debentnres raised to meet fised capital expenditure is on a
different footing, avd would not ordinarily be treated as part of
the vost of production.
35. Tt is hardly possible fo explain lhow the coniract operates
| " without taking concrete figures and this has
Prices likely to be been done in Statement T at the end of this
received by the Tata  (hapter. The statement shows the cost of
‘I):;f:;, Rfr:)‘: zﬁﬁlt (BO::H production of 100 boxes of ‘rinAplulte according
under the coutract. {o the Company’s estimate for 6 mills working,
and the price of sheet bars has been taken at
the actual prices of 7th April and 4th August 1923 as supplied to
us by the Tinplate Company. It also shows the price of imported
tinplaté on the same dates, the loss on production and the manner
in which the loss is divided be{ween the two Companies. The
result to the I'von and Steel Company is a net price of Rs. 132 per
ton of sheet bars on the ficures of the Tth of April and a net
price of Rs. 110 on the figures of the 4th of August. The net
vesult to the Tinplate Company cannot be stated so simply.
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36. The statement shows that with prices as they were on the
Connection between 'R April 1923, the price of imported tinplate
the price of Sheet 'Was exactly equal to the cost of production
Bara and the price of after excluding all interest charges on fixed
imported Tinplate. capital expenditure. With prices as they
were on the 4th August of the same year, there was a loss of Rs. 108.
It is to be noted, however, that the interest on working .capital has
been arrived at purely by rule of thumb from data supplied by
the Company itself. Their estimate include¥ interest at 10 per
cont. on debentures for Rs. 125 lakhs, and since the estimate for
the fixed capital expenditure is Rs. 160 lakhs in all, and the share
capital 1is only Rs. 75 lakhs, the remainder (Rs. 85 lakhs) must
be made good from the debentures. The balance of the debentures
(Rs. 40 lakhs) is available as working capitaul. But the Company
have not informed us that so large a sum will actually be required,
and the figure may prove to be excessive. The rate of interest
is also unduly high and we know of no reason why the Tinplate
Company should be compelled to borrow working capital at 10 per
cent. when other Companies can borrow at 71 per cent. Some
reduction in the figure for interest on working capital .should be
possible, but as the figure taken is less than 3 per cent. of the
cost of production the point is not of great importance.
37. The position created by the two contracts discussed in the
; preceding paragraphs is a somewhat unusual
Bearing of the con- one. In effect the Tinplate Company 1s being
:’g:“,’;m:]’;to.p“"’“t“’" heavily subsidised by the Tata Tron and Steel
Company, although that Company is itself,
asking for protection for its own manufactures. Tt is true, of course,
that the contract was made at a time when conditions were very
different, and before it was known that the original estimate of
the cost of the tinplate works would be greatly exceeded. Never-
theless, the contract seems to us to have been ill-advised from the
point of view of the Iron and $Sieel Company, both because it is
to continue for the very long term of 20 years, and still mbre
because it makes the price which the Company is to receive for the
steel 1t sells depend on the efficiency with which the purchaser
carries on his business. The contract with the Burma 0il Com-
pany is also of importance on account of the provision which
entitles that Company to take the whole of the Tinplate Company’s
output. We were at first inclined to the view that, in the very
peculiar circumstances created by the two contracts, it was doubt{ul
whether the grant of protection could be justified at all. On the
whole, however, we do not think that the objections are decisive.
The Burma Oil Company receives no concession in the matter of
price but pays exactly what it would pay for imported iinplate,
and we believe that it is not likely to exercise its right to take
the whole of the Tinplate Company’s output. Tn itself the estab-
lishment of the tinplate industry in India is clearly desirable,
and we believe there are good chances of success. Some assistance
seems to be necessary for the next two or three years, but we are
clearly of opinion that it should be limited to the minimum which
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will suffice to keep the Company going until it is in a position to
stand alone. '

38. Imported tinplate is at present subject to a duty of 10 per
cent. on a tariff valuation of Rs. 400 a ton.
‘We recommend that a specific duty of Rs. 60
a ton, equivalent to 15 per cent. be imposed.
This will mean a duty of approximately Rs. 3 per box instead
of the present duty of Rs. 2 per box. In statement II below the
results to the Tinplate Company have been worked out on the
same basis as in statement 1. The final result is that, after meeting
all ordinary overhead charges, a surplus remains of from Rs. 100
to Rs. 150 per hundred boxes, or from Re. 1 to Rs. 1-8 per box.
As the outlurn expected is 6,22,000 boxes annually, the total sum
available is from Rs. 6% to Rs. 9} lakhs. TIf the whole of the
authorized debentures are actually required, interest at 10 per cent.
would amount to Rs. 85 lakhs. The interest on the remaining
Rs. 40 lakhs, assumed to be working capital, has already been
provided for in the cost of production. We have not been informed,
however, whether in fact the whole of the debenture capital is
likely to be issued, and in any case allowance should be made for
the fact that the plant was purchased at a time of very high
prices.

39. We recognize that the proposals we have made will not go
Effect of the recom. 3¢ towards removing the loss which the Iron
mendations on tle and Steel Company secm likely to incur on the
Tata Iron and Steel gupply of sheel bars to the Tinplate Company.
Company. We consider, however, that our proposals must
be framed to suit the needs of the Tinplate industry itself and
cannot be adapted to meet the very special circumstances
created by the contract between the Iron and Steel Company and
the Tinplate Company. Nothing short of a bounty from general
revenues in the case of sheet bars would really remedy the situation
thmt has arisen, but we do not consider that this is a case in which .
a mistake made by the Company can be rectified at the expense of
the taxpayer. We may, however, point out that the Iron and Steel
Company anticipate that when they attain their full production,
they will be able to produce sheet bars in the sheet bar and billet
mill at a cost excluding overhead of about Rs. 80 a ton. If they
are successful in achieving this result, although the manufacture
of sheet bars may not be very profitable, it is not likely to result in
8 heavy loss.

Proposed duty on
Tinplate.
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StaTEMENT 1.

Estimated cost of production of 100 boxes of tinplate in
accordance with figures supplied by the Tinplate Company (see

paragraph 35). )

Provisional price for 6 tons of sheet bar
Works cost above metal .

Total works costs

Depreciation
Interest on working
Rg. 40 lakhs).

C'apitaf (10 i)er oe;n,. or;
ToraL .
Interest on debentures representing = fixed

capital (10 per cent. on Rs. 85 lakhs).
Interest at 6 per cent. on Rs. 70 lakhs share

capital.
Total coat as provided for in the contract
Price of imported tinplate . 5 ¥ .

Loss on the production of tinplate ; b

Share of the loss to be borne by the Iron and
Steel Clompany.

Net loss o the Tinplate Company ’.

Prices taken as
at 7th April

I'rices taken =8
at 4th August

1923, 1923,
Ras. Re,
898 821
1,204 1,204
2,102 2,046
135 136
64 64
2,301 2,224
137 137
72 72
2,610 2,433
2,300 2,116
210 317
105 1686
165 1685

Sraremext T1.

Estimated cost of production of 100 boxes of tinplate after
eliminating all interest charges ou fixed capital expenditure (see

paragraph 38).

{

Cost of production calculated in accordance
with the contract. .

Tnported price including duty of Rs. 3 a box .

<+

Loss on production . . . . .

Share of the loss to be borne by the Ivon and
Steei Company. a

Cost of production excluding all interest
charges on fixed capital expenditure.

Imported price includidg duty of Rs. 3 per
box plus the amount payable by the Iron
and Steel Company.

Sorplus at the disposal of the Tinplate Com-
pany after meeting all ordinary overhead

ehavges.

¥

Prices {aken as
at 7th April.

Prices taken as
at 4th August.

Rs. Ras.
2,510 2,433
2,400 2,216
110 217
63 1085
2,301 2,224
2,458 2,824'5
164 1006 -




CHAPTER V.

Wire and Wire Nails.

40. We received an application from the Indian Steel Wire
“Indian Steed Wire Froducts, Limited, for the graunt of protection
Products, Limited : its  to the manufacture of wire and of wire nails.
equipment. The Company’s works are located at Jamshed-
pur and it has made contracts with the Tata lron and Steel Company
for the supply of the steel rods from which the wire is manufac-
tured. The full capacily of the plant is ahout 9,000 tons a year,
but its present output does not exceed 120 tons a month. The
Company hopes eventually to manufacture barbed wire, stranded
fencing wire and galvauised wire, but at present its operations are
confined to the drawing of ordinary wire and the making of wire
nails. The trade returns for the year 1922-23 show that the im-
ports of wire of all kinds and wire nails from the British Empire
were about 3,000 tons and from foreign countries about 16,500
tons. The British imports consist chiefly of special wire which the
Company is not yet equipped to produce, and the competition which
has to be faced comes chiefly from Germany and Belgium.

4]. When we examined the representatives of the Company in
September 1923, the resulls of only 4 months’
working could be placed before us, so that
the data on. which the cost of production
can be estimated are somewhat scanty. In addition, the present
output is so small in proportion to the capacity of the plant that
not only is the incidence of the overhead charges per ton very
heavy, bul the works costs also come out high. We have scruti-
nized the figures submitted by the Company carefully and the
results may be summarised as follows:—

All-in cost of pro-
duction per ton.

Estimated cost of production
on au onlpat of 250
tons & month,

Rs.
Metal costs .o .. . 187
‘Works costs above metal . . . 65

Total works costs per ton . 252
Overhead charges . . . . 44

All-in cost per ton . 296

The output we have assumed—250 tons a month—is the full cepa:
ity of the plant working one shift-a dag. To calculate what the
(2)
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costs are likely to be on a smaller output would not,.we think, serve
any useful purpose. Each item im thé costs has been examined
and we have not hesitated to reduce the Company’s figures when
they appeared unreasonably high.

42. In order to determiwe what is a fair selling price for the
Indian manufacturer it is necessary also to
ascertain what is a fair allowance for the
return on capital. The capital of the Com-
pany stands ot a little over Rs. 21 lakhs. We do not consider it
probable that capital can be raised in India, for the smallet indus-
tries such as wire, at a lower rate of interest than 10 per cent.-and
the total return on capital is therefore Rs. 2-16 lakhs. If this
profit has to be earned on a production of 3,000 {ons per aunum,
it amounts o Rs, 72 per ton, We do not consider, however, that
a firm can reasonably expect tqo earn a full profit during the first
two or three years of its existence or on an output equal to about a.
third of its full capacity. The total return on capital must, we.
think, be distributed over the full output of 9,000 tons a year and
the incidence is then Rs. 24 per ton. The fair selling price is then:
as follows : —

Selling price with
reasunable profit,

Per ton,
Rs.
All-in cost of production . ¢ . . 206
Return on capital 3 : . . 24

ToraL . 320

43. The evidence we have obtained from the Company, which
is confirmed by other sources of information,
leads us to the conclusion that imported wire,
such as is manufactured by the Company, is
likely to enter India at a priee without duty of Rs. 200 o ton. 1t
is on the difference between this figure and the fair selling grice
as determined in the Iast paragraph that our proposals are based.
44. The various kinds of wire which at present are alike subject
Proposed smount of to & uniform ad valorem duty of 10 per cent.
protection for Wire.  can be classified as follows: —

Price of imported
wire.

(1) Barbed wire and stranded fencing wire.

(2) Single strand plain or galvanised wire made of ordinary
soft steet for telegraphs, light fences and other miscel-
Ianeous purposes.

(3) Special wire, either made of =oft steel drawn to extremely
fine wire, or made of harder steel, hardened and tem-
pered for sprimgs, umberella fittings and other special pur-
poses.

The Company are at present equipped to make only the kinds of

wire falling in the second group. We recommend that barbed wire
aud stranded fencing wire should rewain subject to the present duby
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of ten jper tent. &d valomenm wnd that on all oiher wire a ‘specille
duty «of Rs. 60 a ton skould be imposed. This ‘will be egiivolent
o a little less than 25 per cemt. on wite such as the ‘Company,
manufacture. The special kinds of wire Vaiy censiderably in value,
but the great praportion ‘of them fall within the limits of Re. 500
snd Rs. 800 s ton. On such wire the specific duty of Rs. 60 a
ton would vary from 12 to 7 iper cent. We have Deen constrsined
to put_our proposals in this form owing to the great difficulty the
Customa authgrities Wwould have in dwsoriminatisg between the
special and ordinary wires if they were subject to different rated
of duty.
45. \We have not examined separately the cost ¢F production of
The séme smountt of Wire hails and indeed no deta for such an ex-
protaction’ for Wie amination are available. These n#ils are
Nails, manufactured from wire by means of sitple
automatic machines, several of which can be looked efter by a
single workman properly irained for the purpose, and the exird
cost is mot large. The price of imported wire nails is about the
same a8 that of wire and is sometimes actually lower. The pretent
duty is 10 per cent. on a tariff valuation of Rs. 280 a ton. Wb
propose that the specific duty of Rs. 60 a ton should also be imposed
on wire nails,



CEAPTER VL

Agricultural Implements,

46. Two applications for protection for the manufacturs ot
M ahaTecture . agricultural implements have reachéd 'us.
ploughs. % QOne was submitted by the firm of Kirloskar
Brothers, Limited, of Kirloskarwadi in thd
Satarg District of the Bombay DPresidency, who .specialise in the
manufacture of ploughs made partly of steel and partly of irom.
The oral evidence which we took from u representative of the firmn
made it clear that at present the competition of imported ploughs
is not serious and that, even when the duty on raw steel is increased
to the extent we have proposed, there is no reason for apprehen-
sion that the firm will be unable to hold its own. We have there-
fore no recommendation to make in this matter.
47. The second application was received from the Agricultural
The  Agricultural Ymplements Company, Limited, whose works
Implements Company, are at Jamshedpur. This firm obtains from
Limited : nature of ite the Tata Iron and Steel Company the steel
difficulties. which ‘it requires at favourable rates. The
irincipal articles manufactured at present are picks, powrahs or
odalis and hoes. The Company’s works, which we visited in
‘August last, are well laid out and cquipped with modern and
up-to-date machinery. The full capacity of the plant is about
4,000 tons of finished goods per annum, but the present production
is only about 80 tons a month or less than a thousand tons a year.
‘At this rate of output the incidence of the overhead charges is
very high and the aYl-in cost per ton is Rs. 767 (excluding gepre-
eiation) whereas the wholesale selling price for goods of the kind
manufactured by the Company is Rs. 710 per ton. When full
production is reached, the all-in cost of production is expected
to drop to Rs. 60Y a ton excluding, or Rs. 666 including, depre-
oiation. The profit remaining would be equivalent to a returu of
about 7 per cent. on the Compuny’s share capital. L
48. Wo are satisfied that the Company is efficiently managed
' and is likely $o do well provided it can reach
Plﬁ:c"goff:'i:m‘;‘nrz its full output. Protection is nceded in this
case not as a permanent measure, but as a
temporary expedient to enable the Company to get a foothold in
the Indian market and increase its production rapidly. Under the
present taviff certain agricultural implements are admitted free
of duty, but the articles produded by the Company do not fall
urder this category but are subject to the ad wvalorem duty of
15 per cent. applicable. to hardware. The Company has asked
that an additional duty of 20 per cent. be imposed, making 35 per
cent. in all, but wé do not think there are sufficient grounds for

(2 )
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protection to this extent. We recommend that the present ad
valorem duty be Taised to 25 per cent. on picks, powrahs or
kodalis anl hoes. We believe that this amount of protection will
sutfice to enable the Company to extend the scale of its operations,
and in {wo or three years work up to its full capacity.
49, ,The Trade Returns do not classify implements of this kind
separately and we have failed to obtain trust-
Difficulty of deter- worthy statistics of consumption from other
&;“‘:‘gﬂ:ﬁl"m:’“'d"“ on  gources. We are unable, therefore, to esti-
o ' mate what the burden on the consumer is
llkely' to be, or the probable effeet on the Customs Revenue,
Machine-made implements such as are produced by the Company
are too expensive for the ordinary cultivator. The additional
burden is likely to fall on Railways, Irrigation works, local bodies,
mines and large plantations.

G. RAINY,
President.

P. P. GINWATA.

_ V. G. KALE.
G. C. F. RAMSDEN,
Secretary.

The 26th February 1924,
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ANNEXURE A.

Proposed sections of the Tariff Schedule, embodying the Tarift
Board’s recommendations. '

Serial . " . : Tarift
Yo. Names of Articles. ‘ Pex \'n{l:\.l:xt';tii;')n. Duty.
87 CONVEYANCES--- : Re. &,
COAL-TUBS, tippiug wagons aud the Ad ralovemm | 25 por eont,

like convoyances designed for use '
on light rail teack it adapted for
manipulation by manual lahour .
and if made mainly of iron or'
steel ; and componemt partz and
accessorier thereof. :
TRAMCARS, motor-omunibuser, mo- . . 15 .,
tor-lorries, motor-vans, paracnger
\ifts, carriages, carts, jinrikehas,
hatli-chaira, perambulntors, -
trucks, wheel barrows, bicyeles, -
trieyeles, and all other sorts of
conveyances not otherwise speei- i
fied, and component parts and’
acceswories thereof. exeept such
parts and recessovies of the motoer
vehieles above-mentioncd 4s. are
also adapted for nee es parts or
accesrofes of motor care, motor
exeles  or motor geoofers (ece
No. 6]

75 HARDWARLK, [RONMONGERY
AND TOQLS— ;

Prcgs. kodalies, powrahs, manioo- . N 25 per cent.
tiea and hocs. ’

ALL other sorts not otherwi-¢ gpes . L . 1
cified. :

~ _METALS, TRON OR STPEET.
W 1RON— -
ANGLE. channel and tee, not fabri- ton 200 0 Y0, .
cated. ' ’
Crown and =uperior gualitier.

Other kinde Coe o Specific 20 Ra.
o L, if galvauised. tinned . 200 0 710 per cent
or Tead couted. W
ANGLE, ehannel and tee, fabricated | Ad vaiovem ' 15, i
Bar axo Ron— : :
; Qualities superior to Grade A of’ ton 350 ¢ 10, .
i the British Engineoring Stand- - !
. ard Association.
) (irade A of the Britielh Eugineer-
) ing Standard Association and
! Crown quality and intermediate .
; qualities— )
‘ Over } inch in  (Hameter or . 60 0 11 .,
i thicknoss '
! 1 inch and under in dinmeter . oy ¢ 10

or thicknesa. .
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Proposed secHions of the Tariff Schedule, embodying the. Tariff
Board’s rccommendations—contd.

1
i

. o s
sc\’{:“l i Nrmes of Avtielex. Doy Vn%:)l:l\)t*fon. Duty.
| ' i l
——-—‘1 ——— P OT— -‘__.._._..._,., v F e ;-—_—.., —
! ;
§'MET.'U.S. IRON OR STRET-~ronid. Re. .
! :
{IRON=—contd,
BAR AND RoOD-—conid. :
. Common . . . . ton Npecific L 30 L.
! v if galvaniced, tinned or .- 180 } 106 por cont.
lead conted. i
All other sorts . Ad caloram | 10 .
Pie . ton 9 0 10
RicE Bowla . . . ., owt, 2 0 10, "
Sri1EGELEISEN, ferro-mangnuese, i Ad ralorem 10
; ferro-silicon und other ferro
i allovs,
' STEEL— )
91 ¢ Avroy steol, all kindx . . Ad valovem W
ANGLE and tee if galvanised. tinned ton 200 0 10, .
or lead coated.
1 fabriented

. . 5 . Ad valoven. 19,
ANcLy and tee, all other savts, and r Specific . 30 R,

heum, chaunel, zed, trough-
plate, piling and other struectuvral
sections, not fabirieated. ‘
(f fabrieated

. . . , i Ad valorey. & per cent,
BAR AND Rop— L
SBwedish and similar gqualities | ton 20 0 W, .
Planished, polished or conted with H 1Ry ¢ 10 "
other metals.
Common merchant and bar  and A Specifie Y Re.

rod designed for the veinforeing
of conerete, nll wizes,
All orts not otherwise speeified .
Crueint g, sheonr. hlister amd b
rteel all kinds.
KXPANDED inctal

Ad ralorem | 10 per cent.
Aﬂ r‘nh‘»re;n N 1‘) s

“

10

INGOTH, blooms and billety . 3 . - w o, "
RAILWAY TRACK MATERIAL-~
Rails 30 lbs. and over por ynrd, ton Specitic 14 Ra.
and fishplates therefor.
Rails nuder 30 1hs. per vard, and " o 40

fisliplater thevefor.
Boarini pintos

K Ad calorcw § 10 &01' cent.
Spikes hnd tie-hars . . ton Specifie 1 40 Ra.
S{ecpcm and faatenivegs therefor < Ad eatoren, - 10 per cent,

and lever boxes,
Switchos, crossings and the like - . 25 . g
material not made of alloy steol. ‘ )

i Sraws, 1}inch thick or over . . . o ..

SteEL for springs und for cutting ' . I . . v . "

tools made hy any process.
STRUCTURER f{abricated partiall

or wholly, not otherwise speeni- :
Ged, if made mainly or wholly . i .
of stesl burs, scetions, plates ! :
or slieote for the construction of - ;

buildings, bridges, tanks, well- [
vurbe trostles, towers and eimilar * :
structnres or for parts thereof, | |
hut not including builders’ hard- .
ware sce No. 75) or articlex'
epecified in Nos. 67, R7, SRor -
136.

Ad raforeny 28
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Proposed sections of the Tariff Schedule, cnbodying the Teriff
Board's recommendations——contd.

Ser ml
No.

£

¥
|
|

Nawmes of Artieles.

METALS, IRON OR S'J'}‘I}'JI.—-:-on[d.!
STEBL~conld.

TiN plates and tinned sheets in-
cluding tin teggers.
Tin plete cuttings

TRAMWAY TRACK MATHRIAL—-

Rails, fishplates. tie lurs, 8w 1t(-he3,;

erossings and the like materiala |

of shapes nnd sizes specm]lv

adapted to tramway track.
WIRE rope

IRON OR STEEL--

ANCHORS and L.l,JAL.. .

Bours and nuts inelunding hook )mlts
and nuts for roofing.

Hooprs AND STRIPS—

Hoops, Crown and superior yuali-

ties.
o other kinds
,, if galy Amsed
tmnod pl.mmh(.d lead couted:
or nluminium coated.
Strips, Crown end superior yuili-
tiek.
" other kindx
s A gale uma(‘d
!umcd pl’uushed lead conted, *
or alaminium conted.
Nams, Rivers AND WASTERs,
all gortg—
Nails, wire or French .
., rose, deck, and fat. Dewlod
other kinds, including gal-
vanised, tinned or lead conted
und pane! ping and tacks,
Rivets, hluck
» other sorts 4 .
Washers,  galvanised, nickel-
plated, tinued or lead coated and
dome-shaped, spring or locking
wasliers.
Washers, other rotts
Prrrs and Tuses and httmm- there-
for, that iy to 8ay, bends, bhoots,
clLowr, Laes, bork(t\ flunges
plugs, valves, cocks amd the like. |

If rivetfed or otherwise Duilt up

of plates or slicets,
All other kinds
Pr.aTEs not undLr x inell tlud\
cluding sheets } inch or over—

in-

Boiler fire-box and speecial quauli-

tios, not fabricated.
Ship, tank,
not fabricated .
Cuttings all kinds
All kinds, fabticutud .
SuEELS under § inch thick—
Black, whether corrugated or Hat .
(mlvumsed, whether  ecorrngated
or flat. R

bridge and common,

Per.

tun

ton

WL

CWLL

tou

ton

st

Tavift
Yaluation.

i Specitic

CAd valorem

2 v
Ny
250 4
200 0
1
! 200w
U]

Y Specitic

; 200
! 33 0
i 1 0

30

Ad ralorean

Ad cilorem

!
l R T
|
| Apecifie

! I
Ad valovem
Ql

{ Npecifie

.

Duty.

60 Re.

15 per cent.

W .. .
gy,

0 .
10 ., .
v ., ..
100 ,. .
1w .,
1 N
o, o
w ., K
3 -,

10 per Cent.
0 . .

30 Rs.

25

29 per cent.

U Ru.
I 45 .
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DProposed sections of the Tariff Schedule, cmbodying the Tariff
Board's recommendations—contd.

—— A VETLL S —e r——

Nerinl Taritt

Names of Articles. : ‘er . p :
Yo. umes of Artioles er Valunation. Duty.
|— - - - S L, -
Rs., 2
'METALS LRON 04 STEEL—concld.
SEEETS, under § inch thick~contd.
Cuttings of the above kimds of . UoAd calovem 13 por ceont.
rhocts. i :
1t annealed which have boen either! ton 2G 0 CLlo,,
cold-rolled, smoothed (includ- X
! ing  planished), Yickled or | ! .
: cleaned by acid or other mate- - i .
_rial or process. . ‘
i Coated with metals other than tin o~ 320 ¢ v .. .
or zine of 26 gauge or thicker. :
Coated with wmetals other than tin | . H25 0 .,
_or zine thinner than 26 gange. .
Other sorts, inelnding enttings CAd valorem TR0, .
not otherwisre specified. :
! : i
| SHEETS, all gorts. fabricated . s ild o,
WIRE— ‘- ;
‘ Barbed and strunded fencing 3 Ad ralorewm )10,
: Netting . . . L L . . I C '
i Allother kinds . . k i ton . Specific | 60 Re.
I JRON OR STEEL, all other kinds not" Ad valoremn 15 per cent.

i otherwise specified, ‘

| i | |
9g | IRON OR STEETL CANS OB DRuUME— : i
! When imported containing kerosena : ;
and wetor spirit which is sepa- . !
rately agsessed to  duty  under
No, 34, namely :=

Jwus, tinmed, of four gailons can ’ [T FRN .
capacity. . !
Cans or drwws, not tinned, of '
two gallons capucity— i
‘a) with fauneet eaps . L can or drnn 18 15,
b) ordimary . . . . . o G ,
Drwms of funr gallons eapacity - ‘ ‘
(a) with faucet eaps . . drum | 2083 P1h o, "
| 18 +1h

| h) ordinnry . . . . :

{ | i

! IRON OR STEEL CANY OR DRUMS, . Ad ralerenmt | 15,
other sarts.

RATILWAY PLANT AND ROLIL-
ING STOCK. !

101 | RAILWAY MATERIALS FOR L ERMA- ' |
NENT WAY AND ROLLING $TOCK,
NAMELY :- -

Specitic T4 Rs.

ta) Lails 30 1bw. and over per yard ten |
and fishplates therefor. :
b1 Rails under 30 1hs, per yard o }
and fishplateg therefor. '
(¢} Spikes and tie Lars . .
() Switehes erossings :nd the
like materiale not made of

: alloy steel.
! ’ - !

40

40

. .
Ud ovalorven: |25 per cent,
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Proposed sections of the Turlff Schedule, cmbodying the Tariff
Board’s recommendations—concld.

| : I
i !

S%g‘.‘ ' Numes of Articles, l Per. \ '\'ull‘::;ltfilon. Duty,
i ! ]
- - - e — - e
‘ I
{ ! Rs. A
i »
i RAILWAY PLANT AND ROLL- | | ,
; ING S1OCK—concld. ‘ ‘ |
; i .
101 | RAILWAY MATERIALS FOR PERMA- ' i !
NENT WAY AND ROLLING STOCK, ' |
NAMELY--contd. | |
!
(#) Sleepery and fustenings there- ! + Ad valorem - 10 per cent.
for, heuaring-plates, fish- i
bolts and mnuts, cbairs, i

interlocking apparatus,
, brake-gear, coupliugs and

springs,  signis,  turn-
i tables, weigh-bridges, cur-
) riages, wagong, travergers,
; trollies, trucks and compo-

nent parts thereof ; also the
; following articles when im-
ported by, or under the
orderas of, a railway oom-
pany, namely, cranes and ;
water ¢rancs. !

'
" Pruvided that for the purpose of this
entry *‘ railway "’ means 2 line of |
railway gubject to the provisions of
¢ the Indian Railways Act, 1590, and
includes a railway constructed in u |
State in India snd also such tram-
ways us the Governor-General in
i Council may, by notification in the
Gazelle of Indyr, specifieallv in- |
i clnde therein : :

Provided also that nothing shall be i [
' deemed to be dutiable hereunder

which is dntinble nnder No. 87 or i
No. 98, ‘ '

;

142 F COMPONENT Panrs or Rartnway
MATERIALS, as defived in No. 191
w), namely, such parts only as are '
esgontial for the working of railways .
and have been given for that pur-:
pose some special shape or quality
which would not he cssential for
their nse for any other purpose :

dd ewloren 10, o

i
!
!
i
'
i

‘: Providod that articles which do not
satisfy this condition shall also he
deemed to Le component parts of
the railway materinl to which they
belony, if they are esecntial to itws
operation and are imported with it
in such guantitics as may appear to
the Collector of Customs to hel
ressonahle. !

|
i
i
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NOTES ON PROPOSED SECLIONS OF TARIFF SCHEDULE.

General Xote - ~Wherever tariff valuations are entered in the
proposed schedule, they are those of the 1924 issue of the schedule.

67. CONVEYANCES-—
This is in accordance with paragraph 19 of the Board's Second
Report.

75, HARDWARE, Ero.—

This is in wecordance with paragraph 48 of the Board's Second
Report,

v0. TRON- -

dnyles, ete.~—These articles are brought together iu view of thetwr
similarity in use, price and methods of manufacture. The duties ou
the common qualitics ave raised to prevent the substitution of steel
sections by these articles.

Bur, ete.—The specifie duty ou common uncoated bars and rods is
vequired to prevent the substitution of steel bars and rods by the
cheaper forms of wrought iron. The duties on the other qualivies
remain unchanged. It has been made clear that all the duties wili
apply to vod as well ar to hax. )

Pig.--No chang:

Rice Bowls.—No chauge.

Ferro wlloys.—Lt is not clear how these are dealt with in the
present schedule. Tt has now been definitely provided that they are
not to pay more than 10 per cent. 1n present crcumstances.

9l. STEEL—

General.—It is wore conveuient that steel should be dealt with
betore * Iron or steel 7.

Alloy steel.—See note on fervo-alloys above.

Angles, cte.~These structural shapes have been brought together
for uniform protective treatment. The angles and tees coated with
other metals remain unchanged. _

Bar, ete.—The tems which are al present subject to tarifl valua
tion remain unchanged and are entered as at present. A specific duty
of Rs. 40 is enteral for commmon and re-inforcing bars, All other
qualities remain at 10 pev cent. wd calorem as at present and are
grouped together.

Crucible, etc.—These do not compete with Indian manufactures
and will continue to pay 10 per cent. duty.

Fepanded Metal —QOwing to the breaking up of the present item
“heams, ete.”’, under 91, this needs separate mention. No change.

Ingots, eie.—No change.

[
Railway, cte.—~No change in bearing-plates, lever-boxes, sleepers
and fastenings. The present duty on rails and fish-plates has been
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converted into an equivalent specific duty for the medium and heavy
articles. The same daty is put on light rails (which are volled in
har mills) and fishplates as on bars, as no bounty will be paid on these.
The duty on spikes and tie-bars, which can he (and are to o consider-
able extent at prescnt) made of Indian steel har is brought into line
‘with the duty on bar. Switches, ote., can be, and are, made in India
from Indian material and are treated as fabricated steel.

Slabs.—No change, except that a limit of thickness hag heen
introduced.

Spring steel, etc.—No change is made in the treatment. The
definition in the extsting schedule is not sufficiently comprehensice.

.S’tructurcsm—-'[‘}}is has been drafted to cover the kinds of tabricated
steel work which it is proposed to protect.

Tinplates.—The duty recommended is cquivalent to [5 per et
on the 1924 valuation.

Tramway Material.—These rails, ete., cannot be made in Indiu and
this item has been inserted iu ovder to leave these articles at 10 per
cent.

WWire rope.~No change. This isSinvariably made of steel.
92. IRON OR STEEL—

Anchors, etc.—No change.

Bolts, ete.—No change.

Hoops, ete.—No change.

Nails, etc.—No change except in wire or [rench naile

Pipes, cte.—No change except for!the separation for a protective
duly of fabricated pipes,

Plates.—The uty on cuttings has been rvaised in consequence of
the increase in the duty en ordinavy plates. Speeial qualities of
plates remain unchanged. Material { inch thick is transferred to
plates from the present classification as sheets. This is in accordance
with a general trade practice and with manufacturing conditions in
Tndia.

Sheets.——The principle herg has been that for the kind of sheets
which will be made in India during 1924 the duty should be made
specific and equal {o 15 per cent. on the 1924 tariff valuations, The
other sheets are to remain at their present valuations. The classifi-
cation has to some extent been recast with this in view and also to
bring it more in line with costs in the industry; e.g., a black corru-
gated sheet does not cost as much as a galvanised. Nor does a flat
walvanised sheet (up to 26 gauge) cost Rs. 20 per lon more than a
corrugated. It is not necessary for protective purposes to maintain
the present distinetion hetween different thickness of galvanised
sheets or of tinned sheets.

Wire.~Barbed and stranded fencing wire remain as at present.
Netting also remains as at present but has been removed from No. 93.
The other wires are to hear the®specific duty shown.

Al other kinds.—Have been removed to this number from No. 93,
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93. CANS OR DRUMS—

No change has been made in this exeept those already indicated,
which leave this number concerned with cans and drums only.

101 and 102, RAILWAY PLANT--

No. 1ol has been modified to ecnable the same treatment to be
provided for the items mentioned in (a), (), (¢) and () as in No. 91.
Also, such articles as bridgework, water tanks and wire have been
removed, since it s unnecessary to mention thew here as well asg in
the Iron and Steel eatries.

The only change in No. 102 has been to alter “ No. 1017, to
“No. 101 ()" to make it clear that the 10 per cent. duty on com-
ponent parts will not apply to-No:101 (2}, (b), () and (d).



ANNEXURE B.

Note on the proposals of the Tariff Board examining the
burden on the consumer which they entail and
explaining their probable effect on the
Customs Revenue.

This Note has been prepared with the object of cxamining the
burden ou the consumer which the proposals of the Tariff Board
will entail, and of ascertaining the probable effect on the Customs
Ilevenue. The Board's proposals include both the imposition of
protective duties and the grant of bounties, and it is necessary to
show how far the extra revenue suffices to meet the expenditure
mvolved

2. The method of dealing with the subjects which has been
adopted is briefly as follows. In paragraphs 3 to 17 the imports
of he various kinds of steel and 1ron affected by the Board’s pro-
posals are examined, and the probable volume of importation is
estimated—

(@) at the present rates ol duty, and

(b) with the proposed new duties.

Next, in paragraphs 18 to 20, the Indian production of the same
kinds of steel is reviewed and. the future production estimated.
These earlier paragraphs serve us material for an cstimate (see
paragrapl 21) of the” total Indian- consumption during the next
three years. The probable burden on the consumer is examined
in paragraphs 24 to 30 and the effect on the Customs revenue in
paragraphs 81 to 33. In all the figures given the imports of Gov-
ermment stores are included, and it is necessary to ascertain to
what extent such stores will contribute to the increase in the
Customs revenue. This cannot be done on the basis of the Trade
Returns, which diseriminate very imperfectly between the vari-
ous kinds of irou and steel imported on Governmenteaccount, and
it has been necessary, therefore to adopt a different method which
is explained tn paragraphe 32 to 34.

(85)
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Beams, pillars, girders and bridgework classified under iron
and steel.—The import figures are as follows :—

; .
! P Bsrimaren QUANTITY.

IxaroRTe. I Thonsands of tou:,
— B Average
Thousands | valne.
i of Fabricated. Uufabricated.
! tons N
e e e N
: | i
| " Ry per ton, i
Average for the three years 75 124 37 ! 38
1911-12 to 1913-14. ; i ;
1921-22 . S 8 281 ay | 24
1922-23 66 : 190 Ji 33
1923-24 (9 months’ figures » 4; J) 7 175 ‘ 36 36

-, A ey
The imports under this head no doubt include a certain propmtmn
of wron, but the percentage will be small and may be neglected.
For pr actlcal purposes the imports consist partly of fabricated steel
and partly of unfabricated, hut the two kinds can only be scparated
vpproximately.  The averoge valud us given in the Trade Returns
suggests that the propovtions may be half and half and the imports
have been divided on this hisis.

4. Bridgework, classified under Railway plant and rolling
stock.—For practical purposes imports under this head may be
taken as coansisting entirely of fabricated steel. No (Government
stores are sepdretely classified . under this head. The import
figures are :—

Imports.
¢ Thousands
of tons,
Average of the three years 19i1-1 to 1413-14 . . 15
1021-22 . . | . . . 15
1182.28 . . . . 1)
1938-24 (9 Mouths’ f‘gures x 4/3) . . . . 16

5. Other manufactures of iron and steel.—A certain amount of
fabricated steel must be included under other manufactures of iron
and steel. The import figures are :—

Estimated quantitics
of fabricated steel.
included under
this head.

— : Lmports,

|
) o

Thousands of tons,! Thousands of tona,
i J

"average of the three years 1911-12 to 191314 38 12
1921-22 . . . 50 1 16

1922.23 . . . 29 ‘ 9
1928-24 (9 months’ ﬂgures x 4/3) . o 1t }
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The decrease in imports during the last two years is apparently
due to some change in classification, and possibly the new defini-
tion of machinery has something to do with it. The quantity
of fabricated steel included under this hcad has been taken as
one-third of the total imports. This is pure conjecture for there is
no means of ascertaining what the quantities actually are.

6. Railway plant and rolling stock—other kinds.—Under this
head also some fabricated steel 1s probably included. The import
figures are :—

Estimated quantitics
—_ Imports. of fabricated
steel,

Thousands of tons,  Thousands of tons.

Average of the three years 1011-12 to 1913-14 oY 17
1921-22 . . . . . 3 . 13 4
1922-23 . . . . i t . 16 5
1023-24 (9 months’ figures x 4/3) : 19 6

In this case also there bas been o marked {all 1 the imports as
compared with the pre-war figures, and the explanation must pre-
sumably be a change in classification. - The estimate given above

that the fubricated steel is about one-third of the total is again
pure conjecture.

O S ]

7. Totals for fubricated steel.—On the basis of the figures in
the last four paragraphs, the imports of fabricated steel are as
follows :—

Imports of fabricated
steel.
Thousands «f tons,

Average of the three years 1911-12 . 1013-14 . 81
1921-22 . . . . . 66
1922-23 . . . . . 55
1923-24 (Y months’ figures x 4/3) . . . . 8

The probable imports of fabricated steel at the present rate of
duty may be put at 65,000 tons. Au increase in the duty to 25
per cent. might reduce the imports to 55,000 tons.*

~_ *Only the reduction likely to follow a rise in prices has been teken into
account here, and not the reduction due to an increade in the Indian oufput.
This remark’ applies alsé to the reductions estimated in paragraphs 8 to 14 and 17.
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8. Structural shapes, i.e., beams, joists, angles, channels, etc.,
unfabricated. —The import figures (in thousands of tons) are :-—

- { I :
i Averageof ! i
! the three . 1923-24 ,
— | years p1e21-z20 . 1022-23. 9 months'
I 1911 2 to : figures x 4/3).
i 191814,

Peaws, pillars, girders, etc., i
anfabricated (see paragraph

) T . 88 W 33| 36

Angles . . . . . 35 W 22 23
) : |

Channels . 6 6 : ) ‘ A

(including estuuated qu'n.ntity | ;
imported as  (lovernment |
stores), z

: T JUU—
Total 5 i GY I 60 " 63
i :

The probable imports at the present rate ol duty may be put at
63,000 tons. An increase of the duty to above 20 per cent. might
reduce the imports to 55,000 tons.

9. Steel Bars—The import figures are :---

’ Tmports, ; Average valie,

Thousands of tons,  Ra. per ton,
Average of the three years 1411-12 t» 1913-14 145 _ 104
1921-22 . . . . . . . \\ 132 285
1922-53 . . . : 1 189 153
1923-24 (9 wmonthys’ figures x 48) . . . L7 146

N L

o ves -

The figures for the year 1922-23 are evidently abnormal. With
the present duty the probable imports might be put at 145,000
tons. Allowance must be made for the bars made of steel of
special qualities which will remain subject to the present duties.
The import vaMes suggest that the quantifies of such bars cannot
exceed 10,000 tons. The net immports of common bar may be
put ai 135,000 tons, and an increase of the duty to Rs. 40 a ton
wight reduce imports to 115,000 tdns. About one-fifth of the bars
are probably fabricated before they reach the consumer,
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10. Sheets and plates not galvanised or tinned.—The Trade Re-
turns of private imports separate—

(a) galvanised sheets,
(b) tinplate, and
(¢) sheets and plates not galvanised or tinned,
but black sheets and plates ave not separated. The returns of

inports of (Government stores include shects and plates of all kinds
under a single entry. The import figures ave :—

ESTIMATED QUANTITY,

Potal Thousands of tons,
Lot Average T oo o
. imports, valuo
. Thousands ° tu
of tous. per tom. Sheets, Plates.
Average' of the three years:

1011-12 to 1918-14 . K 100 ! 134 50 50
1921-23 . . . . 65 271 33 32
1922-23 . . . . 1C0 104 50 50
1923-24 (9 monuths’ tgures x 4/3) 106 167 H3 a3

The totals given above include an estimate (about 4,000 tons) of
the Government importations. In the absence of any definite
data, it has been assumed that half the imports are plates and half -
sheets. The probable importations at the present rates of duty
may be taken as 50,000 tons in each case. A deduction of 5,000
should be made {rom both totals on account of those kinds which
will not be affected by the new duties (chiefly boiler plates and
bright rolled sheets). The immports of sheets and plates may then
be taken as 45,000 tons in each case. An increase of the import
duty to 20 per cent. on plates and 15 per cent. on sheets may
reduce the imports to 40,000 tons of each kind.

11. Galvanised sheets.-—The import figures are :—

Imports.
Theusands
of tons.
Average of the three yoars 1911-12 to 1913-14 . . 210
1921-22 . . . . . . . . 89
1922-23 S, . . . . 123

1823-24 (D mogths’ fignres x 4/H) . . . . 150
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The post-war imports have been steadily increasing, but are still
much below the pre-war figures. The probable imports at the pre-
sent rate of duty may be put at 130,000 tons. An increase in
the duty to 15 per cent. might reduce the imports to 140,000 tons.

12. Tinplate.—The import ﬁgureé are (—

Imports.
Thousands
of tons,
Average of the three years 1911-12 to 1913-1¢ . . 34
1921.22 . . . . . . . . 2%
1922-23 A . . . . . . 44
1923-24 (9 months' figures % 4;3) . . . . 48

The probable imports at the present rate of duty may be put
at 50,000 tons. An increase in the duty from 10 to 15 per cent.
might reduce the imports to 45,000 tons.

13. Wire, other than fencing wire.

The import figures are :-~

Imports.
Thousands of tons.
1921-22 . . 3 x 3 . . . 3
1922-23 . . 5 4 ’ ‘ . . 4
1923-24 (9 months’ ficuyes X 4.3) . e 6

The probable imports at the present rate of duty may be taken
as 5,000 tons, of which 4,000 tons may be affected by the increased
duties. Any decrcase in unports occasioned by the higher duty
may be neglected. Feucing wire has been omitted from the above
figures as it will not be affccted by the increased duties.

14. Wire nails.—The impori figures are :—

Imports.
Thousands of tons.
1021-22 . . . . . 7
1922-23 . . . . . . . . 13
1923-24 (9 months’ tignres x 4,3) . . . . 11

The probable imports at the present rate of duty may be taken
at 12,000 tons.  An increase 1 the rate of duty might reduce the
imports to 10,000 tons.

15. Rails and fishplates for Railways.—The import figures
are - -

Imports.
Thousands of tcns.
Average of the three vears 191112 to 1913-14 . 181
1021.22 . . . . . . . i3
1922-28 . .. . . ' . ws,

1923-24 4 months' figures x 4/8) , - “
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The present rate of importation may be taken as 80.U0U tong, but
the evidence given by the Railway Board shows that the average
imports for the next three years would, in any case, be much lower.
In 1924-25 about 100,000 tons of rails will be required by all the
Railways in India, and the Tata Iron and Steel Company are already
producing about 75,000 tons. No material change is proposed in
the rate of duty.

16. Rails and fishplates other Lhan those for Rasilwaysf

Importe,
Theusands of tona.
Average of the three years 1911-12 to 1913-14 . . 14
1921-22 . . . . . . . . 22
1922-23 . . . . . . . . 18
1923-24 (9 monthy' figures X 4/3) . . . . 7

The bulk of these imports probably consist of tramway rails
and heavy rails for conswmers other than the Railway
administrations. These are not affected by the higher duties. The
imports of light rails (under 30 1bs.), on which a higher duty has
been proposed, canuot be put higher than 3,000 tons.

17. Wrought iron angles and bars.—The import figures are :—

; i.%gg;?ds . AVRRAGE VALUE
'i of tons | Rs. per ton.
— | i |
{ Angles, i Bars. ~ ‘Angles. Bars.
\
| ‘ ! -
Average of thothree years 191112 to' 2 24 . 14 . 125
1013-14. ; : ; .

| i ‘
192122 . . . . . .. @3 o1 39 292
192228 . . . . . .82 . 308 204
1923-24 (9 monthe’ fignres x 4/3) A s | w4 190 195

3 / ! i

The imports of wrought iron angles are negligible. The probable
imports of iron bars at the present rate of duty cannot be put
higher than 11,000 tons. The average values suggest that more
than a third of the imports are of superior gualities which will not
be affected by the increase in sduty. The imports likely to be
aftected may be put at 7,000 tons, which might drop to 6,000 tons
if the duty were raised to 25 per cent.
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18. Production of the Tata Iron and Steel Company.—The
actual production, in tons, for the last two years is as follows :—

| i
© Light . ) Rars and -
— Raila, | rails aod © SUO Thone o plases,

tishplates. - " structurals.

192122 . . . .| 778%0 6,580 18,393 - 23,018
1922-23 . . .l 65,358 5506 171 26,570 1 1,838
Average .+ . .| 71,619 6,043 17847 1 24,844 |- 1,838

|

This production of the Tata Iron and Steel Company may be
roughly divided as follows :~—

Thousands
. of tons.
Rails and fishplates . . . . . . . 7%
Light vails . . . . . . . . . 3
Heavy structurals ' . . . . . . 18
Light ” i ] ! 3 . . . b
Bars . . . " ¥ 5 . . . . 20

The present production of plates 1s negligible.

19, Estimated production of the Tata Iron and Steel Company
during the years 1924-25 to 1926-27.—1n order that the burden on
the consumer and the effect on the Custoins revenue of the increased
duties may be calculated, it is necessary to estimate the production
of the Tata Iron and Steel Company during the next three years.
Statement I (annexed) gives the figures. The total outturn of
finished steel is limited by—

(a) the outturn of steel ingots, and
(b) the extent of the market for the Company’s products.

The total production has been estimated as follows —-

4 Tous.
1924-25 . . . . . . . 260,000
1925-26 . . . . . . . 339,000
102627 . . . . . . . 390,000

The distribution of the total over the various products may, of
course, vary widely. The general principle followed in estimating
is o gradual increase townrds the full output which the Company
anticipate. One important odification has been mado, however.
The total eventual output of the new and old rail mills is 235,000
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tons, comprising both rails and structural shapes. The Company
hoped that the rail production would amount to 150,000 tons, but
it seems impossible that thix figure can be attained in the next
three vears. The estimated consumption of rails in 1924-25,
as given by the Railway Board, is 100,000 tons, and any iucrease
“above that fignre in the next two years depends on the sums
allotted for new construction. In the estimate, therefore, the
quantities of rails have been reduced and those of structurals pro-
portionately increased. The surplus capacity of most of the new
mills will enable the Company, within limits, to divert its output
from one product to another. This has one important consequence.,
1{ the Company wakes fewer rails aud more structurals and bars,
the imports of the latier will decrease, and consequently the Customs
revenue, but simultancously the bounty payable on rails will also
fall. Conversely, if rail production (and consequently the bounty)
is high, the output of bars and structurals will decline, and the
Customs revenue from imported steel will increase.

20. Estimated Indian production of tinplate, wire und wire nails
for the next three years.—The present production of tinplate, wire
and wire nails is negligible. Tn 1924-25, however, the Tinplate Com-
pany shonld reach an output of 21,000 tons, and in each of the
two following vears its full output of 28,000 tons. The Indian
production of wire and wire nails can only be estimated very roughly.
The following figures have heen taken :

Wire. Wire nails,
Tonx. Tons.
1924-25 . . . d . 1,000 1,000
1925-26 . . . : : 2,000 2,000
1926-27 ., ORI g 000 3.000

21. Statement IT shows the estimated Indian consumption of
the various kinds of steel and wrought iron affected by the new
duties, (¢) as at present, and (b) in each of the next three years,
the total being divided between Indian production and imports.
It has been assumed that, as o resnlt of the new dutics, consump-
tion will fall substantially in 1924-25, but that half the drop will
he recovered in 1925.26 and half in 1926-27. The consumption
of steel is tending to increase, and it is thought that the effect of a
higher duty will be a temporary set-hack and not a permanent
reduction of the demand.

L .
22. One point in Statement II requires explanation, viz., that
no fabricated steel is shown as produced in India. The reason
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i« that such steel is made either from the Janshedpur production
or from imported raw steel, and to include it in the statement
would mean counting the same stecl twice over. It is assumed
in the statement that the increase in the production of structuralx
by the Tata Iron and Steel Company displaces equal quantities
of fabricated and unfabricated lnports.

923, Statement 111 shows the estimated Customs revenue,
(1) at present and (b) in each of the three years 1924-25 to
1026-27. The estimate of the revenue is, of course, based on the
estimated imports in Statement II. Before the figures in this
rtatement are discussed, it is convenient for certain reasons to pass
on to the burden on the consumer.

24, Statement 1V is the basis of the calculation of the probable
hurden on the consumer. Three assmmptions have been made-—

(1) That the price of steel is raised by the full amomnt of the
increase in the duty.

(2) That the consurption of steel remains at its present level
and does not fall on aceount of the new duties.

(3) That the whole ol the structural shapes and plates, and one-
fifth of the steel bars, are falwicated before they reach the con-
sumer, and that the burden on him is, therefore, the difference be-
tween the old and the new duties on tabricated steel.

v The total burden as shown in the statement is Rs. 1645 lakhs,
and it seems probable that this is an outside estimate. In parti-
cular the third assumption cannot he right for, when the consumer
himself does the fabrication, as Railwav administrations some-
times do, the extra cost to him is only the difference between the
old and the new duties on raw steel. 1t seems desirable, however,
to get a maximum estimate, and for this reason no allowance has
heen made for factors which wonld tend to reduce it.

25. The different kinds of steel included in the statement and
the extra burden imposed on the consumer can be classified as
follows -

A. Steel which goes entirely into general consumption

Burden,
Rs, 1akhs.

Tinplate . . . . . . . . . 10
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B. Steel the bulk of which goes into general consumption, but
of which some proportion (say one-third) is taken up by the Railways

and the principal industries—

Burden.
Iy, lakhs,
Gulvanised sheets 2250
Steel bars 32:24
Iron bars 884
Wire nails . . 147
Total 6006

C. Steel the great bulls of which is used by Government, public
bodies, the Railways and the principal industries, but of which
some part is used in buildings other than industrial or Government

huildings.
Burdeu.
Rs, lakhe,
Fubricuted stesl 8587

D. Steel the whole of which may be taken as consumed by

Govermment, public bodies, the Railways and

the principal

mdustries.
Burden,
Re. lakhe,
Black sheets 562
Light rails 1:56
Wire 140
Total

788

26. On the busis of the figures given above, the burden on the

yeneral consumer may be caleulated as follows :—

s, Lakhs,

A . . . B . . . 10:00
B . . . . . . . 4003
C 7+90

Totul 5758

The figure entered against C iw based on an estinate of 20,000 tons
of fabricated steel used annually for the construction of buildings
cther than Government and industrial buildings.
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37. The other consumers fall naturally into two classes—

(1) The Govermment of India, the Local Governments, the
Irdian States, Railways, Port Trusts and other public bodies.

(2) The principal industrics, including all the industries covered
by the annual return of large industrial establishwents in India,
and also the mining industries, river transport and oil distribution.

98, The estimate for the first class is as follows :—

Rs. lakhs,

Railways . . . . . . . . . 2900
Local Governments . . . . . . . 880
Port Trusts . . . . . . . R %0
Government of India departments . . . . 300
Indian States . . . . ) . . L300
Public bodies . . . . . . . o300

Total . 8000

O

The manner in which the Railway estimate hus been arrived ut
is cxpluned in paragraph 130 of the Iirst Report. The estimate
for Local Governments is based on figuresssupplied by them of the
quantities of steel they are likely to require during the mnext five
years. The Port T'rust estimate 1s based largely on figures supplied
by the Caleutta Port Trust. The last three entries are pure
conjecture.

29. The balance of the burden still to be accounted for is Rs. 57
lukhs. The jute and cotton industries between them should account
tor about four-ninths of the total, and the other industries for the
balance. Amongst the latter the most important probably are the
coul mines, the tea industry and the engineering firms, in so far as
the last named actually absorb steel and do not merely fabricate
it and pass it on. Allowance must also be made for considerable
quantities of steel used for the construction of oil tanks all over the
country, for the launches. flats and barges employed in river trans-
port, aud also for ship repairs at the principal ports. The only
definite figure ascertained for any particular industry is that of
Rs. 7% lakhs for the jute industry (vide paragraphs 139 and 140 of
the First Report.) If that figure were raised by 20 per cent. to
Is. O lukhs, then jute and cotton tofether might account for Rs. 20
lakkhs and the other industries for Rs. 25 lakhs, or Rs. 45 lakhs
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inall. 1t does not seem likely that the actual burden on industries
would be higher than that. But even if the figure of Rs. 57 lakhs
be taken as correct, the total burden on the jute industry would
not be more than Rs. 11 lakbs, of which at least a third would be
capital expenditure.

30. Itisnot, of course, to be expected that, it a rough calculation
oi this kind, exactly the same total should be arrived at by two
different methods, and o difference of about ten per cent. is well.
within the limits of possible accuracy. The discrepancy may be
explicable in half o dozen different ways, but there secins to be
veasonn for thinking that the estimate of Rs. 164-5 lakhs as the
burden on the consumer is too high. Probably it would be s reason-
uble estimate to say that the burden on the consumer is in the
reighbourhood of Rs. 1} crores, of which rvather more than a third
falls on the general consumer, rather less than a third on the
principal industries, and about a third on Governments, public
hodies and the Railways. This would agree well enough with
the statoment of some of the engineering firms that their sales to
GGovernment, the Railways and public bodies were more than half
their total sales.

31. It remains to discuss thie estimate of the Customs reveuue
and the mauner in which it will be aflected by the Board's pro-
posals. It is assumed in Statement ITT that Customs duties arve
payable by all consumers, mcluding the Railways and the Govern-
ment departments.  This will in fact be the case if the law is
amended in accordance with a Bill recently introduced by the
Government of India. It is desirable to ascertain, however, what
part of the additional revenue resulting from the higher duties
will be paid by the Railways and the Government departments
because this portion may not be a real addition to the resources of
Government. The calenlation is not an easy one and necessarily
i« only approxinate.

32, In order to get an estimate at all, it s necessary to deter-
nmine in some way to what extent the Railways and the Govern-
ment departments will purchase in India instead of importing.
The most natural assamption 1s that they will do so in the same
proportion as other purchuasers of the kinds of steel they require.
The second difficulty is to ascertain the kinds of steel likely to be
purchased.  Tn this case, the best course seems to be to adhere to
the distribution that was adopted in dealing with the burden on
the consumer (see paragraph 25). Statements V and VI
have been prepared in accordance with these two assumptions.
The comparison is between the present figures and those for the
year 1926-27. In the {wo intervening years a reduction in con-
sumption is expected, and this is a complication which it ie
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desirable to avoid. Both the Indian production and the imporss®
liave been divided between—

(¢) Governments, public bodies, Railways and the principal
imdustries, and

(b) the general consumner.

in Statement VI the Cusloms revenue payable by these two classes
has been estinated both as at present und in 1926-27. The follow-
ing points muy be explained.

(1) The general consumer 1s assumed to absorb 20,000 tons of
structural steel, two-thirds of the galvanised sheets, iron bars and
wire nails, and the whole of the tinplate.

(2) The distribution of the steel bars is a little more compli-
cated.  One-fifth is assumed to be fabricated in India and taken
up by the Governments, Railways, ete., plus one-third of the
balance. The remainder falls to the general consumer.

33. 1t will be seen from Statement VI that the Customs revenue
prid by the general consumer rises from Rs. 6642 lakhs to
Rs. 8482 lakhs, while the revenue which comes in from Govern-
jwent, the Railways and the principal industties increases to a
smaller extent from Rs. 63'86 to Rs. 73-37 lakhs. The reason
for this is that the nmportant items in the case of the general con-
sumer wre galvanised sheets and steel bars, the Indian production
of which will be comparitively small, while Government, the
Railways and the industries absorhb most of the structural steel
and plates. the Indian production of which promises to be large.
This is of importance, because it suggests that most of the inrease
in revenue comes from outside and not from Government itself
in another incarnation.

34, In caleulating the burdens ong the consumer the following
cstimate was given of the shares of various classes,

Rs. Inkhs,

Railway« . . . . . . . . . 20
Leeal Governments . . . . . . . (121
Port Trusts . . . . . . . . 33
Government of Indiu departments . . . . . 30
Indian States . . . . . . . . 30
Public bodies . . , . . . . 30
Totul . 3040

I the share of the principal indestries is also taken as Rs. 50
lakhs, then the total burden (excluding the share of the general
consumer) ix Ra. 100 lakhs and the shares in the burden falling
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to the Railways, Local Governments and the Grovermment of India
departments can be treated as percentages of that total. The in-
crease in the Customs revenue not attributable to the general con-
stér has been calculated on exactly the same data as the burden.
and these percentages can therefore be applied to it.  The estimated
tesults are as follows :— :
Estimared Custons Revexcr.
In lakha of rupees,

i
' H
t

Present. | 1026.27, Incrense,

Railways e 1850 | 2128 | 278

Liocal Governments . . +15 477 E 62

Government of India departments . 105 l 2:20 K 25
Total .| 2460 { 9825 x65

PN

e i s e 0 e m—wrL v | e e e ——_r <y

When the contracts of the East Indian and Great Indian Peninsula
Railwavs expire, the State Railways will account for approximately
two-thirds of the Railway expenditure.. The State Railway share
of the Railway figure given above is therefore about Rs. 1°86
lakhs. The portion of the increase in Customs revenue payable in
me form or another by GGovermment it<elf may he put at Rs. 3
fakhs in round figures.

35. The general position as regards the increase in Customs
revenue can now he reviewed. The following table gives the
important figures.

1 P‘ﬁ“"['\“” F=iTMATED KXCESS OVER PRTVIRNT
Cvemons CusrodMs REVENDY
REVENDE. S
Present. - 1924-25. | 1025-26. ©  1028-27.

o i
Rs, lakhs, Rs. lakhs, Rs, lakhs. ' R= lakhs,

18028 4292 2819 2792
Deduct revenue payable by 400 350 300
(lovernment itself. . ‘ |
. ! il r————— ——
Balance .| 3892 2460 | 2402
Required for bounty on vails | . { 2665 2780 | 2600
and fishplates. = -

Balance . i +12:36 | —261 —~008
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The increase in revenue payable by Government itsell will be
somewhat larger in 1924-25 and 1925-26 than jn 1926-27, but only
approximate figures can be given. The estimate of the bounties
payable is based on the estimate of the Tata lvon and Steel Com-
pany's production in Statement L. It will be scen that there is a
substantial balance in hand in 1924-25 after payment of the boun-
ties on rails and small debit balances in the next two years.

No account has been taken in the above figures of the bounties
proposed to be granted on the manufacture of Railway wagons
(see paragraph 25 of the Second Report) the expenditure on these
bounties will amount to about Rs. 7 lakhs annually. The increase
in Custons revenue in 1924-25 will more than cover this sum, but
in the two following years the burden will fall on general revenues.
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STATEMENT 1L

Estimated production of the Tata Iron and Steel Company for the next
three years.

(In thousands of tons.)

L]
Average |
produciion |
— of 1921-22 1924-25. 1925-26. 1926-27.
o and i
: 1922-23. ,
I ne _ -
i |
Raile and fishplates . . . L 75 83 105 | 125
i ;
Light rails. . . . . . 3 4 i 5 { 5
! f
Structural shapes | 23 6 ! 85 ! 100
Bare . |‘ 20 0 FES 45
i | |
Plates | 5 80 45
Black sheets i 7 15 1
Galvenised sheets . . . .| 8 15 0 18
Skeet bars . | 35 8 | 85
| ‘ |
ToTAL ! 121 250 | 8% 890
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CHAPTER 1.

Comparison of Costs of Steel Manufacture in India with
those in other Countries.

We have already submitied to the Government of India, in
Contents  of _the  °F First and Second Reports, certain pro-
Third Report. posals for the grant of protection to the steel
industry. Tt remains now for us to give

expression to our views on three branches of the subject—locomotive
building, steel casting and enamelled ware—regarding which we
have at present no recommendations to make. These are dealt
with in Chapters IT to IV. We have taken the opportunity also
to explain, 1n this Chapter, the reasons why in our First Report
we have not attempted {o make a detailed comparison between the
costs of steel manufacture in India and the corresponding costs in
other countries. We have attached three anuexures to this Report :

Annerure A.—A brief summary of our proceedings during our
enquiry into the steel industry.

Annexure B.—A memorandum, prepared by one of the Mem-
bers of the Board, regarding the manufacture of wire, This
memorandum formed the basis of Chapter V of our Second Report.

Annezure C.—A note on the increased cost of wagons manufae-
tured in India arising from the higher duties proposed on rolled
steel (see Chapter T11, paragraph 25 of the Second Report).

2. Iu paragraph 102 of our First Report we altuded to the special
difficulty in our enquiry created by the fact

Desirability of com-  that, at present, roﬁed steel is manufactured
Forei Jndian with jp India by only one firm. In these circum-
& ' stances a direct comparison between the actual
cost of manufacture at Jamshedpur with the corresponding costs
in other countries would clearly be vidluable. If this comparison
could be made, item by item, at every stage of thé processes by
which pig iron is converted into the finished steel section, and 1f
in the case of each ifem the extent of the handicap or the ddvantage
arising from Indian conditions (whether eécrnomic, technieal, social
or climatic) could be calculated, a means would be provided by
which the measure of success attained at Jamshedpur could he
estimated. The desirability of a comparison of this kind was
suggested to us by some of the witnesses, and one—Mr., Homi, whom
we examined at Bombay—Ilaid before us certain stateniénts abéut

(19



2 CHAPTER 1.

costs in the United States of America which he considered would
form a satisfactory basis for the comparison.
3. A satisfactory comparison of steel making costs is, however,
a_difficult matter. The initial difficulty is tor
Up-todate flgures  ghtain any reasomably complete statemrent of
:g;ntli%?:wt ‘:vaif’:ll:f: costs for ather countiries. A good deal of in-
formation is available about American and
German pre-war costs, and to a smaller extent about American post-
war costs, But at the present time competition with the Indian
steel industry comes chiefly from England and Belgium, and it is
precisely for these two countries that recent information is least
complete. As regards Belgium (and this applies to Germany also}
the difficulty of converting costs incurred and recorded in a depre-
ciated currency into their real equivalent in a rupee or sterling
currency with the accuracy required for a useful comparison is
practically insurmountable. English manufacturers on the other
hand rarely allow more than isolated items of their costs to hecome
available for public use, and since conditions became relalively
stable (e.g., since the middle of 1922), 20 reliabie statement of
costs has been published in sufficient detail to justify a comparison
with Indian costs. The published figures about American costs
are less incomplete than the English or Belgian. But tkey are
higher than Iuropean costs and on that account are not satis-
factory as a basis of comparison for our purpose, and they are open
to the same difficullies of interpretation as most statements of
works costs.

4. Of the various statements of costs from different sources
Difficulty of inter- Which we have considered, no two are in quite
preting statements of the same form  or Jistribute their charges
works costs from other  hetween  the same detailed items. Two
countries. instances from our own enquiry will illnstrate
the real difficulty of making accurate comparisons of the state:nents
issued by different works. In Table VI attached to their first re-
presentation, the Tata Iron and Steel Company presented detailed
statements of their costs, but it was only after oral examination
that we could be certain of the precise ineaning of some of the
items (e.g., whether in Table VI-A the labour employed in furnace
relining, or at the gas producers, was or was not included in the
item ‘‘ labour,”’ and where the division was made between ‘¢ refrac-
tories ”’  and ‘‘ relining ”’). Secondly, when we examined
Mr. Alexander, General Superintendent of the Works at Jarashed-
pur, he submitted tabular statements of costs at certain works in
Canada and the United States. Tn the Canadian figures the
difference between the cost per ton of pig iron and of steel ingots
was unusually low. TFrom his knowledge of the actual eircum-
stances Mr. Alcxander was able tqexplain that, in the works whose
figures he had given, a large proportion of exceptionally cheap
scrap was used. Any direct comparison of these costs with the
Jamshedpur costs would, without such an explanation, have been
not merely useless but misleading.
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5. The examples just mentioned indicate the caution with
Necessity of aliow- Which ordinary statements of costs must be
ances for varying considered. In the conversien of pig iron to
conditions. rolled steel the cost is affected by many variable
factors such as the amount of impurities in the pig iron, the avail-
ability of scrap, the rates of wages, the prices of malerials, the
uality of the materials available for building and lining tha
urnaces, the quality of such feeding materials as lime, the quality
of the steel required by the market, the number of different qualities
required and the size of the market for each particular size of
each product. None of these factors is entively under the countrol
of the individual manufacturer, It can safely be said that there
are no two important steel-making districts in the world where
all these factors are identical. The importance of the technical
conditions is illustrated inside the Indian iron and steel industry
itself. The Indian manufacturer does not claim to be more efficient
in blast furnace practice than his Western competitor nierely because
he can make pig iron more cheaply in present circumstances; and
similarly it would not be just to condemn him for inefliciency merely
because he is unable at present to make steel as cheaply as European
manufacturers.

6. It may be useful if we draw attention here to an item in
Higher costs in India  the c0Sts of manufacture in India which not
owing to importation ercly adds to the difficulty of comparison,
of machinery and but is also of substantial importance in itself,
stores. and in a greater or less degree affects all
industries. The Indian manufacturer must import practically the
whole of his plant and machinery for the manufacture of iron and
steel, and also a large proportion of his consumable stores and
spare parts. On these imports he has to pay large sums for sea
freight and for Indian Customs duties. These materials are drawn
almost entirely from the highly industrialised countries where steel
is made on a large geale. Steel mukers in those countries have only
trifling charges to bear corresponding with the freights and duties
which the Indian manufacturer must pay. These additional
charges affect the depreciation, the working capital on whick
interest has to be provided and many items of the works costs
of the Indian steel maker; and by their effect on the capital ex-
penditure they raise the profit which he must earn on each ton of
output. These additional charges go far to nullify—and indeed
may do so completely—the ‘‘ natural > protection which it is
sometimes contended the Indian manufaclurer receives im the
freight charges on imported steel.

7. We have shown that the efficiency of the operations at

_ ! toch Jamshedpur cannot be compared with that ir
nig‘{“‘fﬁ:&‘fd’; of tech-  ,ther countries merely by the iabulation of
' costs under items apparently similar. ‘Any
comparative statement we could tompile would be misleading unless
it were accompanied by an explanation, usually very technical, for
almost every item. For these reasons we have not thought it desir-



4 CHAPTER 1.

able to present such a statement. But in consullation with cur
technical adviser, Mr. Mather, we have considered all the informa-
tion we could obtain ahout costs in other countries, and in forming
our opinioen as to the efficiency of the technical management of the
Jamshedpur works we have taken this information into acecount.
It is not only costs, however, which have ocenpied our attention.
We have also, wherever possible, endeivoured to compare the
operation methods at Jamshedpur with those in other couniries,
and especially the rate of output of the steel furnaces and the fuel
consumption. Comparisons on this basis also necessitate allowances
for varying conditions, but they can be made with greater accuracy,
since more knowledge is available about the processes employed
in other countries and their results than about costs.

8. We have not found that Mr. ITomi’s evidence supplied
what was needed in this respect. The com-
parisons which he made were eontirely with
American practice, but in most cases he was unable to give us
that detailed information about the working conditions in the
American plants used as examples which alone would have enabled
a satisfactory comparison to be-made. And where his own state-
ments showed definitely that the eonditions were not directly
comparable, he failed to appreciate the importance of the difference.
Mr. Homi’s acquaintance with the methods of manufacture of steel
is too limited and superficial to justify us in attaching weight to
his opinions. Throughout his evidence he displayed a pronounced
tendency to ignore essential difficulties in India, to quote as
typical of the practice at Jamshedpur incidents which occurred
several years ago or details of procedure which have long been
abandoned, and to use for his Ameriean basis results obtained
in plants where the conditions are unusually favourable. Only
"by detailed eriticism could the subsiratum of useful matter in his
representation be reached, but the yield of properly substantiated
facts was small, and we found that most of them related to
subjects which we had already discussed with the Steel Company
at out first meectings in Jamshedpur, or which we had taken up
in the interval.

9. There is one important aspect of Mr. Homi’s evidence lo
Board’s decision on  Which we had to give special attention. In
Mr. Homi's written his writlen represeniation he gave detailed
statement. figures for the costs of steel manufacture
not only in America, but also in the works of the Tata
Iron and Steel Company at Jamshedpur. It appeared certain-
that the latter figures could have been obtained only if Mr. Homi
had ‘access to the cost sheets and other confidential records of
the Company: but in oral examination, while he admitted that he
had in his possession complete cost and practice charts of the
Company, he declined to say hog he had got them. We con-
sidered carefully how far, if at all, we could place on our record
information which the witness tendering it was not entitled to
possess, and our decision was communicated to Mr. Homi in a

Mr. Homi’s evidence.
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statement read by the President at a public sitting of the Board
on the 17th November. It was in the following terms:—

“ The Tariff Board have carefully considered how they should
deal with the writlen statement you have submitied. That
statement contains many figures relating to the operations of
the Tata Iron and Steel Cempany, which were evidently obtained
from copies oi the completr cost and practice charts of the Com-
pany from 1912 onwards. These documents are in your
possession although the Company treats them as confidential, and
you have declined to inform the Board from what source you
obtained them. The only inference the Board can draw is that
you obtained them from servants of the Company whose duty it
wus to withhold the information.

* The Board feel that it would be contrary to the public interest
if they were to uceept as evidence, and give publicity to, informa-
tion apparently obtained by methods open to the strongess
objection. They must, therefore, decline at this stage to bring
the written statement as it stands upon the record, or to proceed
with your examination upon that basis. At the same time they
recognize that there are a number of paragraphs in the written
-statement which are not open to objection on the ground stated.
They have decided to limit their oral esamination to those por.
tions of the statement and they will resume the esaminatinn
for this purpose at 3 p.M. on Monday, the 19th November, if the
date and hour are convenient to you.

* The portions of the written statement which it will be neces-
sary to exclude deal wilh many questions which have already
received, and will eontinue to receive, the attention of the Board.
It is their duty to acquaint themselves to the Lest of their ability
with all the relevant facts. Bul they cannot take as the basis
of their investigation information irregularly obtained. To do
so would be to acquiesce in. methods of which the Board
emphatically disapprove.

“ The Board will of course ask the Tata Iron and Steel.Com-
pany for all information that appears to them necessary for the
purposes, of their enquiry, and the Company have at all times
expressed their willingness to give all the information that might

" be asked for.” . )
10. We bave thought it right to reproduce our decision im full
because it lays down the general principle
_ Principle underly-  gy,501) iy such matters will regvlate our pro-
ing the decision. cedure. The danger of accepting as evidence in-
formation which the witness cannot authenticate in obvious, and we
had no hesitation in excising from the record the figures relating
to the Tata Iron and Steel Company which Mr. Homi had in-
serted in his written statement. When we visited Jamshedpur
in December the Cowmpany itself supplied us with correct figures
in place of those furnished by 3Mr. Homi, but we did nof; con§1delt
it necessary to reproduce them in the record. Mr. Homi’s written
statement does not furnish a satisfactory basis for examining the
works costs of the Tata Iron and Steel Company, and for this
reason we haveemot rveferred to hig evidence in our First Report.:



CHAPTER II.

The Locomotive Building Industry.

11. Ou the 30th September 1921, the Government of India pub-
Peninsular Lccomo- lished a communiqué in which inter alia the
tive Company. following statements occur :—

“ In pursuance of their express policy of making India as far
as possible independent of outside sources in the supply of materials
for Railways, the Government of India have had under considera-
tion the question of the construction of locomotives in India and
they are mow in a position to give a general undertaking that
tenders will be invited annually in India for all the railway loco-
motives and locomotive boilers required by Government during the
12 years commencing with 1923. * * * ]t is ostimated that
the average annual requirements of Government will be 160 loco-
motive engines and 160 additional boilers during 1923 and 1924,
and thereafter 400 locomotives and 400 additional boilers. * *
* * Tirms interested in the above announcement are invited to
apply for further information, either to the Secretary, Railway
Department, India, or to the MHigh Commissioner for India,
London.”

On the 6th of December 1921 the Peninsular Locomotive Com-
pany, limited, was incorporated in India. This is the only
firm interested in the manufacture of locomotives in this
country which has applied to us for proteetion of the industry,
or, in the alternative, to render it assistance in some other form
during its initial stages. The Company has a subscribed capital
of Rs. 60 lakhs, all in ordinary shares. Its Board of Directors
consists of seven members, of whom four are Indians. Its Chair-
man and Managing Director is Mr. Herbert Langham Reed, who
is Chairman of a well-known English firm of locomotive manu-
facturers, Messrs. Kerr, Stuart and Company, Limited.

12. Though the Company was incorporated nearly two years
ago, it has not commenced operalions and its

Equipment of the works, which are to have a capacity of about
Company. 200 locomotives per year, have not been com-
pleted. Most of the buildings have, however, been erccted on a
site at Jamshedpur leased from the Tata Iron and Steel Company,
and we are informed that about Rs. 30 lakhs have been spent on
these buildings and the necessary machinery, equipment and
accessories. These are already on the site, and we have been told
that within two or ihree months of oblaining the neces-
sary order for locomotives the Company would be in a position to
commence operations. Mr. Reed further states that arrangements

(8
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have also beenm made to secure the services of such European
experts and foremen as may be necessary.

13. The industry, in our opnion, has strong claims to tem-
porary npational assistance. The works at
Jamshedpur will be under the management
of a firm of British manufacturers who have
considerable experience in the manufacture of locomotives, and
there is therefore every reason to belicve that the works will be
under efficient control. The industry is very valuable from the
national point of view. Apart from its importance as affecting
the question of national defence, it is an industry which gives
ample opportunities for the purpose of training Indians in mecha-
nical engineering, and if India is to make itself independent,
as far as possible, in the supply of its Railway requirements, it
is essential that in its industrial organisation it should possess a
well-established locomotive industry. With regard to the supply,
of labour also, it is favourably situated, for it cannot be regarded
as an industry in which all labour has to be specially trained.
There are many engineering works, Railway workshops and fac-
tories where labour of the kind required in this industry is avail-
able at reasonable cost and in sufficient quantity. With regard
to raw materials, it is estimated that about 50 per cent. of the total
quantity of raw materials required in the manufacture of a loco-
motive can be obtained in India, either from the Tata Iron and
Steel Company, Limited, or from other local firms engaged in the
manufacture of iron-or steel products, especially castings.

Claims of locomotive
industry to assistance.

14, We consider that the establishment of the manufacture of
locomotives in India is desirable both on
national grounds and because of its importance
to the development of the steel industry. But
so long as the prices of imported locomotives remain at the low level
to which they have fallen during the last two years, it seems
certain that Government assistance would be required. Mr. Reed
estimated that, at the outset, the cost of a locomotive manufactured
in India would exceed by about £2,000 the cost of an imported
locomotive erccted and ready to run.* Since no locomotives have
yet been constructed at Jamshedpur, it is impossible to be sure
whether the figure given is a reasonable one, but after examining
the details of the estimate as given by Mr. Reed, we are inclined

Necessity and mea-
sure of assistance.

* The prices paid by the Railway Board for 2-8-0 broad-gauge locomotives
were—-

1910-14 (average) . . £ 4,116 f.o.b. English port.
1920 . . . . . £13,633 f.0.b. English port.
1922 . . . . . £ 5,120 f.o.b. English port.

The extra cost of freight, etc., ang of crection in India would be about £600
in 1922,

Mr. Reed estimates that the present British price of this locomotive would
be about £6,400 f.0.b. if a normal profit were to be obtained.
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to think that some of the items huve been put too high. Even if
the proteetion required, hawever, was a good deal less than £2,000
a locomotive, it would still be a substantial sum, though probably
not greater than has been found necessary for the protection of the
locomotive industry in other countries such as Australia, where
the import duty is 27} per cent. ad valorem, and Canada, where it
is 224 per cent. 'The higher duties on imports of rolled steel which
we have proposed would have increased the cost of each locomative
by a few hundred rupees only. We believe that we should have
found it possible to make recommendations for the encouragement
of this industry but for a complete change in the circumstances
which has occurred since 1921.

15. The Yiscal Commission laid down several conditions which
Fiseal Commission’s Were to be fulfilled by any industry claiming
condition as to ** largs  protection. One of them was that the indus-
?"ﬁ«lﬁ dmafket " mot  try must possess ‘‘ a large home market ’ for
uttified. its products. The application of this criterion
may occasionally present difficulties, but, in our opinion, it must
mean the existence of a demand for the product in a quantity
sufticiently large to make its production economically practicable.
To put it in another way, the implication is that no industry
ought to be protected unless its output is on a scale sufficiently big
to make it possible for it to bring down its cost of production to
the level at which it can, without national assistance, compete even-
tually with the foreign manufacture. In the case of the locomotive
industry, it has been stated fo us hy Mr. Reed that production
costs would not be economical if the capacity of the works was
much less than 200 locomotives per year. It would follow from
this that, if the industry is to be protected and is eventually to
succeed, its market must be able to absorb at least that number. TIf
the Company had started their operations a ycar or two ago, it would
at that time unquestionably have had such a market, for it was
definitely stated in the communiqué to which we have referred that
the annual requirements of Government would be 160 locomotives
and 160 additional boilers during each of the years 1923 and 1924,
and 400 locomotives and 400 additional boilers a year thercafter,
If the position had not changed since the date of that com-
muiqué, the requirements of Government would thus have
given enough work to two plants operating simultaneously, each
of them turning out 200 locomotives a year. In the requirements
of the Railways nol owned by (tovernment there was the possi-
bility of some further market. Unfortunately, however, the posi-
tion is now completely changed. Mr. Hindley, giving evidence
before us for the Railway Board, has stated that the requirements
of the Railways during 1924-25 would be only 60 locomotives, and
that it was doubiful whether the requirements in any one of the
next five years would be as high as M0 locomotives. The recom-
mendations of the Inchcape Committce had led to a full review
of the requirements of the Indian Railways in the matter of loco-
motives, with the result that means had been devised for utilizing
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to better advantage the locomotives the Railways already had, so
that the need for new locomotives was diminished. The profected
electrification of the Railways in the neighbourhood of Bombay
would lead to a further economy, for about 300 steam locomotives
would be set free for use elsewhere.

16. If the requirements during the next five years of all the
Railways owned by Government will not ex-
ceed 100 locomotives in any one year, it is
clear that no protection, or assistance in any
other form, can be recommended by us in respect of this industry,
with duc regard to the immediate or ultimate good of the country
from the economic point of view. When the demand is so small
there is no ‘‘ large market ’’ in the sense in which that phrase
was used by the Fiscal Commission, nor is there the kind of market
upon which the industry can be built up. As Mr. Reed himself
has admitted, the economical production of locomotives requires
that the unit of production must be about 200 locomotives per
year. The output of Messrs. Kerr, Stuart and Company, the firm
of which Mr. Reed is the Managing Director is of about this
magnitude, and it does not rank as one of the largest or most im-
portant in the industry in Great Britain. Owing to the restriction
of the Tndian market, no economy in the cost of production, as the
result of manufacture and repetition work on a large scale, will
be possible. The overhead charges alone would so load the in-
dustry that the manufacture of locomotives could not be made a
commercial proposition. On this account the cost to the country
of any protective measures taken would be very heavy, and the
results attained would not be commensurate. Before we ask the
country to make the heayy saerifice which is involved in the
encouragement of the industry, we must be satisfied in our own
minds that the sacrifice will be of a temporary nature and that in
the end the country will thereby secure to itself a real advantage
in the establishment. within itsclf of an industry of immense
national importance. We are not satisfied that this will be the
case. 'The burden upon the community will be heavy and continue
to be so indefinitely and until the domestic demand approximates
to the output of the smallest unit which can be cconomically and
efficiently operated.

Difficulty caused
by restricted market.

17. There is another aspect of the case which cannot be ignored.
TUnless the requirements of the Indian Railways
Difficalty increased  consist of not more than one or two types of
by variety of types. locomotives, it is doubtful whether, even if the
whole order were placed with the Peninsular Locomotive Company,
it could be executed without excessive cost, for the larger the variety
of the types, the greater is the cost of production. To expect the
Railways to stereotype a pgrticular design, merely in order to
supply work to an indigenous enterprise, is to ask for an impos-
sibility having regard to the varying circumstances of traffic in such
a large system as that of India.
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18. For the reasons which we have given we are unable to make

Reasons why no any recommendations for the grant of protec:
recommendation  pos-  tion to the locomotive building industry. We
sible. consider it desirable on national grounds that
the industry should be established in India, and we believe that
this could eventually be done, provided substantial assistance were
given by Government in the earlier years. But the existence of
a sufficient market for locomotives in India is an indispensable pres
liminary condition, and at present this condition is not satisfied. It
protection were given now, the country would carry a heavy burden
during the next five- years, and at the end of that period the pro-
gress made would be insufficient to justify the sacrifice.

19. In the communiqué to which we have referred a definite
Effect of Govern- Statement was made that the Government of
ment of India’s com- India were *‘ in a position to give a general
munique. undertaking that tenders will be invited
annually in India for all the Railway locomotives and locomotive
boilers required by Government during the 12 years commencing
with 1923.”" It was further stated that the requirements of Govern-
ment alone would be 400 locomotives a year from 1925 onwards,
A communiqué so generally worded could not but be construed
as an invitation by thé (fovernment to commercial enterprise to
come forward and establish the manufacture of locomotives in this
country, and Mr. Reed, in giving evidence for the Peninsular
Locomotive Company, stated that this communiqué was ¢ the
origin of the company.”’ Our attention was, however, drawn by
Mr. Hindley to passages in the records of the Railway Board which
suggested tﬁat, even before the issue of the communiqué, the pro-
moters of the Company were prepared to start the construction of
locomotives in this country without claiming any special treatment
or guarantee. That may very well be the case. But it does not
follow that, if the communiqué had not been issued, they would
have been able to raise the capital required, or that the
Company would have been floated successfully. The important
fact is that the Company was not registered until more than two
months after the communiqué was published, and, in these circum-
stancds, part at least of the share capital was probably subscribed in
view of the statements it contained. The Peninsular Locomotive
Company is now placed in the unfortunate position that the demand
for its products, which it was led to believe Was certain, has ceased
to exist. We recognize that the need for economy in Railway
administration is paramount, and that the Railway authorities
cannot be expected to purchase locomotives which they do not
need. DBut the complete falsification of the forecast made by the
Railway authorities little more than two years ago cannot but
affect adversely the prospect of raising capital for Railway indus-
tries in India, and the position in which the Peninsular Locomotive
Company has been placed deserves, and will no doubt receive, the
special consideration of the Government of India.
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Steel Castings.

20. The manufacture of steel castings is carried on in some of
. _ the Railway Works%mps in India and also by
u Firms efng_i:god in  three private firms. The works of the
etoel 3:;1:;‘ ure % Kirtyanand Iron and Steel Works, Limited,
are situated in the coalfields about 1} miles
from Rupnarainpur on the East Indian Railway, and those of
the Hukumchand Electric Steel Company at Ballygunge in
Calcutta. Both these firms make castings for sale. The third
firm Messrs., Fairbairn, T.awson, Combe and Barbour (India),
Limited, is engaged in the manufacture of jute machinery, and
has erected a plant at its works at Sarsatala, Jamgaon—mnear
‘Asansol—primarily in order to make the castings required for such
machinery, but also for sale. Applications for protection have
been received from the first two firms but not from the third.
The Kirtyanand lron and Steel Works, Limited, commenced to
manufacture in February 1922. At the end of that year the paid-
up share capilal was about Rs. 7} lakhs, and debentures for
Rs. 4 lakhs had also beenissued. The total block account, less
depreciation, was then a litlle over Ris. 10 lakhs. The Hukumchand
Electric Steel Company began to manufacture in July 1922.
No complete balance sheet had been prepared by this Company
at the time their case was presented to us, but we were informed
that the concern is privately owned by Sir Sarupchand Hukum-
chand and Company, and thai the capital expenditure incurred on
land, buildings, and machinery, ete., was about Rs. 10 lakhs.
21. Steel castings, like iron and brass castings, are made by
pouring the molten metal into sand moulds
fazfg‘:“es of manu- which have been given the forms which it is
) desired. the castings should take. There are
several processes by which the molten steel can .be prepared and
the choice hetween them depends on the total odtput of the works,
on the size and shape of the castings likely to constitute the
bulk of the output, on the quality required and on the raw materials
available. The Kirtyanand Iron and, Steel Works, Limited, have
adopted a ‘‘ converter ’’ process. Molten pig iron is first poured
into a converter, and air under fairly high pressure is then blown
on to its surface. The impurities present in the metal are thus
removed. 1f the quality of the castings is to be satisfactory, the
pig iron used for this proces® must contain very little phosphorus,
and for this reason Indian pig iron is not suitable. Only imported
pig iron is used by the Kirtyanand Iron and Steel Works,
Limited. At the Hukumchand Electric Steel Works an electrie
process has heen preferred. The raw material, light steel scrap,

()
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is charged into a small furnace with a ‘ basic’ lining. Large
carbon electrodes pass down through the roof of the furnace, and
by the passage of un electric current an arc is maintained inside
the furnace. The heat of this arc melts the scrap, and when the
molten metal has been suitably refined—chiefly by means of lime—
it is transferred from the furnace to the sand moulds. After the
castings made by either process have been taken from the sand
moulds, they are cleaned and usually require anmealing, i.e.,
heating slowly in a special furnace to a dull red heat and then
cooling slowly. Most castings also require a small amount of
machining, for the accurate adjustment of one or more of the
dimensions, before they pass into use.

22. It is desirable that we should emphasise the fundamen(tlal

; differences between the manufacture in India
th:) lﬁ;::ﬂﬁ?:cm;wee;} of rolled steel and of stecl castings. These
rolled stcel and of differences exist in the nature of the raw
steel castings. materials employed, in the methods of manu-
facture, and in the purposes for which the finished products can
be employed. Rolled steel is made at Jamshedpur entirely from
Indian pig iron; steel castings are made either from imported
pig iron or from steel scrap. In the manufucture of rolled steel
the molten metal is poured into ingot moulds which are all of
much the same form, and it is in the rolling mills that the steel is
given the shape which renders it suitable for the work in which it is
to be used. In the manufacture of stcel castings, the molten
metal is poured at once into sand moulds which have already
been given the shape for which the casting is to be used. Rolled
steel shapes such as beams, angles and plates can be adapted for
many different uses by fahrication; the steel casting has from the
first been given a special shape for a special pudpose and can be used
only for that purpose. This third difference is of great importance.
The steel casting is always and essentially a part of something else.
It may for example be a part of a Railway wagon or locomotive,
or it may be a constituent part of a machine. The prospeets of
the industry, therefore, neccssarily depend on the growth and
development of other industries. Unless the manufacture of
Railway wagous, and to a certain extent of machinery, is estab-
lished in India, the manufacture of steel castings is not likely
to succeed.

23. In their original representation of 4th September 1923 the
Kirtyanand Iron and Steel Works, Limited,
asked that a duty of 33} per cent. should be
imposed on all steel castings imported from
abroad, and apparently intended (though this was not explicitly
stated) that the same rate of duty should be applied to steel castings
coming in as spare parts of machinery or as railway material. As
an alternative, the Company suggested the grant of a °‘ suitable
bounty.’”” The request made on behalf of the Hukumchand
Flectric Steel Works was that their products should receive
“ exactly the same trecatment in the matter of a protective tariff

Claims put forward
by the Companies.
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as the Tata Company’s.”” The oral examination of the witnesses
made it clear that both firms were finding it difficult to sell their
products in the face of competition from abroad, but that the amount
of assistance they asked for had been determined by the claim made
on behalf of the Tata Iron and Steel Company, and not by any
exact calculation of costs and prices.
24, 1# Indian pig iron were well adapted for the manufacture
First condition laig ©f steel castings, the industry would start with
down by the Fiscal a substantial natural advantage, because
Commission. Indian pig iron is relatively cheap. As we
have already explained, however, Indian pig iron contains too much
phosphorus, and the castings made from it by the converter process
are not satisfactory in quality. In so far as it is necessary to use
imported pig iron for the manufacture of steel castings, we do not
think it can be shown that India possesses any natural advantage,
and it is doubtful whether the industry could ever hold its own
without protection. The uso of imported raw material also does
much to invalidate the argument which might be founded on the
importance of the industry from the point of view of national
security. The weight of the pig iron used is nearly 50 per cent.
greater than the weight of the steel castings produced, and in a
‘ national emergency, when sea communications were severely
restricted, it would be easier to import the castings than the raw
material. 1f, therefore, the claim to protection can be made good
at. all, it must be in favour of the alternative process which uses
steel scrap as its raw material,

25. The evidence we have taken makes it clear, we think, that
in the Calcutta area steel scrap is likely to be
available in sufficient quantities to supply the
needs of the steel casting industry. The East
Indian Railway Company informed us that the quantity of steel
scrap likely to %e availabf; for disposal annually was from 3,000 to
5,000 tons, while the Bengal Nagpur Railway Company estimated
that they would put on the market about 700 tons annually. Apart
from the Railways, in a large industrial district such as Calcutta,
a considerable amount of steel scrap is produced, and some of it is
unusable at present except by the steel making process. Tp till now
the Hukumchand Electric Steel Company has Eeen able to purchase
the steel scrap it requires at an average price of Ils. 30 a ton,
which is lower than the prices prevailing for similar material in
other countries. Its output, however, has not exceeded 50 tons a
month, whereas the eventual output may be five times as great.
It is possible that, with an increasing demand for scrap, the prices
might rise, but so far as can be judged at present, the irdustry does
possess an advantage as regards raw materials.

26. In respect of labour the industry is at no special disadvan-
' tage. Irdn castings have been made in India
for a great many years, and it is not difficult,
therefore, {0 obtain workmen who have already acquired a good
deal of experience and can readily learn such special processes
as are needed in sleel casting. ,The cost of electric power is of

Sufficiency of the
supplies of steel scrap.

Labour and Power.
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course an important factor in production costs, and although the
rates at which power is supplied by the Calcutta Electric Supply
Corporation at ffresent are not as low as in specially favoured dis-
tricts in other countries, the difference between the cost to the
Indian producer and the corresponding cost to his competitors in
other countries is not likely to be very great. On the whole, the
prospects of the industry are not unfavourable, but there is one
element of uncertainty, viz. .—the extent of the probable demand
for steel castings.
27. We have found it very difficult to estimate cven approxi-
mately the probable annual demand for steel
ca;l;?: g“’ﬁ‘c{“nfd"i‘; steel  castings in India. The imports are not shown
g " separately in the Trade Returns, and in the
nature of the case it is hardly possible that they should
be. As we have pointed out in paragraph 22, the steel casting is
almost invariably a part of something else, and would be
classified as a component part of a locomotive or a Railway wagon
or as machinery. The figures supplied to us by the principal
Company-worked Railways showed that in 1922-23 they 1mported
nearly 600 tons of steel castings separately and about 3,000 tons as
arts of rolling stock. There are great-and unexplained differences.
etween the figures given by the various Railway administrations,
and we are doubtful whether the Railway demand can be accurately
determined on this basis. The figures suggest, however, that apart
from the steel castings produced in the workshops of the Bombay,
Baroda and Central India Railway at Ajmere (800 tons), and in the
Tast Indian Railway workshops at Jamalpur (200 tons) the annual
consumption of steel castings by all the Ruilways in India (exclud-
ing those imported as parts of complete wagons and locomotives)
is not less than 1,000 tons and may be more.

28. The Hukumchand Electric Steel Company suggested to us
that the annual Railway demand for steel axle-
boxes required for replacements would of
itself more than suffice to keep their works fully
employed. The figures supplied by the Railway Companies do
not, however, support this theory, Much must depend, moreover,
on the policy followed as regards the replacement of cast iron axle-
boxes by steel axle-boxes. If the Railways generally were to make
this change, there would probably be a very large demand for
several years., But once the use of steel axle-boxes had become
universal, it is not clear what the annual consumption would be.
One of the advantages claimed for the steel axle-box is its greater
durability, and the annual demand during the period of replace-
ment is no index of the probable demand once the process of
replacement is complete.

Steel axle-boxes for
Railway wagons.

29. The prospects of the steel cgsting industry must obviously
Demand for steel Do affected by the success attained in the
eastings in connection manufacture of Railway wagons in India. If
with the manufacture that manufacture were once firmly =stablish-
of wagons in Indis. ed, it would create a steady demand for steel
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castings. But the quantity required is only 7 cwts. per wagon,
in the case of the A-I covered broad-gauge wagon (the only type for
which we have details), so that for every 1,000 such wagons, the
total quantity of castings needed is only 350 tons. The full capa-
city of the Kirtyanand Iron and Steel Works is about 200 tons
a month, and of the Hukumchand Electric Steel Company about
250 tons a month, and unless the output of the Indian wagon
building firms expands much more rapidly than is expected, their
requirements will not go far to keep the steel foundries occupied.
The establishment of locomotive building in India would provide
an important market for steel castings, but that industry is not
likely to start without Government assistance at the outset, and for
the reasons given in Chapter IJI we have been unable to' recom-
mend that it should be protected. :

30. Apart from those required for Railway rolling stock, the
most important classes of steel castings which
have been brought to our notice are colliery
tub wheels, bridge bearings, and certain parts
of machinery. We have no data from which we can estimate
even approximately the probable demand for steel castings for
these purposes, though probably the colliery tub wheels are the
most important. So far as machinery is concerned, much must
depend on the policy finally adopted by the (Government of India
as regards encouraging the manufacture of machinery in India.
So long as the steeﬁ casting works are dependent on replacement
orders for particular parts of machinery, their costs are bound to
be high because it is only on repetition work that they can hope
for cheap production. '

31, If it were established that the steel casting industry

Difficulty of formu. deserved support from (overnment, it would
lating proposals for still be difficult to decide b% what means pro-
b uraging :he e tection should be given. The imposition of
castings, O protective duties at once raises the problem

whether a higher duty can be imposed on the
component parts of rolling stock or machinery than on the complete
wagon or machine, and, if so, whether this higher duty should be
enforced only when the parts are imported separately. We have
recommended in our Sccond Report that the manufacture of Rail-
way wagons should be fostered by the grant of bounties. It may be
that a similar method would be best in the case of those castings
which are needed for wagons. As regards those castings which are
component parts of machinery, it would hardly be possible for us to
make recommendations at all, until we had reviewed all the ques-
tions connected with the manufacture of machinery in India. But
before we can satisfy ourselves whether protection is necessary or
what the amount should be, the extent of the probable demand
for steel castings in India must clearly be determined.

32. So far as we have been able to ascertain the facts at present,
it is not clear that the annual demand for
steel castings in the area which can be com-
* manded from® Calcutta is sufficient to keep.

B

Other uses for steel
castings.

No recommendatigns
made at present.
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even one of the steel foundries fully employed. The com-
plete ﬁ%rures from the Railway administrations did not reach us
until a late stage in our enquiry, and it was not until we reviewed
all the evidence that we realised how important this factor was
likely to prove. The output of steel castings must clearly be
limifed by ihe demand, and at the same time the cost of production
is largely determined by The output. TUnless some estimate cen
be formed of the probable output, it is hardly possible to determine
the cost of production, or to assess the amount of protection needed.
For this reason we are unable to make any general recommends-
tions at present. One class of steel castings, however, will benefit
from a proposal which we have made in our Second Report, for
colliery tub wheels will become subject to the import duty of 20
per cent. which has been proposed for the tubs.
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Enamelled Ware.

33. The manufacture of enamelled ware in India is of very
Imports and raw Yecent growth. TUp to 1914 the bulk of the
materials. imports were obtained from the Continent of
Europe, but since the war supplies bave been drawn chiefly from
Japan. The import figures are—

Value of all Value of
imports. imports into
Calcutta.
Re. lakls, Rs. lakhs.
‘Average of the three years
1911-12 to 1913-14 . RT12 67
192021 . .. . 429 9-8
92122 . . . . 201 6-6
192223 . . . . 236 57
1923-24 (10 months’ figures
multiplied by 6/5) & 297

The raw madterials required by the industry are thin steel sheets
with a smooth surface- and the various substances used in pre-
paring the enamel glaze. " Steel sheets are already manufactured
at Jamshedpur by the Tinplate Company, but not for sale, the
whole output being eonverted into tinplate. The Tata Iron and
Steel Company will commence the manufacture of black sheets in
September 1924, and are under contraet to supply sheets suitable
for enamelling to a Company— Enamelled Ironware, Limited—
which has becn established at Famshedpur. Most of the materials
required for the glaze have to be imported. The process of manu-
facture is comparatively simple ' and does not require an expensive
or elaborate equipment. The industry can, therefore, be carried
on by firms with a low capitalisation, working on a limited scale.

34. We have received representations from foor firms who aye
Firms engaged in interested’ in the manufacture of enamelled
the production of ware. Three of them-—the -Bengal Fnamel
enamelled ware. Works, Timited, the Bengul FEnamel and
Stamping Works, and the Pioneer Enamel Works, Limited—have
established their works at or near Calcutta; the fourth—Xnamelled
Tronware, Limited—is located at Jamshedpur. This last Company
was about to commence manufacture when we visited Jamshedpur
in Kugust 1923, but no information has since been received as to the
progress made. When we took the evidence of the other three
firms in September and October 1923, they were manufacturing on
(17
BR



18 CHAPTER 1V,

a small scale only, and had not reached anything like full produc-
tion. The capitalisation of the four Companies 1s as follows ;: —

Rs. lakhs.
FEnamelled Ironware, Limited . 9

Bengal Enamel Works, Limited 2 (Includes working capital.)
Bengal Enamel and Stamping 3 (This amount has actually been

Works. spent on the equipment of the
s tactory.)
Pioneer Enamel and Iron 3 (Rs. 60,000 is the sum actually
Works, Limited. . raised and spent.)

It will be seen that the capitalisation of the Jamshedpur Com-
pany exceeds that of the other three put together, but they have
given no evidence as to their probable output. The other three
firms have given the following estimates of their requirements of
steel sheets: —

Bengal Enamel Works, Limited 500 tons in the near future und
1,000 tons eventually.

Bengal Enamel and Stamping About 240 tons.

Works,
Pioneer Enamel and Iron 100 tons at present and 1,000 tons
Works, Limited. eventually.

35. It would be a mistake to attach undue importance to the
Limited market for estimates which the firms have given of thew
enamelled ware in probable output. They have not yet had suffi-
India. cient experience to forecast accurately the
“amount of work they will he able to undertake, and their anticipa-
tions may be wide of the mark. In parlicular their output must
necessarily be limited by the demand tor enamelled ware in India.
All the three Calcutta firms estimate that the cost of the steel
shects will be about a third of the cost of the finished goods, and
the cost of sheets suitable for enamelling appears to be about
Rs. 350 a ton. On that basis the consumption of 500 tons of steel
sheets means an output the value of which will exceed Rs. 5 lakhs,
or nearly equal to the total imports at Calcutia in 1922-23. Unless
the demand increases substantially, it does not seem possible that
all the firms can attain the output they hope for.

36. The Tata Iron and Steel Company has made a contract with
Enamelled Ironware, Limited, by which for
the first five years the price paid for steei
sheets is the mean of the Englich and American
prices for similar materials, plus ten shillings per ton. This Com-
pany will- not be affected at the outset, therefore, by any additional
duty -which may be placed on raw steel. The o*her three Com-
panies submitted representations urging that they would be
scviously prejudiced if the import duty on steel sheets were raised

Claims made by
Enamelling firms.
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to 334 per cent., as proposed by the Tata [ron and Steel Company.
They contended that that Company would not be able for several
vears to produce steel sheets suitable for enamelling and asked that
they might be allowed to import their sheets free of duty to enable
them to overcome the difficulty of the first few years” working. The
Bengal Enamel Works, Limited, specifically asked that they might
be allowed also to import free of duty the chemicals required for the
enamel glaze, and the other firms, in oral examination, concurred
in this request. All three firms spoke of a heavy fall in the prices
of enamelled ware and of keen competition both frem Germany and
from Japan, but all three were opposed to an increase in the present
import duty of 15 per cent. ad valorem. They explained that in
India enamelled ware was used for the same prvrposes for which
vessels made of brass and aluminium were used, and they appre-
hended that, if the price were substantially increased, thé demand
for enamelled ware would at once decline.

37. The prospects of the enamelled ware industry are not, we
The manufacture of thilk, unfavourable, if the initial difficullies
enamelled  jronware 8are once overcome, and it is certainly desirable
deserves  encourage-  that the manufacture should be established
ment. in India. Tt atfords an opening to the small
capitalist and the technical processes are not of great difficulty,
whereas most of the industries which use steel as their raw material
involve the raising of a large amount of capital and the employ-
ment of highly trained experts. We think that some assistance
from Government is necessary, but the precise measures to be taken
require consideration,

38. It seems to be clear, for the reasons given by the firms
themselves, that nothing would be gained by
imposing.a higher duty on imported enamelled
ware. The market is not a large one, and, if it
were further restricted, the prospects of the industry would be pre-
judiced and not improved. Nor are we able to support the proposal
that the firms should be allowed to import the steel sheets they
require free of duty. The practical difficulties would be great, for
no means has been suggested by which the Customs officers could
discriminate between the special qualities of sheet which are suitable
for enamelling and other sheets. An alternative arrangement might
be possible by which the firms would receive a rebate of Customs
duties paid by them on imported sheets in proportion to their output
of finished goods. It would, however, be wholly inconsistent with
protection for the steel industry to exempt from duty sheets’of the
kind which is likely to be produced at Jamshedpur. The Tata
Iron and Steel Company are under contract with Enamelled Iron-
ware, Limited, to supply them with sheet suitable for enamelling,
and the doubt that has been expressed as to their ability to do this
is not, we think, well founded, The Tinplate Company are already
manufacturing from steel made at Jamshedpur sheets of a similar

uality to the kind required, and there is no reason why the Tata
Eron and Steel Company should not be equally successful. 1f the

Relief asked for by
the industry.
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cost of the steel sheet is one-third of the value of the finished goods,
the present ten per cent. duty is approximately 3 per cent. of the
same value. The increase of the duty to 15 per cent. (as we have
proposed in our First Report) would then mean an increase in the
cost of production of 1} per cent. It is quite possible, however,
that the Tata Iron and Steel Company may be able to supply the
Calcuttn firms with the sheets they require at a price not higher
than they are paying al present. It hns been suggested that they
should give them the same terms which they have already granted
to KEnamelled Ironware, Limited, and the Tata Iron and Stecl Com-
pany have promised to consider the matter. But apart altogether
from a special arvangement of that kind, it is in the interests of
the steel industry that the manufacture of enamelled ware in
India should continue, and if an increase in the price were likely
to endanger its existence, the steel manufacturer would no doubt
take that fact into account.

39. The Bengal Enamel Works, Limited, has supplied us with

a list of the raw materials required for the

.f‘;lf:;ﬁ?]ri;g ?A‘:&ri&]‘:‘ manufacture of enamel glaze, and an estimate
of the quantity required on the basiz of an

annual consumption of 450 tons of sheet. The most important
“items in point of value are:—

Cost inclnding
import duty.

Rs.
Borax and boracic acid, . . . 59,500
Cryolite . . ; ! . . 31,500
Cobalt Oxide y . : . . 31,175
Antimony . ] . : . . 12,100
Felspar, ground . 2 3 . . 11,200
Total . . . . . 1,45475
Other materials . . . ) 29,625

Grann Torar . 1,75,100

The first fivé items wre at present subject to an import duty
of 15 per cent. If it were possible to admit these materials free
of duty, the consequent reduction in the cost of production of
énamelled ware would much more than counterbalance the increase
in the duty on black sheets. It is on these lines, we consider, that
agsistance can best be given to the industry, and the removal of
the duty on raw materials which are not produced in the country
is in all respects consonant with » fiscal system which aims at
the encouragement of industry by discriminating profection. We
understand that several applications have already reached the
Government of lndia from other industries in which proposals
either for the removal of the duties on imported raw materials, or
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for exemption from such dutics, bave beén made. It seems to us
desirable that, as far as possible, these proposals should be consi-
dered simultaneously. ’l‘Ee general principles which should regu-
late the grant of concessions require careful examination, and since
a sacrifice of revenue may be involved, the relative urgency of the
various claims may have to be settled. For this reason we have
deferred making definite recommendations in favour of the
enamelled ware industry, though we think that its claims to
assistance of this kind are strong.



CHAPTER V.

Conclusion.

40. We desire to record our indebtedness to those commercial

) . bodies and firms, and also to those private
Board’s proceedings. persons who submitted written statemgnts to
the Board or gave oral evidence, to the Provincial Governments
who supplied us with much useful information, and to the prinei-
pal Railway Companies and Port Trusts who sent detailed replies
to our questionnaries. In many cases witnesses were asked to
supplement the information originally given by further statements,
and our requests were invariagly and most courteously complied
with. As was natural, our demands fell heaviest on the claimants
for protection, and particularly on the Tata Iron and Steel Com-
pany, but we should also acknowledge specially the assistance
given hy the Indian KEngineering Association and some of the
engineering firms, and by the Railway Companies. The compila-
tion of the figures which we asked for involved the expenditure
of much time and labour, and but for the assistance we received,
we should have found it impossible to carry through our investi-
gations. We are particularly indebted to those firms (see State-
ment VI, Annexure A) who permitted us to visit their works, and
to the gentlemen who took us round on the occasion of these visits
and explained the processes of manufactura. These visits formed a
most valuable part of our enquiry and enabled us to appreciate

much more clearly the written and oral cvidence with which we
had to deal.

41. There is one aspect of our proceedings to which we draw
- special attention. In paragraph 303 of their
Publicity. I{)eport, the Fiscal Corimisgsior}: laid stress on
the importance of publicity to inspire confidence and remove the
ossibility of suspicion that recommendations are based on anything
ut the public interest. It is on this principle that we have acted
throughout. The Tata Iron and Steel Company were unwilling
at the outset to make public their pig iron costs, because the
information disclosed might conceivably be of use to their com-
petitors in India. Eventually, however, they informed us that
the whole of the evidence they had given might be published. In
the case of other firms also we were able to overcome the apprehen-
sions which they originally felt, and secured their consent to the
publication of the greater part, if not the whole, of the evidence
which at first had been given confidentially. We have lost no
opportunity of emphasising the valne of publicity, and it is our
firm conviction that, as far as possible, evidence should be taken
publicly. At the same time, however, there are occasions when
' ' (@2) ‘
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the choice lies between recciving evidence confidentially and not
obtaining it at all, and in such cases our practice has been to take
evidence in camera and then to secure the consent of the witness
to the publication of as much of it as possible. It is the publica-
tion of details of the cost of production which most commonly gives
rise to difficulties. The Tata Iron and Steel Company was even-
tually able to agree to the publication of all the evidence tendered
on its behalf, because it has no competitors in India; but this is an
exceptional case, and, to take one example, some of the engineer-
ing firms were naturally unwilling at a time of intense competition
to place at the disposal of rival firms the delails of their manufae-
turing costs. This difficulty is bound to recur during the course
of our enquiries and cannot be ignored. Where protection is
claimed on behalf of an industry in which several firms are engaged,
we do not think it will be possible to take the whole of the evidence
in public, for in that case indispensable information would not be
obtained at all. The Fiscal Comunission itself recognized that the
whole investigation might not be conducted in public. Each case
must, we consider, be Sealt with on its merits, but our aim would "
invariably be to secure publicity wherever possible.

42. To assist us in our enguiry into the steel industry, Mr. R.
The Board's Tech. Mather, = the = Government Metallurgical
nical Adviser. Inspector at Jamshedpur, was appointed as our
technical adviser, and joined us at Jamshed-
pur on his return from leave on August 20th 1923. We desire to
record our deep appreciation of the very valuable services which.
Mr. Mather has rendered. The dificulties of a very arduous and
complicated enquiry would have been doubled, had we not been
able to rely in all technical matters on his accurate knowledge, clear
judgment and indefatigable energy. At all stages of our work,
whether in the examination of witnesses, the sifting of the evid-
ence recorded, the formulation of proposals or the detailed working
out of the general principles we had accepted, Mr. Mather was
ready to help us not only with advice and criticism, but also with
the closest and most cordial co-operation, Tor the recommenda-
tions made and the opinions expressed in our Reports we are, of
course, solely responsible, but in so far as we have succeeded in
presenting our conclusions regarding the technical aspects of the
steel industry in a clear and coherent form for the consideration
of the Government of India and the Legislature, 1t is to our adviser
that in large measure the credit is due. :
43. The post of Secretary to the Board was at first filled by
: Rai Bahadur Surendra Nath Banerji, Assist-
The Board's Scere-  ant Secretary to the Government of India in
:;g:;illiSilf;negt. clerical  the Commerce Department. Tn “November he
‘ was compelled by 1llness to vacate the appoint-
ment and his place was then taken by Mr. G. C. F. Ramsden, I.C.S,,
of the Central Provinces Commission. We are indebted to both
officers for the careful and efficient manner in which the Board’s
work has been carried on. Our enquiries involved a heavy strain
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on the elericel and reporting staff of the Board, who had frequently
to work for very long hours in order to keep abreast of the evidence.
We desire to acknowledge the cheerful end -willing spirit in
which they met the demands made upon them &nd the good work
dene by them.

G. RAINY—President.
V. G. KALE.
P. P. GINWALA.
G. C. F. RAMSDEN—Secretary.
March 15th, 1924.
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ANNEXURE A.

Account of the Board’s Proceedings.

The Resolution of the Government of India appointing the
Mariff Board was published on the 10th July 1923 and the members
took charge of their duties on the following dates:—

(1) The President . . . 6th July 1923.
() Mr. P. P. Ginwala . . 5th July 1923.
(3) Professor V. G. Kale . . 14th July 1923.

2. On the 17th July the following communiqué was issued by
the Board inviting expressions of opinion on the proposal to grant
protection to the Steel industry.

““The Tariff Board have been appointed to advise the Govern-
ment of India as to the means by which effect should be given to
the policy accepied by the Government of India and approved by
the Legislative Assembly of adjusting the fiscal system of the coun-
try so as to foster the development of industries. In the Resolution
of the Government of India in the Department of Commerce, No.
3748, dated 10th July 1923, the Board were directed to examine
first the question of extending protection to the manufacture of
stee] in India. In order that the Board may proceed with their
investigations without undue delay it is important that they should
reéceive as soon as possible from firms or persons inierested in the
steel industry or the industries dependent on the use of steel full
statements of their views.

¢ 2. The primary question to he examined is whether the ecir-
cumstances of the steel indusiry are such as to justify protection
being extended to it and, if so, what should be the nature and
extent of the protection given. But the Board have also to take
into account the effect which @ny measures they recommend may
have on indusiries dependent on the use of steel, and in particular
the industries which manufacture wagons, locomotives and other
Railway requisites. It will be necessary for the Board to keep
this aspect of the case constantly in mind throughout their enqui-
ries, and it will greatly facilitate their work if those inierested n
the industries referred to will submit statements of their views as
soon as possible, and state at the same time whether they desire
that a witness or witnesses, should be examined orally in support
thereof. '

3. The Board’s office will close in Simla on the 8th August
and the Board will then proceed to Jamshedpur where the evidence
adduced on bebalf of the Tata Iron and Steel Company will he
taken. On the completion of their work at Jamshedpur the Board
will continue their enquiries at Calcutta on a date to be announced
subsequently.””

3. The cvidence of the Tata Iron and Steel Company was takern
at Jamnshedpur between the 17th and the 27th of Augtst and the
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14th and the 21st of December. During both visits the Members
of the Board had the advantage of visiting the Company’s Works
and also those of other firms at Jamshedpur. The rest of the evi-
dence was taken at Calcutta between the 10th September and the
9th November and between the 5th and 10th December 1923; at
Bombay between the 16th and the 29th November; and at Delhi
between the 22nd and the 28th January 1924. Two short visits
were also paid to Asansol, at the beginning of September and the
end of October, for the purpose of visiting engineering and other
works in the coal fields. ,

4. A list of the firms who sybmitted representations asking for
the grant of protection to various steel produets is given'in State-
ment I (annexed), and also the dates on which they addressed the
Board and on which their vepresentatives were examined orally. In
praciically every case the Board found it necessary to ask for addi-
tional information and this was always readily supplied in supple-
mentary written statements.

5. The views of the engineering industry on the question of
protection for steel were stated in a written representation from the
Indian Engineering Association of which most of the engineering
firms arc members. Rolled steel being the most important raw
material of the engineering industry, the Association was naturally
opposed to the imposition of protective duties which would raise
its price, and considered that such assistance as might be required
should preferably be given in the form of bounties. If, however,
protective duties were imposed on rolled steel, then the Association
recommended that duties at the sume rate should also be imposed
on fabricated steel. The views put forward by the Association
were in suhstance (but with variations in detail) the views ex-
pressed by the engineering firms who addressed the Board. In
order to ascertain as far as possible how the engineering industry
was likely to be affected by protection for steel, a questionnaire
was drawn up and addressed to a large number of engineering firms
and detailed replies were received from several of them. Three
firms interested in the manufacture of iron or steel also tendered
evidence at the request of the Board. A list of these engineering
and other firms is given in Statement 1I (annexed) together with
the dates of the representations, and the dates on which the re-
presentatives of some of them were examined orally.

6. In order to ascertain the probable effect of protection for
steel on Railway costs, the Board drew up three questionnaires
relating to—

(a) Rolled steel and fabricated steel,

(b) Steel castings,

(¢) Railway wagons,
These were issued to the principal Railway Companies in India
from all of whom replies were received. The Board also received,
through the Government of India, a letter addressed by the Indian
Railway Companies to the Secretary of State. The Port Trusts
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of the principal Indian ports were also addressed by the Board and
gave expression to their views in written communications. Mr.
Hindley, the Chief Commissioner of Railways, and representatives
of four Railway Companies and of the Calcutta Port Commis-
sioners were examined orally (see Statement ILI).

7. The Board received a number of other representations from
commercial bodies, from firms and from private individuals. A
list of those which were put forward on behalf of particular in-
dustries has been given in Statement TV, and of those which
considered the question-of protection for steel more generally in
Statement V.

8. Two questionnaires were drawn up and addressed to the
Provincial Governments. The first of these was directed to ascer-
taining the probable annual consumption of steel by Provincial
Governments, and consequently the additional burden which pro-
tection for steel might entail on Provincial finances. The second
was concerned with the probable effect of protection for steel on
the cultivating classes and the minor industries and handicrafts
whose representatives were not likely to approach the Board direct.
The Board are greatly indebted to Provincial Governments for
the information supplied.

9. In order that they might be better able to appreciate the
evidence placed before them, the Board visited a number of Engin-
eering and other works. A list of these is given in Statement VI.

10. In all the Board rcceived 103 written statements from Pro-
vincial Governments, Railway Companies and Port Trusts, Cham-
bers of Commerce and other commercial and industrial bodies,
commercial and industrial firms, Government officers and private
persons. Oral evidence was taken on 55 days during which 41
witnesses, or groups of witnesses, were examined.
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STATEMENT 1I.

29

List of Engineering Associations and firms and of firms tuterested
in the manufacture of iron and steel who submatted representa-
tions to the Tariff Board or replies to the Board’s questionnaire..

Date on which

as Date of A
No. Name of Association or firm. representation. r:z}:&rzlsie;?gt;::“v;:s
1 | Indian Engineering Association . | 18th Septembor 1923 | 24th September 1923.
2 | Bombay Engincering Employers’ | 17th September 1923. cearre
Foderation.
3 | Burn and Company, Limited 1]th Septcmber 1923| 21st September and
2nd October 1923,
4 | Jessop and Company, Limited 14th September 1923| 26th September and
5th October 1923,
8 | The Vulcan Iron Works, Limited | 15th September 1823 | 28th September 1923,
6 | The Indian Iron and Steel Com- | 4th Octobor 1823 | 30th Ootober 1923,
pany, Limited.
7 | The United Steel Corporation of | 3rd November 1923 | 5th November 1923.
Asia Limited.
8 | The Bengal Iron Company, | 8rd October 1923 :Sth November 1923
Limited.
9 | Richardson and Cruddas . 9th August 1923 21st November 1923.
10 | The XKumardhubi Engineering | 2nd November 1923. | 5th Deccmber 1923.
Works, Limited,
11 | Fairbairn, Lawson, Combe and | 10th November 1923 | 5th December 1923.
Barbour (Indiz), Limited. ]
12 | Parry’s Engineering Limited 14th August 1923 e
13 | The Angus Company, Limited | 4th September 1923 - .
14 | The Shalimar Works, Limited | 1ith Septemberl92‘3:
18 | Mackintosh Burn Limited . 12th September 1923 verens
16 | Heatly and Gresham, Limited 24th September 1923
17 | Jas. Alexander and Company, | 9th October 1923 vereee
Limited.
18 | J. C. Gammon (Bombay) Limited | 29th November 1023
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STATEMENT I1I.

List of Railway Companies and Port Trusts who sent replies to the
questionnaires issued by the Board.

10
11

13
14
15

Name of Railway Company or Port
Trust,

Date or dates of
replies,

Bengal Nagpur Railway Company

Great Indian Peninsula

Railway
Company.

Bombay, Baroda and Central India
Railway Company.

. East Indian Railway Company .

Madras & Southern Mahratta
Railway Company.

South Indian Railway Company. .

Burma Railway Company .

Bengal and North Western Rail-
wey (ompany.

Assem Bengal Railway Company

Port Commissioners of Calcutta- .

Port Commissioners of Rangoon .

Madras Port Trust

Karachi Port Trust . .
Bombay Port Trust . .
The Railway Board . .

15th November and
11th and 22ud De-
cember 1923,

2nd November, 15th
and £2nd Decem-
ber 1923,

13th and 28th Nov-
cmber 1923.

Znd January 1924

29th and 30th Oct-
ober and 2ud Now-
¢mber 1923.

16th, 20th and 23rd
November 19%3.

23rd November 1923

16th and 27th Oect-
ober and 13th
November 1923,

2nd and 6th Nov-
ember 1023,

13th November 1923
19th October 1923 .
30th October 1823 .
16th November 1923
20th November 1923

Date on which a
representative was
examined orally.

7th November 1923,
28th November 1923.

29th November 1923,

7th December 1923,

6th December 1923,

26th and 28th Janu-
ary 1924,
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affected by protection for stee
the Tariff

ANNEXURE A.

STATEMENT IV.

oard.

3l

presenting industries likely to be
gwho submitted representations to

10
11
12

13

Name of Association or firm.

Indian Mining Federation .
Indian Jute Mills Association
Indian Mining Association .

Turner, Morrison and Company,
Limited,

Standdrd Oil Company of New
York.

Burma Klectric Tramways and
Lighting Company, Limited,

Madras Eleotric Trumways (1904)
Limited.

Caleutta, Tramways
Limited. :

East Bengal River Steam Sevvice
Limited.

Company,

The British Burma Petroleum
Company, Limited.

Messrs, John Taylor & Sons! Com-
mittee,

British Indian Electric Committee,
ndo..

The Indian Galvanising Company
Lin ired.

Date of representa-
tion.

Date on which a
representative was
examined orally.

28th September 1923.

1st December 1923.
1ith Jenuary 1924.

30th October 1923 .

29th October 1923

26th November 1923

27th November 1923

12th December 1923,
6th  Qctober 1923.

24th October 1923.

25th  October 1923.

29th November 1923.

28th January 1924.

3rd November 1923.

3rd November 1923,
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STATEMENT V.

List of Chambers of Commerce and other Commercial bodies, impaort-
ing frms and private individuals from whom representations
were received on the general question of protection for steel.

Name of Chamber or Association.

Date of representa-
tion.

Bombay Chamber of Connnerce .

Bengal Chamber of Cominerce

Burma Chamber of Commerce .

Madras Chamber of Commerce

Karachi Chamber of Commerce

Upper India Chamber of Com-
werce.

Indian Merchants’ Chamber

The Punjab Trades Assocjation

Murwari Association, (‘alcutta

The Nutive Share and Stock
Brokers' Association, Bombay.

Calcutta Trades Association
Calcutta Import Trade Associa-

tion.
Anandji Haridas and Company

tion.
Some Iron Merchants of Caleuttas

George Service and Company

Mr. George Pileher, Caleatta,

Mr. M. Homi, Bombay

Mr. A. Ramaiya. Madura .

Mr. M. 8. M. Sharma, Bombuy .

The Viscal Reform League, India

National I'ederation of lIron and
Steel Manufacturers of  Great
Britain.

Sheflicld Chamber of Commerce .

London Chaniber of Commerce

-~

Bombay tron Merchants Assnocia-

30th October 1923 .
24th November 1923
1st Scptember 1923.
8th Septeruber 1923,

22nd November 1923.

25th January 1924,
11th August 1923
27th July 1923,

20th November 1923.

29th November 1923.

28th December 1923,

11th Scptember 1023
6th October 1923
30th July 1923

2nd Qctolor 1923
20th November 1923

2nd November 1923

15th October 1923 .

8th October 1923,
23rdt November 1923,
15th January 1924.

26th October 1923.

1st October 1923,

tith Deccniber 1923,

Date on which repre-
scntative was ex-
amined orally.

26th Noveruber 1923,
10th December 1923,

27th November 1923.

Ist Oclober 1923,
8th Qctober 1923.

19th November 1923,

22nd November 1923.

Oth November 1923.

161k, 17th, 19th and
2uth November
1923,
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STATEMENT VI.

List of the engineering and other firms whose works were visited
by the Board.

33

No. Name of firm. Works visited. Date of visit.
1 | The Tata Iron and Steel Company | Works at Jumshed- | On several dates in
pur. August and De.
. cember 1923.
2 Ditto Gurumahisini  Iron | 30th August 1923.
ore mine.
3 | Indian Steel Wire Products | Works at Jamshed. | August 1923,
Limited. pur.
4 | Indian Agricultural Implersents, Ditto Ditto.
Limited,
§ | The Tinplate Company of India Ditto Ditto.
(Liwmited).
6 | Calmoni Enpineering Works, Li- Ditto . Ditto.
mited.
7 | Peninsular Locomotive Company, Ditto 18th Deceuber 1923.
Limited.
8 | lndian Iron and Steel Company, | Works at Burnpur, | 4th September 1923,
Linited, neur Asansol.
9 | Indian Standard Wagon Company, Ditto 4th September 1923,
Limited.
10 | Bengal Coal Company . . | Coal Mine ai Sode- | 5th Scptember 1923.
puore.
11 { Kirtyanand Ironand Steel Works,{ Works at Alladih Ditto,
Limited. near Rupnarainpur.
12 | Bengal Iron Company L Works at Kulti 6th September 1923.
13 | Eastern Light Castings, Limited . Ditto Ditto.
14 | Angus Company, Limited Works at Bhadresh- | 8th September 1923.
Wwar,
15 | Burn and Company, Limited Engineering Works ( 13th September 1923.
at Howrah.
16 | Jessop and Company, Limited Engincering Works | 20th September 1923,
at Howrah.
17 Ditto . { Wagon  Building Ditto.
Works at Garden
Reach, Caleutta.
18 | Marshall Sons and Company | Works at Agarpara | Scptember 1923,
(1n§liu), Limited. near Calcutta,
19 [ Hukumchand Electric Steel Works | Works  at  Bally- Ditto.
gunge.
20 | Kumardhubi Engineering Works, | Works at Kumar- | 27th October 1923.
Limited, dhubi.
21 | Kumardhubi Fire Clay and Silicg Ditto Ditto.
Works, Limited.
22 | Fairbairn, Lawson, Combe and | Worke at Sarsatala | 28th October 1923.

Barbour (India) Limited.

near Jarmgaon.
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ANNEXURE B.

Memorandum on the manufacture of Wire and Wire Nails.

1. In response to the Board’s invitation calling upon all indus-
tries interested in, or likely to be aflected by,
the protection of rolled steel, the Indiun Steel
Wire Products, Limited, was the only Company
which applied for the protection of the manufacture of wire and
nails. It also gave oral evidence through one of its Directors,
Mr. Walchand Hirachaud. It has since come to the notice of the
Board that there is another Company, called the Pioneer Nail Com-
pany of Calcutta, which manuigctures wire nails. As it hus not
appeared before the Board, and as the Board have at their disposal
no means of ascertaining its financial position or its manufacturing
activities, the Board must proceed all along on the assumption that,
at present, the only Company which is seriously intcrested in the
manufacture of wire and its products is the Indian Steel Wire
Products, Limited.

The Company has its works at Jamshedpur in fair proximity to
the Tata Iron and Steel Company’s Works. It has an authorised
capital of Rs. 50 lakhs, of which about half has been issued and
called up, though the amount actually paid up on the issue is
about Rs. 21:6 lakhs. It has entered into various contracts with
she Tata Iron and Steel Comnpany for the supply of wire rods which
i« the principal raw material for its manufactures, as also for the
supply of water and eleciricity at rates which appear to be fair
and reasonable and not above the rates at which both can be had in
other indusirial parts of India. 1t has got a plant which the Board
inspeeted at work which is said to have a eapacity of manufacturing
about 12,000 tons of all kinds of wire products when it is fully
in operation. * Though this 1s said {o be the full capacity of the
plant, in the course of the Board’s investigation the Company has
not presented them an estimate which fully covers thaut amount.
The highest estimate placed before them is for a tolal output of
9,000 tons a year, working three shifts a day. In any event,
whether the full capacitly is assumed to be the one or the other, it iy
capable, as will be presently pointed out, of producing wire and
wire products in quantities which will be equivalent to a substantial
and the bigger portion of the demand of the country, as far us it
can be ascertained. Though the Company was registeged as far
back as 1919, it did not commence operation until the beginning of
1923. Tt only reached the production of 120 tons in August 1923
and the manufacture was confined {o the drawing of wire and the
making of wire nails. The Company is equipped for the manufac-
ture of galvanised wire but has nqt yet installed any machinery
for the production of barbed and stranded wire. Under these
circumstances, this enquiry must necessarily be confined to the con-
ditions under which wire, plain or galvanised, and wire nails
are manufactured.

Extent of the Indus-
try. .
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2. The following figures are extracted from an advance copy

of the Annual Statement of the Seaborne

Import of wire and 'I'rade of British India with the British Fmpire

wire nails. and foreign countries for the year ending 3lst
March 1923 :—

Summary for 1922-23.

Tons. Tone.
Fencing Wire—
United Kingdom . . . . . 061
Total British Empire . . . . 565
Germany .- . . . . . . 622
Belgium . . . . . . . 338
U. S. A . . . . . . . 340
Foreign total . . . . . 1,330
Toran . 1,895

Wire, other than fencing wire—
United Kingdom . ; ; s . 1,135

Total British Empire - X ; . 1,177

Germany . . g 4 ; . . 1,447

Belgium . : C : . L 659

U. 8. A, . . . . ' . . ROT

Total foreign . . ! 3 . . 2,616
Torar . 3,793

Wire Nails— .
United Kingdom . . . . 629
Total British Empire . . . . 664
Germany . . . . . .. 6,650
Belgium . . . . . . . 3,912
U. S A, . . . . . . . 1,378

Total foreign . . . . . . 12,146
ToraL . 12,810
_ Government Imports.
Wire—
United Kingdom . . . . . 731

Germany . . . . . . . 3860
Belgium . . . . . . . 25 385

ToTAL . 1,116
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Total : All linds: Wire and Wire Nails.

British Empire. Foreign,

Tons. Tons.

Fencing wire . . s . 565 1,330
Other wire . . . . 1,177 2,616
Government wire . . . 731 385
Wire nails . . . . 664 12,146
Torar .. 3,137 16,477

Graxp Torar . 20,614

3. From the above figures it is clear that in the two kinds of
manufacture in which the Cumpau\ is at
present engaged, the competition is mainly
from Germany and Belgium and that the
imports from the United Kingdom are relatively small, and judging
by the average })11("(:‘\ they appear to be catering for the finer da\ses_
of wire and wire products which are not being manufactured in
India. When in a later paragraph the prices of the Britich
article are compared with those of the Continental and the Indian
articles, this position will appear in a clearer light. On these
figures and on Mr. Walchand’s direct statement, the Indian manu-
facturer is at present not interested in the kind of articles which are
imported from Great Britain, but it is clear that even eliminating
this the Indian manufacturer has still left him a market of hu])
big dimensions which he can capfure.  This market may at present
be deseribad as being in the neighbourhood of 16,000 tons per year
on the figures of 193223,

The Company’s plant which the Board inspected in August
i equipped on a scale reasonably calculated to produce wire and
wire products economically and on a commercial basis. The
machinery is up-to-date and can “be manipulated without much
difficulty hv the kind of intelligent Indian labour which is normally
available in the country, under proper expert supervision during
the initial stages. The quality of the wire produced appeared to
bear a favourable comparison with the imported wire. In the
matter of nails, however, there was room for more attention and
care in the manipula'(ion of the machinery which, though simple,
requires carefnl adjustment in order to ensure the evenness of
quality. Tu order to show how favourably this particular industry
is situated with reference to Indian conditions, perhaps a short
deseription of Lhe precess of manufacture and of the raw matelmh
used may not be out of place.

Continental  compe-
titwn,

4. Where the mdush‘v has been established on an organised

o _ ¢ i and extensive gcale, it happens, not infre-
vd,»aﬁ?:fmmlnﬁ “t'}')z_ quently, that the manufacture of wire 1is
steel judustry. ounled en 1n o(m]unvtmn with the rolling of
wire rods which, in their turn, are rolled from
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billets as part of the process of manufacturing steel. 1n this sense,
wire drawing may be described as a continuation of the processes
relating to the manufacture of the cruder forms of steel. gn many.
industrial organisations, however, the processes have, as in the case
of the Indian Stee] Wire Products, Limited, been separated, that is
to say, ready-made wire rod of suitable size is purchased and
subjected to further processes for the purpose of drawing it into
wire and manufacturing from it other products. Wire so drawn
may be used plain, or coated with zinc or other metal. Plain or
galvanised wire, again, may be converted into ropes, barbed wire,
woven wire-fencing, nails and various kinds of products.

5. Wire rods are the principal raw materials of these manufac-
tures.  As indicated elsewhere they are at
present imported. Their manufacture forms
part of the programme of the Greater Exten-
sions of the Tata Iron and Steel Company. Though open hearth
basic steel is not suitable for the manufacture 0? the finer and
nore expensive varletics of wire and wire products, it is quite
suitable for the manufacture of all kinds of ordinary wire and wire
products which represent the bulk of the Indian demand.

Raw material and
process.

Wire rods come (o the wire mill usuully in coils. Their diameter
varies, but ordinarily it is less than a quarter of an inch. Previous
to the drawing process thev have to be cleaned, usually by immer-
sion in a hot solution of sulphurie aecid—a process which adds
considerably to the cost of production--in order to remove the scale
left on them by the rolling! process. They are then washed and
put into a lime bath. This removes the last traces of the sulphurio
acid, and helps the lubrication they have to receive subsequently in
the drawing process. They arve next heated in a baking oven to
ensure the complete removal of the bad effects of the sulphurie
acid. They are thereafter drawn through a succession of hard
steel dies in which are holes. By passing through holes which are
successively smaller and smaller the wire attains the requisite
diameter. In order to prevent the wire from becoming too hard
1t may he necessary to heat it in an annealing furnace and to sub-
ject it more or less to the same cleaning processes as the wire rods
before it is ready for use.

When the wire has veached this condition, if it is to be used
for making wire nailyy it is taken to the nail machine. Tt is an
automatic machine which performs all the processes in rapid succes-
sion which are necessary lo the production of the finished nail.
As the wire is fed into the machine it is *‘ seized hy gripping dies,
and the head formed on the end by the blow of a heading tool. As
the header withdraws, the wire is pushed forward the length of the
nail, and the cutting dies advance from the sides and ehip off the
nail, forming its point. The ejector disposes of this nail just as
the wire hehind is advanced o be headed. The nails are cleaned
of the lubricant and oil of the drawing process and of the ¢ whiskers ’
which may be left at the point of the nail by the pointing machine
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by being shaken up with saw dust in tumbling barrels. Special
finishes may be given to nails to meet special needs.”

6. There are two principal objects in view in describing these
processes in somewhat greater detail than was
necessary on their own merits. Tirst of all,
to make it clear that the mechanical equipment of the industry is,
if moderately expensive, mainly automatic in operation, mastery
over which can fairly easily and without unduly prolonged training
be acquired by intelligent Indian labour. Though the wisdom of
the course adopted by the Tndian Steel Wire Products, Limited,
so early in their career of reducing their expert Kuropean super-
vision to a single foreman is not clear, it is some proof of the state-
ment that the industry is one in which the problem of training
Indian labour enters less largely than in most other industries
which have come under the %oard’s review. Its principal raw
material, moreover, is, or will be very soon, on the spot. The power
required by it is relatively small, and is obtained cheaply and in
sufficient quantity. As has been alrea(ziy stated, its home market is
considerable and within its reach. Under these circumstances, this
industry is suited to the industrial conditions of India, and the
chances of its success are considerable.

A simple industry.

Secondly, to emphasize the fact that the manufacture of nails
18 selpurated from that of drawing wire by the intervention
mainly of automatic machines, several of which can be looked after
by a single workman properly trained for the purpose. The Tndian
Steel Wire Products Company employ at present one attendant per
one machine and a foreman to about every dozen men. Owing to
the simplicity of the machinery, the expenditure of direct labour on
the production of nails is likely to be so small that it is unnecessary
to exanine the cost of their production separately from that of the
manufacture of wire. Fven if it were necessary, it is not possible
to do so because the Company themselves do mnot maintain
their costs separately and therefore there are no materials before
us on which they can be investigated. Mr. Walchand, one of
the Directors of the Company, who gave evidence, complained
that the German manufacturer sold his nails cheaper than his wire,
because what he spent on the slight labour and overhead on machi-
nery, he more than recovered by using up the short lengths and
‘ waster ’ coils of wire in making the nails. The principle can be
applied to Indian conditions only with a ggod deal of caution ‘and
not a little modification, but it may be taken as an indication of the
low cost of the nail making operation and as a sufficient additional
reason for not separately examining the costs of production of the

two articles. The cost of production of one ton of finished plain
wire may now be discussed.

7. This expression has several djfferent meanings, and it may
perhaps be as well to indicate in what sense
it is used throughout this memorandum. 1t
includes (a) all costs incurred by the manufacturer at the works and

Cost of production.
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briefly called the works costs and (D) all overhead charges, which
must be added to (@), to arrive at a figure at which he can sell the
article without any profit or any loss.
(a) The works costs may be sub-divided as follows:—
(1) Metal cost.
(?) Cost above metal, including—

(¢) consumable stores, e.g., sulphuric acid, lubricants,
ete. ;

(i) coal and coke;
(¢2z) water and electricity;
(#v) wages of labour and supervision,
(b) The overhead charges may be sub-divided as follows:—
(?) Depreciation.
(1) Interest on working capital.
(¢7) Head office charges.
(tv) Miscellaneous direct and indirect charges.

8. In dealing with either aspect of the cost of production, there

) . are several difficulties which, if must now be
qug'tﬁcn“‘l“e“ of tho  ghvigus, are not peculiar to this industry only.

' Firstly, the industry is represented, so far as
there is any evidence, by onc manufacturer, the Indian Steel Wire
Products, Limited. The result is that the Board are not in a posi-
tion to compare their cost with that of any other compeling manu-
facturer in this country; nor are they in a position to make a
comparison with recent foreign costs. Secondly, at the time the
Board examined the representative of the Company (27th of
September 1923) the Company eould place before them only four
months’ experience of manufacture, and the works costs available
are therefore limited to that short period. Thirdly, for the samne
reason, the industry has not reached that stage of productivity
which contributes to a reasonable reduction of the works cost, or
of the overhead charges per ton of production. Working three
shifts a day, the plant is capable of producing 750 tons per month
or about 9,000 tons per annum of finished wire. With one shift
per day fully employed it is thus possible for it to produce 250 tons
per month or 8,000 tons per annum. Even this has not been
achieved, for the production did not exceed 87 tons in May, 84
tons in June, 111 tons in July, and 120 tons in August 1923. The
consequences of such a state of affairs are not difficult to understand.
As wih be presently shown even by the moderate increase in produc-
tion from 87 tons in May to 120 tons in August, the works cost
above nett metal dropped from about Rs. 82-13-0 to Rs. 76-4-0 per
ton, u difference of Rs. 6-9-0 per ton. According to the figures
supplied by the Company tge works costs, when the production
rises Lo 750 tons per month, are expecled to drop to about Rs. 65-8-0,
a further difference of Rs. 10-12-0 per ton, or a difference of
Rs. 17-3-0, cquivalent to about 20 per cent. compared with the
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works costs in May 1923. According to the revised figures arrived
at in paragraph 11, a still further drop of Rs. 7-2-0 per ton may
be expected, thus raising the total difference since May 1923
to Rs. 24-5 per ton, equivalent to about 30 per cent. The difference
between the overhead charges spread over 87 tons and 750 tons per
month will appear enormous,

9. In the light of the above facts, any enquiry into the cost of
. ) ) production will be fruitless unless it is con-
crcr;:g‘:‘i'ss:ﬁpuff " ducted with reference to an actual or assumed
production which represents a reasonable
quantity per annum. The actual or the assumed quantity must
be large enough to produce at least a minimum quantity of economie
results, In the case of this industry the actual production is too
small, and any results based upon it must be forthwith dismissed as
extravagant for the reasons already given. The only alternative
is to assume a quantity of annual production which, in all the cir-
cumstances of the case, appears on the whole to be reasonable. The
full output of 750 tons a month camnot be worked up to within at
least 3 or 4 years. It will, therefore, be cut of the question to work
out the cost of production on that outpuf at the present moment.
Nor, on the other hand, can the output of 120 tons per month which
was atlained in August 1923 be accepted as reasonable in the case
of ancindustry sceking national assistance. There is no 1eason why,
since that date, and if the proposals here put forward are given
effect to, the production should not reach the full ontput at least
of a single shift, that is to say, 250 tons a mouth or 3,000 tons a
vear. The wire industry is, in all countries where 1t has bheen
successfnl, one of large planis and thervefore of large production.
The plaut iteelf is large enough, and it can, and ovght to, produce
at least a third of its possible output at the end of its first year
of working, and within three or four vears aftain to its fullest
output. The Board must, therefore, conduct their enquiries into
the cosl of production and make their recommendations on the
basis that the annual production is at least 3,000 tons.

10. The first item in the works cost is the neft metal cost. At
preseut the wire rods which form the prineipal
raw material ave imported.  Theyv are of conti-
nental origin, and cost, landed at the works,
Rs. 8-8-0 per cwt. or Rs. 170 per ton. Tor tlie reasons given in
puragraph 25 in dealing with the question of compensatory protec-
tion, it may be assumed that, even when the Company have to buy
locally manufactured wire rods, their cost per ton will remain,
unless there is some further drop in British and Awnerican prices,
in the neighbourhond of this figure. One ton of finished wire,
however, requires, owing to wastage in the process of manufacture,
an additional quantity which will fairly be ‘repreented by
an extra 10 per cent.- Taking the price of wire rod at Rs. 170 per
ton, tbe nett metal cost with the additional 10 per cent. amounts to
Rs. 187 per ton of finished wire.

(@) Womrks cosT.
(1) Metal cost.
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11. Cost above metal.—The following figures were, under this

heading, given by ihe Company for the four

(2) Cost above metal. months from May to August 1923, and on the

assumption that the full output of 750 tons

per month was attained (vide Appendix E and Appendix G to
Statement [1f):— :

Full

—_ May. June, July. August, 1 pat.

§
I
Bs. A. p.Rs. A P ,Rs. A, p»JRs, A. Pp.lls. A, P

1. Stores, ete. . d42 8 0145 8 0188 9 635 0 038 8 0
2, Coal and coke . A 5 00} 5 0 0) 513 0} 4 8 0 510 0
3. Electric and water| 9 0 0] 9 0 0113 &6 0}1212 0| 612 0O

supply.
4, Wages . . 27 5 012413 629 0 0{2¢ 0 O|1410 O

—

Torar /8318 0[64 8 618211 676 4 0|65 8 O
Prcduction 87 84 111 120 750

. tons: tons. tons, tons. tons.

It will be seen that of the four months, the figures for August are
the lowest in each item except that the charge for electric and
water supply has risen from Rs. 9-0-0 in May to Rs. 12-12-0 in
August, though the production in the latter month was higher than
in the former. Mr. Walchand explains this difference by stating
that the price they pay to the Tata Iron and Steel Company is
regulated by the price of coal and that there has been a rise in its
price. e also thinks ihat the figures eannot be taken as ahsolutely
correct, as the system ol keeping: the costing account had not been
worked Jong enough. When the output inereases there should
naturally be a reduction in this charge, and it would not be unfair
if, at any rale, this item was reduced from As. 12-12-0 to As. 9-0-0,
the figure for May and June. This reduces the total for August
from Rs. 76-4-0 to Rs. T2-8-0.

The biggest item in the cnst above metal is the one for stores,
ete. A detailed list of charges under this head is given in Appen-
dix K to Statment ITI, dated the 13th October 1923. The amount
is reduced from Rs. 42-8-0 in May to Rs. 35-0-0 in August.
Sulphuric acid accounts for more than Rs. 14 in the list. 1f the
output increases trom 120 tons in August to the assumed output
of 250 tons per month, there is room for further reduction, and if
the proposals which are under consideration for the removal of the
duly on sulphur are accepted,ethere is a certainty of reduction in
the cost of sulphuric acid. There are, therefore, reasonable grounds
for the reduction of this item from Rs. 35 to Rs. 32-8-0. For the
same reasons the figure of Rs. 38-8-0 should be reduced when the
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tull output is attained, to Rs. 32-8-0. The reason why this figure,
when the output is much higher than in August, should be higher
than that for August is not apparent.

The next big item is under labour. This has been reduced
from Rs. 27-5-0 in May to Rs. 24-0-0 in August. When the output
as compared with August is more than doubled, the charge under
this head must go down. A reduction therefore of 25 per cent.
under that head does not appear to be unreasonable, and accord-
ingly, it may be reduced to Rs. 18 from Rs. 24. In the absence
of any definite evidence to the contrary, the Company’s figure of
Rs. 14-10-0 for the final future output under this heading may be
accepted,

There is a slight increase under the head coal and coke in the
future figures, as compared with August, which has not been ex-
plained, and for which there is no justification on the evidence.

The revised figures, therefore, are as follows: —

Output Output

— 250 tons 760 tons

per month. per month.
Rs. 4. P Re. A, P
1, Stores, ete. . . . 3 ¢ : : 82 8 0 32 8 0
2. Coke and coal . . . L | . 4 80 4 80
8. Electric and water supply . 3 . . 9 00 612 0
4. Wages . . . b ! b . 18 0 0 1410 0
TorAL A 66 0 O 58 6 0

The figure of Rs. 6o bears, on the smaller output, a fair comparison
with Rs. 58-6-0 on the bigger output, and it may accordingly be
allowed as being reasonable under all the circumstances taken
together.
12. The total works costs are per ton:—
Total works costs.

Rs.

Nett metal . . . . 187
Above metal . . . 65
Torar. . 2562

13. Overhead charges on one ton of wire:—

{5) OVERHEAD CHARGES.
(1) Depreciation.

() Depreciation.—The Company was asked to work out the
total depreciation on plant and machinery and on build-
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ings. Depreciation on plant and machinery at 7} per
cent. and on buildings at 2} per cent. is reasonable.
The Company gave the following figure for deprecia-
tion per month; (vide Appendix F to Statement III,
dated 18th" October 1923).

: Rs.

Depreciation on plant .and machinery at
10 per cent. . . . 4,820
On Buildings at 2} per cent. . . . 809

Torar. . 5,629

1f the depreciation on machinery is reduced from 10 {o
7} per cent., the figures for the two are per month:—

Rs.
Plant and Machinery . . . - 3,615
Buildings . . .o . .. 809

Torar, . 4,424

14. The Company claim interest at 9 per cent. on a working
capital of Rs. 4 lakhs. The amount of capital
(i) Interest on may be accepted as reasonable. But the claim
working capital. for interest should be reduced from 9 to 7}
per cent., which is reasonable. On this basis,

the interest on working capital per month is Rs. 2,500.

15. The Company claim under this head Rs. 3,000 per month.
It is not proved that the maintenance
c((‘:yxzses Head office  f such a costly head office in Bombay, and so
) ) far from the works, 1is conducive either
to efficiency or economy. The industrial conditions of the country,
however, are such that most industries are managed on behalf of
companies by Managing Agents whose headquarters are, ordinarily,
at one or other of the bigger commercial centres. The principal
reason assigned for this is that the finances of almosl every
-industrial company are dependent largely upon the credit, influence
and business reputation of the Managing Ageuts. 8o long as these
industrial conditions remain the same, this system has to be tolerated
as a necessary evil, and on that ground mainly it is not easy to
propose any other course than the acceptance of the figure claimed.

16. These are intended to cover insurance, postage, labour,

. . welfare and other charges. On the average of

chz(a’r?es Miscellaneous £y, months from May to August, a sum of
' Rs. 1,000 per month is adequate.
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The figures for overhead charges per month may now be sum-
wmarised as follows:—

(1) Depreciation . . . . . 4,424
(¢) Interest on working capital . . . 2,500
(#t7) Head Oflice . . . . . . 3,000
(7v) Miscellaneous . o . e 1,000

Torar . 10,924

On the assumed production of 250 tons per month the overhead
charges per ton come to about Rs. 44.

17. The total cost of production per ton thus comes to—
Total cost of pro-

duction,
Rs.
Total works costs (vide pamgldph 1?) . . 252
Overhead charges 3 . .44

Tovar. . 296

18. It must now be determined how much per ton should be added
Profit on invest- to the figure of Rs. 296, to enable the industry
ment. 10 earn -a reasonable profit on its iuvestment.
In the case of the smaller industrvies, of which the wive indusiry
may be regarded as one, a return of 10 per cent. is reasonable, and
any figure “below that will fail to attract Indian capital.

The total called up capital of the Company is just under 25
lakhs. The paid up amount, however, is about 21-6 lakhs, accord-
ing to their last balance sheet. The capital, therefore, which is
entitled at present to carn may be taken as 21-6 lakhs. Exoludin%
the value of stores this amount approximately repxesonfs the tota
block value of the Company’s property according to the last balance
sheet. A return of 10 per cent. on this amount means 2-16 lakhs
per annum,

The question that now arises is: over what production is this
amount to be spread? If it is to. be earned on a production of
3,000 tons per annum or 250 tens per month, it works out at Rs. 72
per ton. This would involve too heavy a burden upon the country,
and it would be regarded as commercially unsound to load

8 quarter or a third of the pmsﬂale production with the whole
of the profits of such possible prdduction. No industry ecau,
within such a short period of production as one year after the
commencement of business, expect a return on the whole of its
invested capital. The case against such a claim by an industry



ANNEXTURE B. 43

nsking for national assistance is even stronger. They should there-
fore be allowed on each ton of actual production a profit per ton
calculated on the {ull capacity of the plani. The capacity of the
plant- has been assumed to be 9,000 tons per annum. The total
profit on that output is 2-16 lakhs or Rs. 24 per ton. This rate of
profit on 3,000 tons per annum produces a total of Rs. 72,000 per

anuuni.

19. The price that the industry ought to get per ton is therefore
The price at which Rs. 320 per ton as under:—
wire can be sold at a
profit,

Total cost of production . . . . T 296
Profit . . . . . . . .ooNH

ToraL . 3%

20. The price at which imported wire enters and is sold in India
should next be determined. According to
Mr. Walchand, common wire which comes
chiefly {rom the Continent is sold in India,
after having paid duty at 10 per cent. ad valorem, at Rs. 15 per ewt,
—or Rs. 300 per ton,  The tarift valuation of one ton of wire nails,
wlhich for practical purposes may be assumed to be the valuation
for wire, is Rs. 280. WDeducting from Rs. 300 the duty of Rs. 28
per ton but not the trade charges, commission, etc., the nett price
1s Rs. 272 per ton. A [further deduction on account of these
charges, say at the rate of & per cent., gives the c.i.f. landed
price of approximately Rs. 260 per ton.

C.i.f. landed price of
foreign wire,

The question now is: ecan this safely be taken as the price
at which, without duty, imported wire enters this country? The
figure given by Mr. Walchand, though low, is borne out by the
quotations in the Calcutta Prices Current, a weekly publication
issued by the Bengal Chamber of Commerce. The Tarifl Valuation
of Rs. 280 per ton is in substantial agreement with Mr. Walchand’s
figure after deduction of duty. ‘

According to figures received from the Chief Controller, Indian
Stores Department, the f.o.b. prices of wire nails imported from
the United Kingdom were as follows:—

Date. . Rs. 4.
30th November 1923 2’ . . . 15 15
16th November 1923 28" . . 1407
30th November 1923 3" . . . 14 4
These f.o.b. prices work out ®n an average at Rs. 15 per cwt. or
Rs. 300 per ton.

Another Rs. 25 added will give the approximate c¢.i.f. landed
price of Rs. 325 per ton. These prices are higher than Continental
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prices. No one need be surprised at tho difference, for it has
been found in connection with the kind of Continental rolled steel
which competes against Indian rolled steel, in bars, for instance,
that there is a difference of about £2 per ton between Continental
and British prices in favour of the former.

21. Upon the figures obtained in paragraphs 19 and 20, the
Amount of protec- Pprotection which the industry ought to re-
tion. ceive, and which ought to be recommended,
is Rs. 60 per ton. This is the difference between the price at which
wire can be manufactured and sold at a reasonable price in India,
and the price at which the foreign wire can be sold, if no duty had to
be paid upon it. The recommendation should apply equally to wire
specified 1n paragraph 22 and all wire nails. _
22. In connection with the duty on wire it is important to
decide the form which the duty should take
and the classes of wire to which it should
apply. At present the duty is on a uniform
busis of 10 per cent. ad wvalorem on all kinds of wire. But the
Company is not equipped to make barbed wire or stranded
fencing wire, and nothing should be added to the burden on these.
They are not specially expensive forms of wire, and since a specific
duty of Rs. 60 per ton would be equivalent To much more than the
present duty, barbed wire and stranded fencing wire should
continue to pay 10 per cent. ad walorem. The remaining
kinds of wire which are imported fall into two main groups—
(a) single strand plain or galvanised wire made of ordinary soft
steel for telegraphs, baling, light fences and a large number of
miscellaneous purposes; and (b) special wire either made of soft
steel drawn io extremely fine wire or made of harder stecls and
hardened and tempered or ‘‘ patented ’’ for springs, umbrella fit-
tings and purposes where speeial strength or properties are required.
The Company are equipped to make the kinds of wire falling into
group (a), and it is to these that protection should be given
by the application of a specific duty of Rs. 60 per ton. The Com-
pany are not in a position to make the wires in group (b) and have
stated that they do not wish protective duties to be applied to them.
These wires have a much higher value per ton than the others.
The values vary censiderably, but much the greater proportion of
these wires coming into India would fall within the limits of
Rs. 500 to Rs. 800 per ton c.i.f, If these were subject to duty
on a different basis from the common wires, the Customs authorities
would be involved in many difficulties in satisfactorily identifying
them for appraisal. These wires, therefore, aulso should bear a
specific duty of Rs. 60 per ton. This would be equivalent to an
ad valorem, duty varying between about 12 and 7 per cent.
It is not very likely that this would add appreciably to the
burden of any user, and the probable slight fall in revenue on
account of these kinds of wire would be more than offset by the
increased simplieity of administration by the Customs, and would
be trifling in comparison with the exira revenue produced by the

Uniform specific
duty on all wires.
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duties on the common wires, which preponderate enormously in
weight.,

If at any time circumstances should necessitate the imposition
of an offsetting duty on common wire, the inclusion of these other
wires in the same 1tem in the Tariff Schedule might have to be
reconsidered.

23. 1f the proposals above made are accepted, the burden upon the
consumer will rise from about Rs. 28 to Rs. 60
per ton or from 10 to 22 per cent. ad valorem.
lAccording to the figures given in an earlicr
paragraph, the total imports of all kinds of wire and wire
nails per year amount to about 20,000 tons; therefore, even if all
kinds of wire were afiected by these proposals, the total addi-
tional burden at Rs. 82 per ton would not exceed Rs. 6-4 lakhs,
This does not, however, represent the extra revenue which the
Government may expect to gel, If the estimate of 3,000 tons
per annum is realised, the nett increase cannot exceed about Rs.
lakhs, and as the domestic output increases this amount must in
proportion diminish. ‘

The total burden will not be excessive. The incidence of
the increcased burden will be diffused, perhaps, over a larger
number of consumers than most other steel products. Moreover,
the actual protection that the industry gets is not so high as the
figures suggest. Out of the duty of Rs. U0 per ton, at least Rs. 20
may be regarded as compensatory protection even on the present
rate of duty on steel, for which the tariff, and not the indusiry,
can be held accountable. The' cost of metal has been taken as
Rs. 187 per ton. ‘This includes a duty on wire rod at 10 per cent.
ad valorem, or a duty of about Rs. 17 per ton. In addition, the
consumable stores, the value of which has been taken as Rs. 32-8-0
per ton, take away in duty about another Ks. 3 per ton. India
cannot have it bolh ways. She cannot expect to have her manu-
factured products cheaply as well us derive a revenue from the
taxation of their principal raw materials, whether for revenue or
protective purposes, or partly for one and partly for the other, as,
indeed, is the case in this particular instance. In this respect,
so fur as competition from the free irading United Kingdom is
concerncd, India must accept the position of remaining at a disad-
vantage in common with other protectionist countries, whilst Indian
consumers may derive some little consolation irom the fact that
part of their sacrifice reverts in the end to the State in the shape
of additional Customs revenues.

The remaining Rs. 40 per ton, which represents protection in
itself to the industry, needs some explanation. The figures given
in paragraph 20 suggest a difference between the British and
Continental prices of about £4 per ton in this class of manufac-
ture. The Customs figures aiso tend to prove that the imports
from the United Kingﬁom as compared with those from the Con-
tinent arc relatively small. One of the legitimate inferences that
can he drawn from these facts is that in the inferior forms, at any

D

Effect of our recom-
mendations.
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rate, of this class of manufacture the Continental countries are able
even to underseil the United Kingdom in India. Such being the
relative position of the United Kingdom, it would be strange if
better results were possible in India, especially during the initial
gtages of any industry.

The nocessity for recommending as high a protection as Rs. 40
per ton arises mainly from the circumstance that the actual pro-
duction is so smull compared to the possible output. In proportion
as the productlion increases, the works cost and, to a tar greater
extent, the overhead charges will steadily como down, and when
the tull output is reached, there will be little or no need for protec-
tion, unless in the meanwhile conditions which cannot at present
be foreseen arise. In order to make the meaning clearer,
reference may be made to the figures in paragraphs 11 and 17,
where, on a production of 3,000 tons per annum, the cost above
metal has been taken as Rs. 65 per ton, and the overhead charges
at Rs. 44 per ton, respectively. The figure for the former, when
the output reaches 750 tons pér month or 9,000 tons per year, is
Rs. 58-6, a difference of Rs. 6-10 per ton. 1f the overhead charges
are likewise spread over this.amount, they will come down, in pro-
portion, from Rs, 44 to about Rs. 15 per ton, a diffcrence of about
Rs. 29 per ton. When the full output is reached, the protective
duty of Rs. 40 per ton can be reduced by the total of these figures,
that is to say, by Rs. 85-10. The industry may thus be expected
to stand on 1ts own legs, apart from compensatory protection.

24. The Company in its final proposals (vide Appendix F to
Statement I1I, dated the 18th October 1923)
suggested a duty of Rs. 6 per cwt. in addition
to the present ad valorem duty of 10 per cent.,
or, in other words, a duty amounting to Rs. 128 per ton as against
the present duty of Rs. 28 per ton. No case has been made out
for the acceptance of a proposal so extravagant. There were no
figures available on which it could be substantiated. It may be
admitted that the figures arrived at above are approximate and
therefore imperfect; but, on the whole, they should be far nearer
the mark than the figures the Board were asked to accept.
It is true that they have been only allowed a proportionate
profit on the production. Any industry which is able to make any
profit at all during the first two or three years of its existence
should consider itself fortunate. In any case, if it is a hardship,
it must be accepted as one inseparable from the lot of an infant
industry. By improved expert supervision the Company can easily
increase ils output and so increase its profit. Every additional
ton produced means a reduction in the cost above metal and,
as has been indicated in paragraph 23, a substantial reduction in
the overhead charges. If to this is added the possibility, by paying
greater atlention to the quality of the nails manufactured, of com-
manding an easier market than at present, the Company may do
even still better than would appear at first sight.

Adequacy of recom-
mendation.
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25. As has been stated before, wire rod is the principal raw
I 4 cost of material of the industry. Under the Board’s
wire  oose! Qgg‘;’ens‘;_ proposals for the protection of bars and rods by
tery protection. - a duty of Rs. 40 per ton, the wire rods would
have cost this industry Rs. 195 per ton, whereas
at present they are able to import continental wire rod at Rs. 170
per ton. An additional compensatory. protection of Rs. 25 per
ton would, under ordinary circumstances, have been necessary. No
proposals on these lines, however, are necessary, for the reason
that by an agreement entered into between the Tata Iron and
Steel Company and the Indian Steel Wire Products Limited for a
period of 5 years, the former have bound themselves to supply to:
the latter 4,000 tons of wire rod at a price which is to be the mean’
of British and American f. o. b. prices plus ten shillings per ton.
These prices happen to be in the neighbourhood of about £11 per
ton, and therefore the price payable in future will be approxi-
mately equal to the price at which the Company is importing at
the present moment. ?t 1 possible, however, that, as Mr, Walchand,
hopes, the price to the Company may go down when the Tata Iron-
and Steel Company commence their deliveries. In that case, the
industry may, by that fact, get.mere profit than has been taken inte
account. On the other hand, i} is equally possible that British
and American prices which, in this particular class of manufacture,
have a normal tendency to be higher than the Continental prices,
may further develop in that same direction. In this event the
profit may turn out to be smaller than it otherwise would be. It
must be assumed, however, that the Company entered into this con-
tract after fully weighing the fact that their cheapest market. for
purchasing wire rods was, at the time, the Continent, and that if, in
the event, the contract turned out to be unfavourable, they would
cheerfully accept that position as arising from a reasonable risk
which they had undertaken with their eyes open in the ordinary,
course of business, It is perhaps of some interest to note that, if
the British and American prices do not rise above their present
level, the Tata Iron and Steel Company are giving to the wire
industry compensatory protection at the rate of about Rs. 25 per
ton which should otherwise have had to be given by the country.

26. It gircumstances make it necessary, an offsetting duty in
. ‘accordance with our proposals in Chapter IIT
Offietting. duty. of the First Report should be levied.

27. The proposals may now be summarised

Proposals. >
POt as follows : —

(1) That a specific duty of Rs. 60 per ton be levied on wire
nails and on all wire, plain or galvanised, other than
barbed or fencing wire. These two kinds should
remain subject to the present ad valorem duty of 1Q
per cent.

(2) That if and when necessary, an oﬁsetting duty be levied
‘on pails or any plain wire.
E
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ANNEXURE C.

Note on the increased cost of wagon building in India due to the
higher duties proposed on rolled steel.

Broad Gauge Wagons.

~ The only list of quantities for broad gauge wagons which is
sufficiently detailed for purposes of calculation was supplied by
Messrs. Burn and Company for the 750-type wagon for which they
tendered in 1913 (see printed statements of Indian Standard Wagon
Company, pages 21 and 22). The total weight of the materials of
which details are given is 132} cwts. The summarised statoment
on page 22 shows the weight (without wheels and axles) of the 750-
type wagon to be 131 cwts, and of the A-1 type to be 153 cwts.
Both types are 4 wheeler covered goods wagons, and the Board were
informed that the designs were generally similar.

2. The items are shown in Statement I (annexed). On items
totalling over 99 cwts. the additional duty will be about Rs. 88.
On items totalling 30 cwts. there will be no additional duty. The
items forming the remaining 3 cwts. (screw-couplings etc.), are
not definitely classified, but the extra duty (if any) on all of them
will not exceed Rs. 6. The extra duty on the ‘fnaterials-- for the
750-type wagon would thus be about Rs. 93. The A-1 type wagon
is about 17 per cent. heavier, and if it is assumed that the material
is divided in much the same way as in the 750-type, the additional
{i{)?t ofothe materials, due to the higher duties, would be about

s, 110. e

8. It was not made clear in the evidence whether the weights
shown in the statement were the weights of the materials actually
in the finished wagon or of the materials consumed. The latter
would be between % and 10 per cent. higher than the former. If
it be assumed that they are the weights as in the finished wagon,
and that 10 per cent. more material has to be consumed, 8 further
sum of Rs. 11 should be added. A total of Rs. 121 thus appears
10 be the maximum amount for the extra duties on the materials
required for an A-1 type wagon.

Metre Gauge Wagons.

4. The most detailed list of quantities fof metre gauge wagons
was supplied to us by the Bombay, Baroda and Central India
Railway with their letter No. T.-219, of January 5th, 1924. The
wagon dealt with is the M. A.-2 type, 4 wheeler covered goods.
The weight of the finished wagon (Wwithout wheels and axlesg 18
90 cwts. The materials of which we have been given particulars
total 98 cwts. in weight. The quantities thus appear to be those
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of the materials consumed in the manufacture of the wagon. They,
<an be classified as follows :—

. Present
Material. Quantity., | duty: 1924 P;())pf sed Increase,
Valuations, uly-
Cwis. Ras. Rs. Rs,
Channels . . 9 76 13-3 59
Aungles . . . . 16-6 12:4 249 12-3
Plates , . . . 405 30-4 60-8 304
Bars . . . . 74 50 148 98
Bars for rivets and bolts 3-8 2-4 7:0 46
TOTAL MATERIAL SUBJECT TO 77-0 678 - - 121:0 63-2
EXTRA DUTY.
Not subject to extra duty.
Spring steel . . ¢ ; “ .
Springs . . . . E . . - i -
Iron stampings (assumed to be grade A) . . gTotal weight, 31-0 owts.
Castings of braas, steel and iron /,

Door controllers.
Miscellaneous stores.

Materials not classified.

It will be seen that material forming 80 per cent. of the
weight is subject to extra duties tolalling Rs. 63'2. If the door
controllers and certain parts of the miscellaneous stores are made
of materials subject to extra duties, the total additional duties on
the materials for the M.-A.-2 type wagon would be about Rs. 70.
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STATEMENT I.

Broap Gause Wacon,

(4 wheeler covered goods.)

Table of duties.

Material, Quantity. dul‘t';'e?ﬁlrg% Prf)g(:;sd Increase.
Valuations,

Cwts. qrs. lbs.! Rs, Rs, Rs.

Angles . . « 16 216 12-4 248 12-4

Chanpel. . . o . .| 19 028 16:3 288 12:5

Plates (4" or over) . . . 23 119 175 351 176

Flats, rounds, ete. . . . g 1-8 4.2 126 84

Sheet or Plate (under {*). . . 6 0 7 §-3 9:1 38

Roof gsheets . . 5 220 85 128 43
Bars for Buffers, Rivets, Bolts, Axle-
guards, Wearing strips, Door det,alls

and Shoe brackets . . 22 01 148 440 29-2

TOTAL CLASSIFIED 99 1.13 79-0 167-2 88:2

Items unclassified.

Draw bar cradle . ’ y .
Bcrew couplings . . v

Split pins . . .

Total weight 8 0 8 o

Items on which there wsll be no changs,

Axle hoxes, Spring shoes, Faco plates,
Hanger brackets, Cast Iron, Wrou-
ght Iron (Presumed Grade A), York-
shiro Iron, Spring steel, Gulvanised

rivets, Gulvanised washers, Wearing

blocks Vacuupm brake and Springs.

Total weight 30-0-8.

SGPI-—-L. 137 $ccwER

18.3:24 300

~r
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