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THE TATA IRON AND STEEL COMPANY, LIMITED.

Evidence of Messrs. A. R. DALAL, R. MATHER and
J. C. MAHINDRA, representing the Tata Iron and
Steel Company, Limited, recorded at Calcutta on
Monday, the 20th November, 1933.

President.—Mr. Dalal, you and Mr. Mather represent the Tata Tron
and Stee] Company in this enguiry?

Mr. Dalal.—Yes.

Presulent. ~What s vour position in the Steel Company?

Mr. Dolel—I am a Director of Lhe firmi of Managing Agents, Messrs.
Tata Sons, Limited.

President.—- You represent Messrs. Tata Souns, Limited, on the IMrectorate
of the Steel Company?

My, Dalal.—J am not on the Directorate of the Steel Company.

Presideni.-—You are on the Directorate of Messrs, Tata Sons?

Mr, Dalal.—Yes.

President,—Mr. Mather, you are the chief technical adviser to the Steel
Company ?

Mr. Mather.—Yes.

President, —1 think, Gentlemen, probably the most convenient course for
us to follow will be to take the questions-involved in this enquiry in the
order in which you have raised them iu vour representation and discuss
them in ¥hat order. That would suit yonvy

Mr. Dalal.—Yes.

President.—Then we begin with Chapter 1 of your representation. That
Chapter is really in the nature of an introduction to the detailed discussion
which follows in the rest of the represemtation, but there are one or two
guestions to which you refer in that representation which | should like to raise
straightaway for diseussion. 1t you look ai paragraph 3 of that Chapter
you find that you refer to three factors which govern the success of anwv
scheme of protection —the cost of production, she volume of production and
the prices of finished products. The point that T want to raise for considera-
tion at this stage is whether there is mot a fairly close connection hetween
the volume of production and the prices of finished products. I am raising
thz}t point in order to avoid any misundersianding. T am raising that for
this reason that when we are trying to estimate the effect of the policy
of protection in the past, it is necessary for us to have a fairly clear iden
as to the way in which prices have reacted upon the volume of production
and the consumption in the country. T was looking at the Indian wholesale
L_ndex number. The only real index number for India is the Calcutta wholesale
index number. Tuaking the past six years from 1927 to 1932, 1 find that the
general fall in the prices of all commodities taken together is somewhere
about 40 per cent. Now I should like to be able to state at least approxi-
mat_e]y t'he.extent- to which the prices of protected classes of steel have
varied within the same period. 1 could not get any information of the kind
necessary for that purpose from any of vour statements. Tt is obviously out
of the question to take your average price of finished steel because the average
Prigs hhs been affected t¢  great extent by the variation iu the distribu-
tion of the qutput of differewt classes of products. Is there any way in which

you can compile for me, so to speak, an index number for prices of protected
steel ? i
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Mr. Dalal.—Shall we supply you with the average import prices ot four
or five classes of protected steel?

President.—That would not help us very much. What T want to get i
the woighted average index for stecl of all protected classes.  We have got
British import pricos and Continental import prices for various classes of
products. The problem would still remain low exactly you are going to
prepare a weighted index uutber. That is the point on which I want
some advice. I want to know whether you can help us?

Mr. Mather—We will certainly try to help you.

President.—One method which I should like to put to yvou for consideration
i« this. Wh¥ we want to get iu the first pluce is the average of Dritish
and Continental prices. That is rather ditficulr to get from the figures we
have. Suppose we take yonr realised prices which ave, so to speak, the result
of the reaction of British and Continental prices in the todian market,
Suppose we tuke your average realised prices ror 192728 and take the
consumption figures for 1927-28 of each class of product; suppose we retain
the consnmption figures of 1927-28 for 1932-33 and simply take the prices ol
1932-33 and weight them on that basis, that niight give us a fair index?

Mr. Mather.—T think it might. It is elear that we wast take o fixed ratio
of products for consumption.

President. —More or less a uniform rate.

Mr. Mather.~We must take a fixed ratio—either the ratio at the
beginuning or at the end or an average throughont.

President. —We must take a lixed vatio,

Myr. Mather.—Yes.

President.—Will you try to doit>

Mr. Mather —We can certainly do that.

President.—T tried to work it out taking the consumnption figures of
1927-28 as the basis for weighting and taking your rvealised prices and 1
got a full of somewhere about 20 to 22 per ceni. against a fall in all
commodities as shewn by the Caleutta index nummber of 40 per cent.?

Mr. Mather.~May T try to make mwy note quite clear? You would like
an average of owr mnett realised prices weighted according to the total
consumption in India of these produets.

President,—That is the correct basis.

Mr. Mather.—Yes, weighted on the basis of 1927-28 conswnption figures?

President.~Yes, if vou consider that as a fair thing to take?

Mr. Mather.—Yes.

President —T want to tell you precisely the sort of idea that has occurred
to me in conmection with this question which is important trom the point
of view of estimating the cffect of protection and which probably may have
also a bearing on the seale of duties which we may impose hereaiter. What
1 am trying to get ai is this. We might fix a scale of duties high enough
to give you all the protvection that you want as measured by the difference
hetween vour costs and the ed.f. prices. On the other hand considering the
level of purchasing power in this country, such a scale of duties may have
the effoct of reducing consumption, therefore reducing vour output and
therefore inereasing your costs. 1t is a vicious circle and the idea occurred
to me chiefly in connecction with galvauized sheets. The price of raw jute
in Bengal which is the principal consuming centre for galvanized sheets hax
tallen during the past six years to the extent of about 55 to 60 per cent.
The price of galvanized sheets in this country in the same period has fallen
to the extent of about & per econt.—T am taking the British landed price
including the duty. You will find during the gume period the consuiswion
has fallen by about 60 per cent. It looks to me, without geoing into the
details of that question, taking simply a superficial view at this stage, that
consumption has fallen almost in direct ravio to the fall in the price of jute.
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e, Dalel —That may upply to galvanized sheets, but as rogards the
other iron and steel materials that we are making, there would he a limit
to the fall in the consumption. We have found that the prices and consump-
tion do not vary in any regulur proportion at all becanse the kinds ot
products that we manufacture are essentiul for the requirements of the
country. . .

President.— The difficulty there is this, You admit in your representation
—practically right through the representation—that the fall in the demand
for tested steel has had a very serious reuction on your realisations and I
suggest that the reduction in the demand for tested steel has had a good
deal to do with the exient to which the general level of wrices has varied
during this period of protection. leaving out galvanized shecis.

Mr. Mather —You mecan the general level of steel prices?

President.—No, the general level of commodity prices.

My, Moller.-—] see your point, .

~ President.—T don't suggest for « moment ab this stage that we are going
necessarily to take this factor into account in fixing the scale of dutles
but we are anxious to get us c¢lear an idea of the relation between consump-
tion and the level of prices as possible, us I said, both for arriving at an
estimate of the effect of protection and for fixing the scale of duties hereafter.
If vou could help us in that, we should be grateful.

Mr, Dalol,—May 1 point out that in the case of tested steel consumption
and price may vary more or less incegual proportion hut in the case of
untested steel of the kind that is-manufactured in the country, it is some-
what different?

President.—1 take it that galvanized sheet is the most important class of
nntested steel?

My, Dalal.—Yes, as {ar as the Bengal demand is concerned.

President.—1t is the most important class of untested steel?

Mr. Dalal.~-That is one of the classes.

President.—Judging simply by the copsumption figures, 1 should say it is
the most important class of untested steel?

My, Mather.—It has been 1n the past.

President.—You know more or less the kind of idea that T am trying to
get.

Mr. Mather—We will try and get you the figures.

President,—There is another point that you raise in paragraph 5. It
is a point which I think recurs several times during the rest of the representu-
tion. You refer there to the assumption which the Tariff Board has made
in the past in all its enquiries thai protection should be adequate not only
to enable the Tata Tron and Steel Company to work at a profit but also
to encourage other steel works Lo he established. Now T want to raise that
question at this stage becausc it is a question which occurs over and over
again in the rest of the reprogentation. Taking facts as they stand at
present, is theve really room in the country for another steel works produc-
ing articles of the classes which are now protected? The way in which 1
tried to look at this question quite tentatively is this. T take y&ur maximum
output, say. at the end of the period of protection which you have proposed
at approximately 650,000 tons. That would he more or less right?

Mr. Mather.—You are speaking now of onr maximum capacity?
President.—Yes.
Mr, Mather.—Yes, if orders are available in suitable forms.

President.~—Tf we givessufficient protection during the next seven yoars—
assuming that is going to be the period of protection-~to work up to your
maximum capacity, then vour outpnt wonld he somewhere to the order of
650,000 tons?
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M. Matier—May | just make this modification of that? An ouiput ol
630,000 tons at the end of the period would necessarily depend on very large
orders for rails. | do not know whether you assume that i adequate
protection is given we should necessarily get such large orders for rails as that.
It is true that our capacity for producing will be somewhere between 600,000
and 650,000 tons but whether we shall zetually produce that at the end of the
period, even if the scheme is generally satisfactory, would depend so much
ou the position of rail orders.

President.—Let me try to put it lrom another point of view. The present
production of the Steel Company, taking 1932-33 figures, is about 450,000
tons? .

Mr. Mather—Yes.

President.—Your estimated average based upon a production of 80,000
tous of rails is 530,000 tons.

Mr. Mather.—Yes. -

President.~-Now 1f | assume that this average production is obtained by
the averaging of stages in a progressive increase of production, then in order
to get your 330,000 tons, you must have an ultimate production of 630,000
tons at the end of the seven-year period?

My, Mather.—Yes.

President.—In other words on an output of 30,000 tons of rails more or
less you reach your maximum capacity short of about 30,000 tons,

My, Mather.—T do mnot know that the average is likely to be arrived
at necessarily in that way. Li is conceivable for example next year, i.e., in
1934-35, the first year of the new. scheme, that ouv actual production might
be 500,000. The new sheet mill unit will be in operation at any rate towards
the end of that year. 1 submit that we canmnot make, and are not likely at
the end of the period to be able to wake, 650,000 tons or even 630,000 tons
of saleable steel unless we have orders for raills somewhere hetween 150,000
and 200,000 tons.

Dresudent. —Unless the market for steel improves in the meantime?

My, Mather.—The rest of the mmrket wmay improve. 1 an assuming for
the moment it will improve. Fven so, even if the rest of the market for
steel improves, unless we get rail orders for 150,000 to 200,000 tons, I don’t
think we will actually make as muneh as 630,000 tons.

President.—If the market for steel improves and your third new shect
unit comes into operation, in consequence yvou would get an increase in the
output of 40,000 tons,

Mr. Mather.—] admit thai. Tf we ave able towards the end of the period
to put in the third unit of sheet mill, we will have an increased outpui of
30,000 tons,

Mr. Dalal.—Say 35,000 tons, ‘

President.—Your present estimate is 90,000 tons of galvanized sheets
and 25,000 tons of black sheets?

Mr. Malher.—Yes.

President.—If the third sheet mill came into operation ?

Myr. Dolal.—~We should raise it fromn 115,000 tons to 150,000 tona.

President.—Say 35,000 tons more?

Mr. Mather.—Yes.

President.—That would more or less make up, won’t it?

Mr, Mather —It would not make up for the difference between 80,000
tons and 150,000 to 200,000 tons.

President.—1 am trying to make an estimate of the normal demand whiem
under the circumstances we should be justified in postulating. What T did
was to take the average of the past ten vearg. You have got a peak period
in it; you lave got a bottom period in it. So, we can take an average of
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the past ien years. I you take the average of the past ten years you get
ahout 940,000 tons of steel of the class you make,

Mr. Dalal. —Apart from that there will be steel of the classes we do not
wake at present,

President —That question does not arise;, Mr. Dalal. The point 1 am
teying to elucidate 1s that hy continuing,protection on the basis of your
representation we are offering certzin inducement to other people to come
into the steel industry. That iudncement wonld be restricted to the classes
of steel on which protective duties are levied.

Me. Dalal.—It any Arm contemplates the establishiment ol steel works it
would uot only look to the classes ol steel which are prot&ted and which
we are making; it would also contemplate classes of steel which we are not
manufacturing at all ou the assumption that these will be protected.

President —1f they cowme to that purt of the industry it would have
nothing to do with protection because there wonld be no protection on that
class of steel,

Mr. Dalal~—Tthat would bhe an inducement tor them to start new steel
works.

P'resident.—TLet us say that we continue protection on the classes of steel
that Tata’s make for the next seven years; at the end of seven years the
need for protection to thase classes of steel may completely disappear and
the protection may lapse. That would rouglhly he the position; that is to
say, if we recommended the continuance of protection, that would be con-
fined to the classes of steel that you ave wmaking and there would be an
implication that at the end of the period which we fixed the protective duties
might lapse altogether. Under those conditions the effeet of the protective
duties would not be such as to bring n investors in respect of the branches
of steel which are not protected because if they do come it would simply
be as a result of the revival of steel prices generally. 1t would have nothing
to do with the protection scheme.

Mr. Dalel.—It would have to do with the protection scheme inasmuch
as unless they see that we ave making reasonable profits, no onc would be
interested to invest extra capital.

President -——You make reasonable profit partly as a vesult of the protect-
ion wlich you are getting. 'The man coming into the industry has got to
start an entirely new branch of the industry and will have no assurance from
Government ov the Legislature that it would be granted to him.

My, Dalal.—Suppose a firm came 1n with the idea of making, say, hoops
and strips which we are not waking: ‘would not they have legitimate hope
of getting protection if they chose o confine themselves to those kinds of
steel which we were not making ¥

President..—1 may draw your attention to the fact that we have never
in the past recommended protection to a new industry; we have recommended
protection only to existing industries.

Mr». Dalal.—They may start and then may have to make ont a case
as Mr. Indra Singh bas done.

I'resideni.—There the protection was granted under different conditions,
It was not entirely a new venture and, mark you, when we recommended
protection last time, we did not give substantive protection. All that we
did was to give him assistance, in view of the past history, which would
just enable that concern to tide over temporary difficulties.  Let ns leave alons
this question of new industries coming into existence during the period of
protection. For our purposes let us confine ourselves to this question: is
there room 1n the country during the next seven years for another steel works
proditing the classes of steel on which protective duties are at present
tlevied? The wav T am losking at it is this: T took your output as 655,000
tons and 1 took the average cousumption of this class of steel during the
past ten years at 940,000 tons. That gave me a balance of roughly 300,000
tons. Tt a steel works making the products that you are makiety is going
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to work on an aggregate output of 800,000 tons comprising different classes
of steel, from what 1 have read in connection with steel enquiries in the past,
it seoms to me that the production would not be economical; that the output
which is likely to be obtained by a mew industry for those classes of stecl
would not enable economical working.

Mr. Mather.--T submit, Mr. President, that if a new company could see
before it a market for 300,000 ions of steel of the kinds which are now pro-
tected and could see thai we could muke a profit on the supply of the balance
of 600,000 tons, then that new company would think that there was suff-
ciently reasonable justification for starting a new concern—with this other
possibility in mgnd that it would not necessarily be restricted to producing
merely this 300,000 tons. As Mr. Dalal pointed out, there is a market,
and a fairly substantial macket, for other kinds of steel which are at present
not protected. Take a new concern manufacturing hoops and strips, railway
axles and so on. It would, 1 think, be a natural hope at any rate on the
part of a new concern that when it has started manufacturing all these and
could show reasonable progress and yet require some protection although
it has not been protected in the past, it would still have a reasonable chance
of having its request granted by the Legislature and the Government of India
on the new kinds of steel. That hope might or might not be fullilled, bui
it is a hope that it womld be likely ito entertain, Further, there is this,
that if by the end of this hypothetical seven years period the manufacture
of stecl has developed in such a way and the progress and efliciency has
heen such that the existing forms of protected stecel can then be made
without the necessity of protectiown, it ds rcasonable io presume that other
forms of steel may also be made-without protection. 1t is a reasonable pre-
sumption that other forms of steel inight also be made without the aid of
protection, at any rate after the difficulties of the first few years of under-
taking entirely new brauoches of the industry have been overcome. Such
improvement in the efficiency in the manulacture of steel for ordinary bars,
for instance, as would enable India to stund without protection would also
be available for the manufacturer of hoops and strips and other kinds
of steel. I suhmit that if a capitalist alrcady having partial investments
in the iron and steel industry saw that theve was lkely to be a reasonably
steady market of about 300,000 tons of protected forms of steel for which he
could reap during the first three or four years the benefit of the operation
of the protective scheme and suw that there was a substantial market for
other kinds of steel, he wonld think he was commercially justified in going
ahead. In that event 1 think the possible output would be such as to make
economical manufacture possible.

President —You assume that a new works, producing about 300,000 tons
of rolled steel of the kind yom are manufacturing now, would come into
existence in the expectation that other classes of steel which are not at
present protected might be produced in counection with the production of
300,000 tons of rolled steel?

Mr. Mather.—That is my view.

President.—Would that be economicaly  In the first place you are going
to produce an output of more or less 300,000 tons of rolled steel and you
are going to tag on to that the productiou of an entirely different class
of steel, tubes and pipes, hoops and strips, axles and things of that kind.
It would he a sicel works producing a . somewhat miscellaneous range of
products,

Mr. Mather.—True. There are many such steel works in the world.
There are many on the Continent. The supply of steel to India from the
Continent does not come to a preponderating extent from this type of works
but it does come to a substantial extent from such works.

Mr. Dalal.—It would be commercially more pgofitable to take up hies
which we are not making at present such as hoops and strips, railway axles
and things of that kind, than to take up merely protected lines, and hoops
and strips, for instance, is a more natural development.
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President.—1f you take classes of rolled steel which are not made now by
Tata’s but which are imported and to which the protective duties do not
apply, as far as 1 can see the only classes you can consider are hoops and
gtrips and the present unprotected cluss of bars--I am speaking of rolled
steel. For hoops and strips there may be a market of 30,000 to 35,000 tons
and for unprotected bars approximately the same amount.

Mr. Mather.—I have here the import figures for non-protected bars for
each of the last six years trom 1928-29.

President.—What average do you getr e

Mr. Muather—1 have not actually struck an average. 1t will be some-
where about 43,000 to 50,000 tons. fn 1928-29 aud 1929-30 the hmports were
respectively 65,000 tons and 70,000 tous of unprotected buars.

President.—Between the two, on a basis of averages, yoy get, | suppose,
abont 100,000 tons of hoops and strips and unprotected bars?

M. Mather—That is so. In those two years the total of hoops and strips
and non-protected bars was over 100,000 tons; vince then it has been down
and the lowest in any single year was 64,000 tons.  Last year, 19:32-33, it was
72,000 tons. )

President —May | put it this wayy | take a surplus, surplus in this
sense that beyond the yuantities thut you are producing now of the standard
forms of rolled steel theve is a surplus of 800,000 tony. Assuming that the
demand develops to a normal extent there is a sarplus of 300,000 tons—
hoeps and strips and non-protected bars belong also to the same category?

My, Mather.—Yes.

President,—Between the two you get an aparegate market for rolled
steel of about 400,000 tons. Without dragging into it the question of
mniscellanenus steel prodncts of a kind which involves processes of manufac-
ture which are essentially different, there is o surplus market for 400,000
tonus which may be assumed to he an economical output. That would be
roughly the position as you put it?

Mr. Mather.--That is so.

President —I will now get on ta Chapier L. This Chapter is simply an
explanation of various statements and your Tables set out the relevant figures
clearly so that ii is uwot necessary for me to put any detailed questions.
[ will just run through the statemeuts to which you make reference in thig
Chapter. Look at Statement 1 (A). 192829 was the strike year?

Mr. Muther.—That is so.

President.—That year you have higher costs practically in every depart-
ment except the Sheets department?

Mr, Mather.—Yes,

President.—Because in the ease of sheets costs have fallen as compared
with the previous year. The strike did not affect the output of sheets, that
is to say, in the sheet department, the output has on the whole increased in
1928-29 as compared with 1927-28°

Mr. Mather —The output foll, but the costs did not rise. There was a fall
in the cost of producing black shects themselves. I think the main reason
for that is that the mill was of a newer and more difficult type which had not
been in operation by 1928-29 for more than four years and there was
still much more roow for inprovement in the costs than in the other mills.
Tven in spite of the set-back we got some improvement; reduction in the
cost was going on at a very rapid rate. For instance between 1926-27 and
192798 the cost was reduced by as much as Rs. 28 per ton. There was
nothing correspouding with that in any other mill. 'With that very rapid
rate of reduction the strike did wot affect the costs completely.

President.—Taking vour ingot costs the position now is that practically
eve;‘y year your Open Heurth cost is ahout Rs. 5 higher than your Duplex
cost.

Mr. Mather.—Yes.
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Dresident.—That position, 1 take it, will continue wmntil you are able io
effect substantial improvements to your open hearth plant,

Mr. Mather.—There will be a difference until we can do that,

Prestdent.—You say somewhere in your representation that it is the
result of special conditions in India that open hearth costs tend to be higher
than Duplex costs.

Mr. Mather—In para. 113, page 47, of the 1epresentation we say
““in the Company’s circumstances the Duplex process is the cheaper pro-
cess 7', The reason for that is not that 1t is due to circumstances in India
of a chimatic nature or anything of that kind, hut that the Duplex process
is favoured by the low cost of making pig iron in India. By comparison with
the open hearth process the Duplex process consumes move pig ivon per ton
of ingots. The c*uplex process is relatively move at a disadvantage in countries
where the cost of pig iron is high than where the relative cost of pig irom is
low,

President —TUunder ITndian conditious for that reason duplex might be
cheaper.

Mr. Mather.—I1t cevtainly is cheaper so far with us,

President.—The general Indian circumstance which accounts for this
difference in the costs is the fact that pig iron is so cheap.

Mr. Mather.—Yes.

President.—As far as you are concerned there 1s another cirewnstance
that yvour open hearth plant happens to he an antiquated plant.

M. Mather .~ That 1s so.

President —Those are the Awo  elrenmstances,

Myr. Mather.—That is so.

President.—That is a correct analysis.

Mv. Mather.—Yes, but I do not wish to support any inference that the
duplex process is necessarily the most economical way of making ingots
in India if one were to start a new steel plant.

Iresident —The cheapness of pig ivon will remain a permanent factor.

Me, Mather.—Yes,

President . —That is a permanent lactor which will help a duplex plant
in this country, but the variable factor is the condition of your open hearth
plant. If you ave theretore able ta cffect sufficient capital improvement ta
your open hearth plant, that [actor might be completely climinated.

Mr. Mather.—Yes.

President.—The  combined result is  that the " two costs might he
approximate.

Mr. Mather,—As 1 have indicated a moment ago, although the difference
has heen Rs. 5 for the last two years, it is possible we may reduce that gap
to some extent even without very large scale capital improvement. We arve
constantly irying and we hope to suceeed to some extent in reducing that
gap. With large scale capital improvementi we expecet that the gap will
disappear.

President.—We will raise that question later on when we come to the
works costs, Take vour Statement | (B). Take the January to June costs,
The cost entered against rails is the average of the new rail mill

Mr. Mather —--That is vight.

President.—The average of the structural sections dnring that peried is
about a rupee higher.

Mr. Matherr ~=Yes.

President.—How do vou account {or the difference?

My, Mathey —Faivly large quantities of sections were rolled on the mer-
chant mill and small quantities of sections were 1/%d on the olds bar mill
The higher costs ou these muake a difference of one rupee on an average,
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President.—~And the other costs are simply the averages of the velevant
departments.

Mr, Mather —The cost of bars is the average cost of production of bars on
the merchant mil and of the actual bars produced in the old bar mill.

President.—You allow a slight difference between tin bars and other semis,

Mr. Mather.—Yes.

President.—The cost of tin bars is the average of the shect bar and
billet mill.

Mr. Mather.—Yes. 'The reason for that s we are occasionally able to
book small orders of few hundreds of tons which we cun supply from the
blooming mill direct.

DPresident.—In the form of what?

Mr. Mather.—Blooms,

President.—You supply straight.

Mr. Mather —Occasionally yes. 1t is only a small quantity.

President.— You mean the semis that you sell outside?

Mr. Mather.—Yes.

President.—Let us take Statement 2 (B). Those are the costs worked
out on a uniform price of coal at Rs. 5-12 and spelter at Rs. 235.

Mr, Mather.—Yes.

President —May I just raise heve without going into the gquestion in
detail that you have adopted onc kind of hasis for averaging the price of coal
and another for the price of spelter? Coal price is the average of 6 years
und spelter price is the average of six wenths,

. Mather.—Yes.

Pumlent —T just want to kunow the kind of idea that you had in mind
when you adopted this.

My, Mather —The idea is mainly this.  These two priccs are the prices
on which we suggested that the mnew protective scheme should be based
excepting of course in so far as it appears to vou that the average price of
coal is likely to be different from this.

President.—We are not able io judge whether it will be different at all,

Mr. Mather.—We find it extremely difficult to form any definite estimate
as to what ihe average price of coal would be in future. Therefore for pur-
poses of calculation we hased our figures on the average of the lust six years
and arrived at this figure of Rs. 5-12. We have stated here our past costs
on the basis of prices of coal and spelter which, it may, as far as we know,
he reasonable to presmme, will persist in the future. So far as spelter is
concerned, there is this differcnce that if the price of spelter rises, then the
prices of the competing galvanized sheets will rise. We are not particularly
affected by the price of spelter. 'We are affected, however. by the price of
coal,  We thought it might be more convenient for consideration for us to put
our estimate of the future costs in lines with thisx record ot the past costs
on a uniform hasis.

President.—You decided to take the average price of coal during the last
six years in order to eliminate as far as possible the effect of coal prices
over the whole period.

Mr. Mather —Yes.
President.—In order to make the average a sate average.
Mr, Mather—Yos,

President.—Whereas in regurd to spelter you are not under the sume
necessity because an increased cost or a decreased cost of spolier would bhe
more or less veflected v the prices of imported galvanized sheet.

Mr. Mother.—Yes.
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President.—That would be more or lesg true in regard to spelter except
to the extent of course that your consumption of spelter is different from
theirs.

Mvr. Mather.—Yes.

President.—Supposing we tuke your cousunption of spelter as 2 cwts,
per ton of sheet and taking a figure of 1} cwts.—the British practice is
11 ewts.—if the price of spelter falls. you benefit more.

My, Mather.—On the other hand if the price of spelter rose, we would lose
more. . :

President, -Supposing you took a higher average for the spelter, it would
not suit you,

My, Mather.—No,

President.—-Waking your basis of costs in Jannary—dJune, supposing you
ruise the price of spelter to Lhe higher average that you would get over
a period of six years, T expect thiat vour relative position as compared with
the imported sheets wonld be less satisfactory.

Mr. Mather.—Yes, that is so. The higher the price of spelter the less
satisfactory our position is to the exteni that we use more spelter than they.

President.—That is to say, as far as T can calenlate, if there is a fall
in the price of spelter, vou benefit to the extent of 1/10th.

Mr, Mather.—Yes.

President.—Whereas they would benefil. 10 the extent of 1/13th,

Mr. Mather. —Yes.

President —The more important giestion is the guestion of coal which we
want to deal with in detall when we come to your costs. Have you any
informatiion regarding this restriction scheme to which [ have scen a refer-
ence in the pross? The scheme has been placed definitely before the Coal
industry ?

Mr. Mather.—Yes,

President.—Have you any information what stage the scheme has reached
so far?

My, Mather.—J understand that both the Tndian Mining Association and
the Indian Mining Federation and I think also the Indian Colliery Owners’
Association were considering the matter last week. The matter is being
considered by the comamitiees of these three bodies.

President —Are you represented in these Assoctations?

Mr. Mather—We are members,

President.~Which Association ¥

‘Mr. Mather.—The Mining Association and the Mining Federation.

President —The matter bas been placed before this Association?

Mr. Mather—~ Tt s being considered by a committee of the three
Assoclations,

President.—1 suppose the authority to whom we must refer for further
.

information is the Chief Mining ¥ngineer.
Mr. Mather.—1Te is much maore closely in touch than we are.

President.—What is yonur own aunticipation? When do you think the
Associations concerned are likely to reach a settlement of this question?
Have you any kind of information? In about two months from now ecan
we expect a decision of this question in one way or the other.

Mr. Mather~—1 think if the matter is not settled within iwo months.
probably it will indicate that there are serious difficulties in the way of
formulating a satisfactory scheme.

President.—By the time we have to begin fomnplating our proposels, I
expect the question will have reached a final stage



Moo Matber-—1 think you will be able to get a much cleaver view of the
yuestion then,

President.—1{ you take the January- June costs in Statement 2 (B,
the rail costs ave higher than the Tariff Board’s estimated avervage. That
vou would explain with reference entively to the guestion of rail orders?

Mr. Mather, Yes. .

President.—With vezard to fishplates you Jave been able, in spite of the
reduced ontput, to work up to the estimated average?

Me, Mather.—Yes.

Prosident—--The  position  with regard to structural sections s Lthat
although the cost of stractural sections is affected by the output of rail orders,
vour costs are lower than the estimated average. *

Mr. Malher—Yes. May T suggest a reason for thal and that is that the
estimated average for 1927-34 included the rolling of a considerable guantity
of structural sections in the old rail mill,

M. Wiles, 1 will just remind you that this column is higher than the
actual.

My, Mather—Yes, that is so.

Mr. TWiles—Bocause the price of coal is assumed to he higher than it
actually was,

President . —1f there has been a reduction in January—dJune 1933 costs as
shown in these figures the reduction would be greater.

Mre, Mather--That is so.

President.—so that the position would be to your advantage what I
mean s the actual cost,

Mre. Mather —Yes,

President —The important point is 1o take the price of coal on a unit
hasix in order to estinate the reductions which have been possible.

Mr. Maller—Yes.

President.—Tn regard to sleepers, your, autput was smaller than the
Tariff Board’s estimate.

Mr, Muther—Yes, it was.

President.—The costs e lower.

My, Mather.—Yes.

President —TPhe costs are lower than the costs that we estimated for
1933-30.  How do vou explain that?

Mr. Muther—T thiuk the main reason is this: first of all during the
production of sleepers in 1932-33 and for the first six months of 1933 we
have hoen successful in producing s very much Jarger pereentage of first
class sleepers thau was preswmably auticipated by the Board in 1926. We
have more experience of the plant and we find that the plant is operating
very well.  Thevelore we have very few rejections and secondly the rejec-
tions being small we can get.a good price for them. We don’t have to put
a lavge gquantity of second class sleepers on the marvket and we take credit
for2nd class sleepers at Rs. -8 per sleeper. The consequence 1s that our
rejoctions have little offect on the costs.  Therefore the nett cost is actually
lower.

President.—The estimated cost that you take for sheet bar and billet wmill
i~ what we estimated for tin har.

Mr. Mather—Thal is so.

President -1 was trving Lo got some idea of the output of sheet bar and
hillei, mill corvesponding (o the Tariff Board’s estimate for 1933-34. ]
lgokes throuuh ihe ovidence, 4 looked through the repart and 1 gol no kind
of information on  whieh | conld work out what conceivably was their
ostimated output for sheet bar and billet mill.

STEEI, INDUSTRY B
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Mr. Mather.—T don’t remember that that was put on record. Tt could be
calculated. .

President.—Tf you took the quantity of iin bar which is likely to be taken
up by the Tinplate Company and the quantities rolled on the merchant mill
and the sheet mill, the three together would give the Tariff Board's estimated
output.

Mer. Mather.—Yes, und the sleepers 30,000 tons,

President. —These 4 would cover,

Mr, Mather~~Yes. Would you like us to work out the figures on the
assumption of the yields as obtained in 1932-33°?

Mr. Magher.—Yes.

Piresident.—~Taking the cost of black sheets January—June, 1033, the
ligure is Rs. 98,

Mr, Mather —Yes.

President.—1 take it from the figurves that you have submitted subsequent-
ly, the cost of black sheets has heen coming down considerably.

Mr., Mather.—Yes,

President,—What is the latest figure that you have got¥ Have you got
the October figures?

Mr. Mather—Yes. We have not had time to convert it on this basis, bui
we shall give you the actual figure Rs. 86-4.

President.—That is for October?

Mr, Malher—Yes,

President.—That is the average of the new and the old sheel mills?

Mr. Mather —Yos,

Mr. Dalal.-—That is the uctual cost.

President.—Taking the coal at present prices?

Mr, Mather.—Yes.,

President ——Please look at Statement 3/(b). If we arve going to take vour
costs of Janmary to Juue 1933 as our basis in the sense that all possible
reductions in the future are to be estimated with reference to January to
June costs, T take your yearly output at somcwhere about 466,000 tons?

Mr., Mather —Yes,

President.—We can double the first hulf year’s output in order to arrive
at the annual production?

Mr. Mather.—Yes, though the second halt year’s production will be
slightly higher.

President —Tf we take exactly double, it would not be unfair?

Mr. Mather.—No.

I'resident.—Took at Statement 4. The most interesting fact which
emerges from this statement of figures is that since the general depression
started, the whole reduction in the consumption of steel in this country of
the classes that you make has heen borne by imports? '

Mr, Mather.—Yes,

President.—Your output has remained steady?

M+, Mather.—Yes, practically steady from 1927-28,

President.—That is one of the minor results of protection?

My, Mather —Yes.

President.—As these figures stand for 1932-33. the largest room for expan-
siolt is in respect of sheets?

Mr. Mather.—Yes.

p.,.‘,m],‘;:,bt___'l‘he imports that you have teken into accoumt are mwposts
entirely of protected classes of steel?

Mr. Mather.—Yes.
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President.—With the exception of fabricated steel, wire and wire nails
and special classes of steel?

Mr. Mather.—Yes,

President.—As a result of the carlier discussion what you would suggest
is that in estimating the mnormal market for rolled steel in this country
the figures to be added to these are the figures of [abricated bars and hoops
and strips?

Mr. Mather.—Yes.

President —Would you like to think it over? T think gencrally the state-
ment 1s correct if vou are taking rolled steel?

Mr, Mather —Yes.

President.—Taking Statementi 5, the figures of prices thal you have sent
us for the months subsequent to January to June 1933 with regard to British
materials do not show any variation?

Mr. Mather.-—Nao,

President.—The January to June prices have been maintained?
Mr. Mather.—Yes,

President.—Taking the prices that you have sent us for July and August,
1933—we don’t think that we have received anything later than these 1
tried to get the latest quotations from the Tron and Coal Trades’ Review.
The particular number that T looked at was the issue of October 6th. The
figures that vou have sent us for July wud August for British materials are
slightly higher thau the prices that T have seen in the lron and Coal Trades’
Review.

Mr. Mather—Onr prices are ¢.if, prices and those prices arve f.o.b. prices,

President — Tt will depend on' what rtate vou are going to take the
freight, 1 should like you to lnok into it. L owill tell yon why T am raising
‘this point. The suggestion which has been made to s by some of the
fabricated stecl firms is thal as a result of re.organisation and rationalisation
which are going on in the British industry. British prices ave likely to he
somewhat lower in the future than the prices of last year or the prices of
January to June, that is to say, as a result of reformation of the Cariel
Continental prices ave showing an upward trend but the vesult of rationalisa-
tion of the British industries is woing to end in a slightly downward trend
in British prices. A statcment has been made to us to that effect. 1 do not
know what importance T should attach to that. I presume such a thing as
rationalisation i the British industry must take some time to get reflected
in prices?

Mr. Mather.—May 1 suggest that reduced prices way not result from
rationalisation? The object of rationalisation is not to reduce prices but to
reduce costs. As you will see from figures, the British manufacturer seems
to have followed from that point of view with considerable success the
policy of maintaining prices over a long period, which is a period of very
aroat fluctuation of Continental prices. 1t seems to me that the assumption
which has heen made would be difficult to justify-—viz., simply because in
three or four vears’ time they may be able to produce more cheaply, they
will also sell cheaply.

President..—1f, as a vesult of re-organisation and rationalisation, they can
reduce their cost, considering the depleted market for steel in the world and
the importance of capturing more and more export markets, T take it that
as wise men they would try to some extent to reduce prices and not retain
prices and make a higher profit on the smaller turnover?

My, Mather—A wise businessman’s policy is to do what he can to increase
his profifs.

President Tt all depend# on how he is going to make his larger profits—
hy retaining prices at a higher lovel and getting a smaller turnover or
reducing prices and getting a larger turnover,

B2
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Mr. Mather.—1 might also suggest another wayv of looking at it. As
you yourself point out, dne to reformation of the Countinental Cartel during
the last few months Continental prices have been rvising. [t does not seem
likely that it would he to the interests ol the British maunutacturer, when
his competitors’ prices are cising, to lower his prices. 18 he has heen able
to keep the industry in existence, in times of very greal difficultios, willi
these prices he may maintain them comparatively unchanged when the con-
petition Is Jess acute. .

President. —1t i3 very diflicult to discuss hypothetical sitvations.  There
las been no indication at all®

Mr. Mather- No, I don't sec anything here (in Lthe ITron apd Coal
Trades’ Revigw).

President.—What number are you veferring to?

Mr. Mather —Qctober 27th issue.

President.—1f you tuke these prices they more ov less corrvespondr?

Mr. Mather. -These export prices plus {reight are  higher than our
figgures.

Mr. Dalal.— There is sowme  indication of reduciion in the fabricated
stoeel.

My, Mather~~There arve special considerations applyving io that.

President.—The geuneral result that follows from Statewent § is that
the prices of structural sections and plates have heen always higher than
the Tariff Board's estimates?

Mr. Mather.-—Yes.

President.—And the prices ol bars have been lower since [930-317

Mr. Mather. -Yes.

President.—And those of bluck and galvanized sheets have always leen
lower? '

Mr. Matier.—Yes.

‘President.—As far as Continental prices are concerned, there is of course
a distinct upward trend but the whole point is whother we should not be
justified in assuming this upward trend to. continue for auy substanlial
period?

Mr. Delal.—-There are aulready indications that the Cartel may not stand
very long. At least one of the Belgian firms has given notice of its desive
to break away from the Cartel.

Mr. Mather —From  the 3lst of “December. The firm in question is
Messrs. Clabecq.

President. —That is a fairly large one?

Mr, Mather.—Tt is nob very large, but it is an impoctani firm,

President.—Ts that information obtained from any trade journal?

Myr. Dalal —¥rom our reporter,

Mr, Natesan.— - You mean yvour comuuercisl reporter

Mr. Dalal.—Yes.

President.—If you have any information showing the developments of
the Cartel we should like to be furnished with copies.

Mr. Dalal.—Yes.

Zf'resid(."nt.-—I have not come across anvthing in the lron and Coal Trades’
Review?

Mr. Dalal.—These things have appearved in the conflidential reports (copy
handed Lo the President and Members),

President —Tn regard to Rtatement 7. the Varif Board’s  peices  for
galvanized and corrugated sheets arve arrived @ in this way. We took the
price of 1926 and the duty on spelier of Rs. 8 was deducted from it
straightaway.
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Mr. Mather.—-Yes.

President. -As regards Stalement 9, these are all realisations, f.o.r,
Tatanagary

Mr. Mather. Yes.

Lresident.—1 was trying to work out the actual differcnce between the
British landed prices plus duty and your realisations for the past six yeurs.
tn the case ol strueturals, the difference, that is to say, the difference
agiiust you, has increased from somewhere about Rs. 7 in 1927-28 to about
Rs. LE i 1932-33

My, Muather.—Yes.

President .~ 1t you iake your realisations on tested steel and if you tuke
the British landed price plus duly, the difference between #ie two is so
mueh.

Mr, Mather.—Which section are you taking?

President. The average soction? Take the year 1927-28.

Mr. Mather—The difference is Rs. 7.

President~ Take 1932-33, The difference between the two prices is a
little over Rs, 147

Mr. Mather— Over Rs. 13.

President.—In bars, you start with Rs. 9-9.  Then in 19381-32, it goes
up to Rs. 19-9,

My, Mother, ~Yes.

President.—In 1932-33 it drops ‘to Rs. 10-8?

Mr Mather. -Yes.

President.—1 don't quite understand the way in which these figures
vary -particularly the fignre tor 1931-327

Mr. Mather —We will exaimine the particnlar year, if you wish us to.

President.—Practically in 1932-33 the diffevence is more or less approxi-
mate o that of 192728, But in 1951-32, it is almost double—more than
domble the average of the rest of the yeurs?

My, Mather —We will examine that.

President.—1In regavd to plates, i starts with Rs. 6, goes up to Rs. 13-8,
drops to Re. 9, goes up again to Rs. 16 and remains at Rs. 15 in 1932-33¢

My, Muther—Yes.

President. —That sudden increase - as. between 1927-28 and 1928-20 1§
should like to have explained?

Me. Matlher - Yes.,

President —~As far as blacksheels are concerned, vou started with an
advantage. The advantage increased till 1929-30.  In 1930-81, it was slightly
less than that in 1929 30, In 1932-33, there was a slight disadvantage.
The general explanation that vou offer is the variation in freight advantage
and treight disadvantage.

Mr, Mather —Yes.

President.—That L can understand would bring about a definite differ-
once.  As rvegards the vost, T am not very clear. That, | suppose, is closely
connected with the whole question of the lag between the import and re-
alised prices. You had better raise this point again when we come to
that question? ,

My, Mather —Yes.

President—The same type of question arises in connection with Conti-
nenfal prices. You take a thing like plates.

My, Mather—We hava given a foot-nole.

DPresident —=What preeisely was the  position? What was this non-
standardised plate sold this year? How did it arise?
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Mr, Mather~That was very lurgely because of the disorganisation in the
plate mills; we found ourselves left with very large stocks of plates and
set about clearing the stock during the strike. Since then as you are aware
we have added new ways to the warchouse. We found that when the mill
was first set up there was not sufficient space for storage and by 1928 we
had accumulated quantities of surplus plates which we wanted to clear out
of the way so that we could cope with our future production,

President.—You say a high*proportion of non-standardised plates?

Mr. Mather.—These are plutes which had been rolled against particular
orders and which are no longer required in the sizes to which they have
beon cut and are thercfore non-standard plates, What happened was that
when a bhuyey wanted plates of a certain size we would pursuade him to
take plates of a different size and give him a discouni, in order to clear
up the mill and in this way we disposed of these in a very short time.
They were non-standard in the sense that they were sizes which are not
normally demanded in the market.

President.—They were not defective?

Mr. Mather.—Not necessarily defective.

Mr. Natesan.—You mean these were the result of orders which purchasers
refused to fulfil under the contract?

Mr. Mather.—Not necessarily that. What happens is, when we get an
order for say, 100 plates we may roll 105 to provide for contingencies. We
must deliver at a particular date the whole gyuantlity and there is always
a possibility when we despatch a certaintounage there may be some defect
in one or two of them and so we try to-provide for such things. If we
can dispose of these surpluses promptly in small lots we have no great
difficulty, but if we have accumulation of several years we have to make
Iarge sacrifices.

President.—ln connection with that same Table, take Continental bars:
in 192728 that gave von an advantage of ahont Rs. 4-8-0: on that yon
have a disadvantage of Rs. 23-8-0 in 1928-29 the difference being very nearly
Rs. 28, That is surprising.

Mr. Mather.—There again we cleaned up a lot of accumulated stock.
During the strike vear on most of the mills we brought our stocks nearly
down to zero; we did that in the case of bars, and we found a lot of
defective bars in the materials’ which we cleaned up.

President.—That might account for some part of 3t. But 1 am not
convinced that in regard to a product like bars in the course of a single
vear there could he such a diffcrence as Rs. 28 in the lag hetween the import
price and the realised price and personally till the facts are placed more
fully before us T must confess, while T am prepared to accept your explana-
tion in regard to a part of the position, I amm not convinced that would
really account for such a big difference.

Mr. Dalal.—The man to whom we sell it has to eut it to his requive-
ments and we bave to bear the cost of cutting.

President.—We would like to have the most erratic of the figures looked
into because it has a very important bearing upon the question of the lug
between the import prices and the realised prices. j

Mr. Dalal.—Yes.

Mr. Natesan.—PDo T u.nderstand that vou have certain standard sizes but
when a party wants a different standard you manipulate the article either
by cutting 1t . . . .

Mr. Dalal.—Normally he himself cuts it; he has to bear the expense of
cutting.

Mr. Natesap.—Suppos_ing it is a girder 20 feet long; vou give him 20
feet and yon give it to him at the price of 18 fapt?

Mr. Dalal.—Yes.
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President.—Let us take paragraph 15 of Chapter 1L, What is the price
that you are now getting for rails?

Mr. Mather- Rs, 110, t.0.r. Tatanagar for all rails up to 100 lbs. The
only rails above that are 115 lbs. for which we get Rs. 120.

LDresident. -—This special price for 115 Ib. rails has been in force from
the beginning of this agreement?

Mr. Mather.—No, When the agreement was made in 1927-28 the rail-
ways were not requiring 115 lb. rails and thé agreement was drawn up to
cover rails up to 100 lbs. We began to sell 115 lb. rails in 1929-30: the
first delivery was in 1929-30.

All"residcnt.—What proportion of your total output is represented by 115 Ih.
rails?

Mr. Mather~—1t varies from year to year.

President.—Take a year like 1932-33.

My, Mather—May L suggest to you that you get the effect of it in
Statement 207

‘[Pz'esidc-nt.—'l‘he prices for 1930-31 and 1931-32 include also chromium
rails?

Mr, Mather.—Yes.

President.--What is the largest order for 115 lbs, that you have
supplied ?
Mr. Mather—We can give you the figures later on.

President —We are taking a certain fair selling price for your rails and
against that we are trying to fix a price that you ought to get from the
vailways for your rails.

AMr. Mather—On a commercial basis,

President.—I am not concerned with the question of the basis. What
T am thinking of is this: we are estimating on your costs of rails and the
overheads which your rails ought to bear a fair selling price for your rails.
That fair selling price 1 take it is the average fair selling price for all
classes of rails manufactured in. your works. As against that you get a
certain price for rails of 100 Ibs. and below; you get a special price for
115 lb. rails and special price again for chromium steel rails. Therefore T
want to make quite sure that in taking your average fair selling price for
all classes of rails as against the price fixed for the different classes of rails
the two things are properly adjusted. Probably you may be making less
or you may be making more. Conld you explain the position in a state-
ment?

Mr. Mather.—Yes.

Presidenf.—In that paragraph you refer Lo special arrangements which
vou have made with another Indian firm for converting sleeper bars. What
is the arrangement and how long has this been in foree?

Mr. Mather.—There is no standing arrangement. This firm has a special
design of steel sleepors which T think is controlled by its own patent; this
design is required by some of the Indian Railways. We have not got a
licence for it nor is it particularly adaptable to manufacture on our plant.
Therefore when enquiries for sleepers arise, if the enquiries are for that
particular pattern of sleeper of course we have no option., We cannot
supply the finished material and the only way in which the business can
be handled is by the supply of our steel bars to this firm for conversion by
them into finished sleepers. More frequently however in the case of a
general enquiry for sleepers the railwavs ask for sleepers of the particular
design laid down in Railway Board's drawing: it is normally of a design
whioh we can manufacture as well and they ave prepared to consider the
alternative Qesign, so that in connection with almost every enquiry for
sleopers we quote for the supply of bars and we supply them if the Railway
decides to buy sleepers of the special design.
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1"l'c§ident.—'1'here is no agreement; whenever they want burs they make .
enquiries and you supplyr

My. Mather—Thal is right.

President.—Do you sell any considerable quantities of bars to them?

My, Mather.—The figures for these are given in Statement 12, The
despatches of sleeper bars are given in thousands of tons for the years
1930-31 to 1932-33.

L4

President. —An average of 7,400 tons over six years. The bulk ol it was
supplied in 1931.32°7

Mr. Mather.—That is right.

President.—You have not supplied any since 1932-337

Mr. Dalal®—And the quantity actually supplied in 1932-38 was to the
best of my recollection the tail end of a fairly large order which acerned
from 1931-32.

Mr., Wiles.—I take it these are independent of your own supplies.
Supposing you had a full supply to make to the railways wonld your ouiput
of slecper bars be affected,

Mr. Dalal—1f you look at these figures for 43233, we ouly supplied
28 thousand tons o this firm which was the tail end of au order which
accrned from the previous year. We sold in the course of 1932-33 7,900 tons
of sleepers direct. We quoted also for the finished steel to that particular
railway; ab the same time we did that we guoted to this firm for the supply
of sleeper bars and they put competitive tender for their pattern of
sleepers, so that we cut in and got both.

Mr. Wiles.—I suppose you huvealso supplied ordinary billets to this
very firm?

Mr. Dalal.—Tn small gquantities.

President.—TIn Statement 14 1 take it the figures that you give as Tanill
Board’s estimates are figures iliat you have worked out from figures of
prices in our report?

Mr. Mather.—Yes.

President.—T will now get on to Chapter 111. I take it that what you
attempt to do in this chapter is to make ag approximate a caleufation ax
the figures will justify of the losses which the Company has incurred during
the past seven years as compared with the surplus here estintated for the
Company under the scheme of protection by the Boardr

Mr. Muther—That is correct.

President.—Tt is just an upproximate caleulation because obviously some
other factors are of a highly speculative nature.

Myr. Mather.—Yos.

President.—The first factor which you try to determine iz the loss on
it prices, The nett loss vou get iz Rs. 73 lakhs, Thai is including the
loss on sleeper bars and semis.

Mr. Mather.—Yes.

President —Making allowance for the ewergeney duties and deducting the
gain on prices.

My, Mather.—Yes.

President.—The next factor is the varialion in the proportions of tested
and nntested steel.  Similar caleulation gives vow a neft loss of Rs. 33

lakhs.
Mr. Mather.—Yes.

President.—The loss on account of increase freight disadvantaggs is
Rs. 23 lakhs,

Mr. Mather.—Yes.
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President. - Precisely how dmve yvou estimated the effect ol the strthe?
It is rather o difficult point.  Your method of calenlation is this: you
first try and estimate the loss which you have jocurred simply by reason oi
the fall in production.

Mr. Muther—-Yes.,

President, You take the production of 1927 2% ad you assunie the
production of 192820 192930 aud the first halt ar 1930-31 muost approxi
mate to the production ol 192725 and then having got that figure you rake
the difference between the outpul ol these figures and the actual oniput,
multiply that hy the difference between the works cost and the realised
price in 192229, 38 that right?

My, Mather—-Yes,

President —You take the difference hetween the works cost and the
realised price in the strike vear.

Mr. Mather.—Yes,

Prestdent — You apply that to the diulerence hetween the output of the
21 years as calculated on the 1927-2% hasis and the actual output of those
vears,

Mr. Maller.—Yes,

President —TFhen you get the additional anweunt that you anight have
obtained if strike had not reduced production. Having got that result vou
go further and then you estimate wheiher you mwight not have got some-
thing more than the difference hetween the works cost and the realised price
in the strike year because if the strike had not occurred and if you had got
your outrput. the works cost would have heen es<. The only way o which
vau can make a caleulation ot that factor s on-the assumption that it the
strike had not intervened and iF you took the results of the other years,
vou would have approximated to the average works cost estimated by the
Tarf Board.

My, Muther. - Yex,

Mr. Dalol.. We have got that result in the vear preceding the strike,

President. - -Then you calculate by how much the estimated works cost
is exeeeded by the acluat works eost.

Mr. Mather —Yes.

Drestdent.—Then calculate 1t on the output assnming that during the
strike wvears, you get the sauwe ongpur s 192725,

Mr. Mather.—Yes.

'resident.—That ix the calculation.

My, Mather—1 think thar is correcl.

Presidant. -This Rs. 137 lakhs that yon gave was arrived at on this
hasis.,  You assume that in I027-220 1920-30 and in the firse haly of 19302181
vou got more or less the same production thai vou ot in 102

My, Mather —Yes.

President. You take ithe ditterence helween the aciual works cost and
the estimated works cost, multiply the two aud you get Rs. BT Takhs,

Mr. Mather—Yes.

President.—-1L am mnot in a position to offer any criticism on that. )
sippose it i% as approximate a caleuation as you can make.

Mr. Mather. —=That is what T feel. We gave a good deal of thought to
this and it seets to s a reasonable and moderate statement.

President —The one veally speculative factor there is what is involved
in the asswmption that but for the strike yonr average costs would have
heen almost exactly the average cost extimaied by the Tarifl Board

#7r. Dfal. -In that respect T think we are underestimating the eflect
of the stiike. That is a matier for von, Genllemen. to form yvonr own
independent conclusions. The effect is definitely there. In the very first
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year to which the average was to apply we got a substantial reduction.
Towards the end when we got away from the effect of the strike, again we
got a lurger reduction in cost than was anticipated. 1t does therefove
seem reasonable to assume thut if there had not been this interrmption,
we would have at Jeast reached the average cven if we had not gone fur-
ther below. All thal we assume is that we would reach the average.

President.—The total of these two figures is your estimate ol the aggre-
aute loss., *

Mr, Mather.—DPlus the direct expenditure which does not go into the
cost here—about Rs. 30 lakhs on strike account.

President—You mean expenditure in connection with the strike.

Mr. Mather#Yes,

President.—What sort of expenditure?

Mr. Mather—Expenditure on the employment of men who were not
able to get any production; pavment for police protection, etc.

Iresident —TLawyers?

Mr. Mather.—Not to any appreciable extent,

President.—We might leave that out and retain this figure which 1
think is on the whole calculated on the safe basis.

My, Mather.—Yes.

President.—The total of that is Rs. 210 lakhs.

Mr. Mather—TIt is Rs. 220 lakhs,

President.—With regard to the rail orders you have no complaint as
regards 1927-28, 1928-29 and 1920-30°2

Mr. Mather.—~—No.

President —For the rest of the period vou actually got 327,000 tons less
than the estimate?

Mr. Mather. Yes.

President.—You mnultiply it by Rs. 39.

Mr, Mather. .- Yes,

President.—You get this figure of Rs. 205 lakhs,

Mr, Mather.—Yes.

President.—You deduct the excess price that you got in 193031 and
1031-32.

WUr, Mather.—Yes.

President.—Then you make an allowance for the reduction which wonlkd
have occurred in the output of structurals,

Mr. Mather.—Yes,

President —How do you get this figure of 30,000 tons?

Mr, Mather.- That is a general estimate of the extent to which we have
been in a position to voll more structurals than otherwise we shonld have
done if we had rolled a higger quantity of rails.

President.—Tt mighi bhe 60,000,

Mr. Mother.~~1t might. T don’t think it would have been, because as
I point out here we should during the last two years have kept the old
237 mill in operation unless In the interval we had heen able to huild th.
new 227 mill, which of course might have happened it we had not had the
set-hack due to the strike.

FPresident.—I do not know of any kind of test to apply to this 30,000
tons. It makes a difference in your calculation of about Rs. 10 lakhs.
1f it was 60,000, it might mean about Rs. 20 lakhs. What T feel is this.
The two big factors here are the strike and the radl orders. Strike of eourse
involves very speculative factors. The method ¢of ecalculation you Mive
adopted is as near a correct method as you can think of. With regard to

®the rail orders for mvself I am unable to form any real conviction about

-
*
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this 80,000 tons. That is my first criticismm and my second criticism is that
T am quite unable to verily this figure of Rs. 3 per ton by which you
reduce the cost. That, I suppose, may be ow the whole a safer figure than
30,000 tons.

Mr. Mather—! think that is definitely a safe figure.

President.—1 anything, it wonld have heen higher.

Mr. Mother—Tt might have been, [ yould not like to assess it very
high. An estimate of that kind is very difficult to prepare. You may
remetnber the memorandum we have submitted on the subject of the Ottawa
arrangements with regard to galvanised sheets, There is just one item
where we get a saving of Rs. 2-8-0 per ton.

Dresident.—You increase your ouiput of rails by 5279000 tons over
4 years. That is ubout an increase of abont 130,000 tons. This 30,000
reduction in structurals is over the whole four-yvear period.

Mr. Mather.—Yes,

President.~—You increase vour ontput of rails by about 130,000 toms u
vear and vou reduce your ontput of structurals by about 7,000 tons a year.
1s that a correct relation?

Mr. Mather.—-I think so. We should have done that, if we had kept the
old 287 mill in operation until we had put in this 22/ mill,

President.—You make an allowance for additional fishplates and you get
a final figure of Rs. 240 lakhs for the four-year period which you work
out on a three-year basis to Rs. 160 lakhs.

Mr. Mather.~That is right.

]’l'e.side)ﬂ&_—Rﬁ. 160 lukhs s not of course three-fourths of Rs. 240, |t
18 & pl‘OgX'CSSI"ﬂ nerease.

Mr. Mather.—The effect is much greater this year than in the previous
year.

President.—1he next inctor i3 what you call the wrong estimates of
the Tariff Board. We may rule out this accidental error.

Mr. Mather—We will not contest that.

President —In your note you work out a weighted average of beams.
If it is a straightforward average, we exactly get this.

My, Mather—Yes.

President.—We estimate that if you eliminate what you call * the
accidental error ”’, then your Rs. 58 lakhs is reduced to ahout Rs. 45 lakhas.

Mr, Mather. --My recollection is that when T worked it out indepen-
dontly, I got Rs. 13 lakhs.

President.——We come to your gains due to fall in prices. You estimate
the gain on account of the reduction in coal at about Rs, 2 croves.

Mr. Mather.—Yes.

President.—And the spelter reduction at ahout Rs. 163 lakhs.

My, Mather.—Yes.

President.—T1 should like to get an approximate figure for stores. Wo
do not like to leave it in that underermined way in which you have left
out. Wo have tried to look at it on the hasis of the stores consumption
figures which we reccived for 1925-26. You have got that, haven’t you?

Mr. Mather.—Are you thinking of the total expenditure on stores which
was given in Statement 53 in the previous enquiry on page 1107

Mr. Wiles—That has been corrected, see paragraph 44 of the 1926
report, That is a complete statement of stores.

My Mather.—Yes.
M. Wiles.—Rs. 87 lakies.
Mr. Mather—Yes,
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J")‘(’.x’i(h:nf..—h) considering the espenditure on stores for the purpose of
this caleulation, do we take Rs. 87 Jakhs taken hy the Tarii Beard or
do we take a fignure of this vear minus spelter®

Mro Mather —Minus spelter, heeanise i the previous parvagraph we have

dealt with spelter separately. In that vear it was Rs. 123 Jakhs,
I we take this figure of Rs. 87 lakhs, deduct irom v R 12
fakbs on account of spelter, take the remaining fipurve of Rs. 75 lakhs and
estunate the rednetion on it of about 10 per cent., it wives you Bs 75
lalths a year.

Mr. Mather--Yes,

President,—10 we multiply 1t by six, it comes to Rs. 43 lakhs which 1s
the saving for fhe six-year period.

Mr. Mather—Due to the chauge in prices only, apart frou ecouomy in
ronsumption.

Presedent —That would be » reasonahle figure to inke?

Mr., Maiher—Yes.

Mr. Wiles.—I see that the Board estimated the consumption of stores
would go up to Rs. 124 lakhs owing to the increased output?

Mro Mather—1t has not gone up so much as that; the output has not
risen as much as was estimated.

President -—=We may take it as a reasonable asswuption that the ierease
in consumption due to increased output has been off-set by the econuniies
i consumption. On ithe whole we may take that as correctr

Mr. Mather.—The indications are that,

Mr. Dalal.—Qur rough figures show thit the consumption ol stores s
Rs. 80 Jakhs including spelters 1f you deduct Trom it about Re. W or 11
lakhs for spelter, it would be ahout Rs. 70, lakhs.

President.~1f we take altogether Ry 75 Iakbs excluding spelter, we
would not he far out?

My, Malhrr-—No.

Mr. Dabd ~We have got about Rs, 70 lakhs. Would the assumption
that the prices have fallen from the vers heginning of the period as yon
nake be correct?

President —We cannot make the smme assuption as we do with regard to
coal becuuse practically the reduetion iu the price of coul hax been due (o
spocial locul Faciors besides the econoutic depression, Whether we should
he justified in asswning a veduction of [0 per cent. right frome 192723 18
an tuportant point. What exactly is the 10 per cent. to which you refer
here? You have committed yourself to 10 per cent. for =i yveurs?

Mr. Mather—T am afraid it is impossible to get any Kind of precision
in this.

Presidend,

President. —After all, the whole of this Chapter is hased on approximate
prices. You cannot help that?

My, Mather —That 1s true.

Prezident —A1l that we can try and do s to srvive at the approximate
position on the whole?

Mr. Mather—Ycs.

President.~—Now | should like you to summarise the position for us.
T should like in the first place to make elear this point. Tt Qs perfectly
tmme that the Company in this Chapter has snggested that there has heen
a very substantial loss in comparison with the snrphis which was estimated
by the Tariff Board. T take it that the Company has no intention of
minimising the very important benefits which m has roceived s o &esult
of the scheme of protection?

Mr. Dalal.—Certainly not.
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President —1 look at it in this way., You have beert able to set” aside
depreciation to the extent of wore than Rs. 4 crores; you have distributed
dividends to the extent of Rs. 138 Jakhs; and you have heen able to mam-
tain your output when Imports have tallen very coustderably and when the
sutput ot every  steel producing country  has tallen very  considerably.,
These are very substantial and solid resultsy

My, Dalul—We admit that.

President.  The Company has wo inteution at all of minimising these
vesults botake it?

Mro Dulal—-For that reason we say in parageaph 31 ¢ The Company
is gratetful for the fact that the assistunce accruing lrom protection has
kept the tndustry it active exstence 7.

Dresident —The relavive ewphasis which is thrown out or that is not
sufliciently strong,  The Jmpression that L got by reading this Chapter is
that in spite ol these very substantial and solid benefits which the Company
has recesved, gt 1s still i @ mood to complain?

Me, Dalwl —Al that we want to point out iy that it has failed finan-
sally to the extent to which we have ndicated,

DPresident.—Yet us try and find out the nature of the tailure.  We start
on this basis.  For the six years taking steel only the Company was expected
by the Board to make a surplus of Rs. 194-4 lakhs multiplied by 6.

Me. Malher.—"That is right,

Presedent.. That is Rs. 1,166 Lakhs.

Myr. Mather—Yes.

President.—That was what we expected vou would make on steel?

Mr. Malher.—Yes.

President —According to Stratement 18, your realised surplus on steel
during this period of six years was about Rs. 633 lakhs?

Mr. Mather-Yes,

President.-=That leaves yow with a doss of Rs. 473 lakbs.

M. Malher—Yes.

President.—The tall in cid prices according {o vour estimate is 73
Lulshs?

My, Malther.—Yes.,

President,—The loss on accounb ol the change in the proportion ol
tested and untested steel s Rs, 33 lakhsr

Mr, Mather. Yes.

President.—The loss on account of  iucreased  freighi disadvantage s
B, 23 Iakhs and the loss on account of shortage ol rail orders Is Rs. 160
Likhs®

Me, Mother, =Yes.

Prosident.— These four factors according 1o yvour caleulation account for
259 lakhs.

Mr. Malher. That is right.

President. =What vou have gained hy the fall in price is Rs. 2 croves
on coal. Rs. 163 Takhs on spelter and Rs. 45 Jakhs on stores. In other
words what vou have lost hy the {all in prices, hy the fall in the demand
for tested steel. by the ivcereased Treight disadvantage and the shortage
of rail orders, vou have made ap by the full in the price of coal. spelter
and stores eseepl io the extent of Rxo 25 lakhs,  What von have lost in one
direcsion ix almost comglglely mude ap in the other divection ?

Ve, Madlier- Yos
Mr. Dalal —What about the other Rs. 45 lakhs?




24

President.—T am coming to that. ff you take simply the purely
economic causes, the fall in demand, and so on, the loss that has occurred
in one direction has been alimost made up in the other divection. That
leaves you with a nett loss of Rs. 23 lakhs.

Mr., Mather.—Rs. 273 lakhs.

President.—Then, the Tariffi Board’s estimmates account for Rs. 45 lakhs
and tho strike for Rs. 220 lakhs, The total of that is Rs. 2921 lakhs, That
leaves you with o difference of about Rs. 185 lakhs.

Mr., Mather —Yes.

President.—That is the problem you have ito face in this enquiry, 'Fhe
way in which the problem presents itself to my mind is this. Tt is not
the general fall in prices, nor the shortage of 1ai: orders, which can account
for the failure of the scheme of protection, The failure of the scheme of
protection, as T look ut it, is due to the strike in the first instance and
the arrangements connected with ihe sales policy you liave adopted in the
second instance. These two causes account for the failure of the scheme of
protection and mot the shortage in rail orders, not the fall in the c.i.f.
prices, not the fall in the demand for tested steel. It is the strike and the
sales policy which between the iwo must account for the faillure of the
scheme of protection. T am wnow dealing only with economic causes which
put vou to loss and have seenred to vou gains. By balancing them against
each other, T find you are Teft only with the strike and the sales policy.
Therefore when you say that it is clearly established that the current scheme
of protection has very serionsly failed to achieve the results anticipated
for reasons outside the control of "the Company, T am inclined to put a
question mark in my own mind.

Mr., Dalal.—May 1 understand that xyou put down the Rs. 43 lakhs
entirely to the sales policey?

President.—Rs. 45 lakhs compared with Rs. 185 lakhs is a relatively small
figure. ¥ am mow talking of hig Jesses. The hig losses are these two
things.

Mr. Dalal.~-Yes, if yon eliminate the economic factor,

President.—1 oliminate the economic factor bhecause the losses on one
side are counterbalanced by gaius on the olher side,

Mr, Mather.—Yes, lo a large extent,

President.—You have thervefore only these two things left. Tf vou say
that they are due to reasons outside the control of the Company, the
statement has to he proved.

Mr. Mather —-Tt is open to us to defend ithat question when we come
to sales adjustments which we have dealt with in detail at a later stage,

President.—There is one point. We huve reached a figure of Rs. 183
lakhs to be accounted for. Now vour total output of steel during the six
vears is 2,387,000 tons. How much does that work out per ton?

Mr. Malther ~~Between Rs. 7 and Rs. 8 per ton,

President.—Over a period of six yvears, that is the extent to which your
realised prices have fallen short of the market prices in the country.

My, Mather —Yes.

President.—T don't say necessarily at this stage that a sales policy
which results in a difference of Rs. 8 on au average over a period of six
yoars between the standurd prices and the realised prices is an expensive
policy. because you have to look into the civcumstances. But then it raises
an important guestion which the Tariff Board has got to consider for the
first time. My suggestion is, having raised it, let us discuss it in detail
in connection with the proposals vou muke in #he Chapler on adjustments
of prices because the swme problem would arise téerve, I take it you adm$
that this unaccounted factor has to he explained with reference to the
problem of adjusting prices,
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Mr. Mather.—That is undoubtedly the main factor.

President.—We will reserve this discussion till that stage.

Mr. Wiles.—Have you ever worked out any figures to show the capacity
at whiclhi you have been working during the last period of protection?

Mr. Mather.—Yon mean what relation output has had to the capacity?

Mr. Wiles.—Yes.

Mr. Mather.—No, not specifically. .

Mr. Wiles..~Would it be wrong to say that it would be about 75 per
cent., taking your capacity at 550,000 tons?

Mr. Mather—You are speaking now of the last three or four years.

Mr. Wiles.—1 am talking of the last period of protectmn,

Mr. Mather.—.Yes, approximately.

Mr. Atha~~Was the capacity 550,000 tons in the beginning of that peried?

Mr. Mather.—No, it was not. So much depends on what meaning you
give to the word capacity. Tn the vear 1927-28, we made what we con-
sidered to be practically as much steel as il was possible for us to get out
of that plant as it stood at that time. Every department was pushed
for production. We were working three shifts and so on practically con-
tinuously during that period and we got an output of 410,000 tons. Since
then we have added to the capacity partly by adding to the steel plant
and partly in the sense by training up staff to know how to get more
out of the plant. Tf you take the merchant mill capacity there has heen
no radical change in the equipment. We were driving the merchant mill
to the maximum with the staff we had then in 1927-28 but the output was
smaller than what we are getting now. the reason being that the men have
acquired much more experience.

My, TWiles—T would like to say one more thing about Chapter III.
The President has dealt with it fairly fully and 1 don’t think that there
is very much more for me to say. T suggest that probably the fair way of
instituting a comparison is not to start off with the realisations. that is
to say, the hypothetical losses. The fall in prices hits both ways. Tf it
has hit vou very lavgely, it has also henefited yon to the extent of Rs. 250
lakhs. Therefore in striking a balance sheet, it would he a fair comparison
to put the benefit against each of the fizuros,

Mr. Mather—You wean to group these items?

Mr. Wiles.—The items which vou call Josses are mot really losses at
all. None of these conld have been sustained withont the other factor.
The fall in costs is mevely another facet of the situation. You could noi
have sustained these losses without the fall in prices which simultancously
rednced vour costs.  They are inseparable companions of one and ihe same
tactor which is a reduection in price. The reduction in demand is the same
thing as the fall in price.

Mr. Mather—You ave not trying to suggest that we could not have
attained our efficiency without this fall in price?

My, Wiles.—I will not say that; T say these losses could not have
heen incurred without the fall in prices simultaneously. Tt is part of the
same factor.

Myr. Muther.—1i scemed to us simpler to set all the items tending in
one direction in consecutive order and then deal with the items tending
in the other direction,

Mr. Wiles.——It has resulted in a piling up of amounts which contain
the losses and then putting in a note at the end of the important factiors
which counterbalance.

Mr. Mather —We have set out each particular item individually in
t.u‘-n that we go along and come to the items which tended in our favour,

Wiles.—Those favourgble TEEAR ™Mo ccurred in each particular
;nragl uph and in each particulREMEFIREVFRADG., .
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Mro Dalal =But wondd the nett result he different

Mpeo iWles,—The nett result would be the same ot i would look ¢uite
different.

Mr, Dalal.- 0t s a question of how To pub it.

Mr. Wiles. “To come back to the question of the introduction ol another
large works.  Can you tell us whether at any fime there has been a prospect
during the Iast seven years of @ sjmilar works to your owa betng started?

Mr. Ddol. -=There was sone idea about o couple of years ago of staviing
a steel concern for the manutacture of galvanised sheets but the expansion
of our own sheet mill at the time seems To have put a stop to the project.

Iresident —That was entirvely 1 connection with the question of sheeis?

Mr. Dalul —Yes, hut the alternative was considered ol buying billets
and sheet bars frone us ov putting vp an independent steel making woit
Whether i1 was servionsiv considered or noi it i not possible for me to
2V,

Mr. Wiles —Yom have ven us volnr bmpression that the prospect of
300,000 tons plus an indeterminable figure of saxy 100,000 tons of other kinds
of steel would he sufficient  indincement tor another Targe works to he
started, other things heing conal,

Mr. Mather.—71 think it migcht.

Mr. \Viles. suming that proteciion lasts tor another seven years that
vou have asked for, people would have o el 1o work very earvly to have
the works ruuning before the end of - that period. How many years would
you pub as the minhmuw periodireguived for starting {he works on o seale
of this sort?

Mr. Mather =1t depends onowhat mse they make of the existing facili-
ties. Siuce there is in existence a very modern hlast furnave and coke
plant complete with power plani and sidn and  everything clse (and
also another but old-fushioned plant) in existence, if the bhetler of those
two were utilised 1 think rolled steel could be put on the market in three
vears and possibly Jess

Mr. Dalal—The Tndian Tron. and Steel Company Is o very important
factor :

Mr. Wiles—They have got their raw material already at hand?

Mr, Dalid,—Yes.

MWr, Wiles.—In the present state ol the steel market. prices arve very
indefinite. ' With the present eanditions land the present state of stecl
prices do you think there is any prospect of that happening during the
next few years?

M. Jl)ulul.——_l Hll()llll(l not expect such an attempt to he wade in the
course ol Flw next few I.H\)H“IH. Tn. tact 4 should think deliuitely that
such a project would await the publication of the report on this enquiry,
It s hiu'(ll_y ]_lkely that ;l‘l'l_\v'l_)()d}' would go in for such a snbstantial eapital
expenditure like that while they do not know positively what is going to
happen ahout proteetion,

Meo ATiles —Can we assume that iF you get ihe protection which you
are asking, that will help?

My. Dalal—T think ~o. Provided the level of prices was veasonahbli.

M Wileso - That s what T am paiting (0 you now.  As regards the
prices. you cannot comiit vourselves inoany way to what the prices ave
soing to he, and that factor will apply o any company which intends to
star{ business,

Mreo Mather, True. Bur L thiuk that it protection is given roughly
i the sone measure thaf we have asked Tor, it dx prahable (hat some
other fiem coming into the business and making steel would i the Yong
i produce practically as cheaply as we are doing, and the protection
would be adequare for them.
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Mr. Wiles.—I am raising this now becuuse it has been put to us that
thie naturzl future expansion of the steel industry .in ludia would not
necessarily be through the starting of another large mill on the same scale-
as your own, bat might be in the form of smaller mills more suitably
situated lor distribution of their products than your own which is stuck
in one corner ol India?

Mr. Dalal.—Smaller mills perhaps for rolling products like bars and so
on gl be possibie but widess vou had andther steel works 1 do not see
how the demand of the country 15 likely to be supplied.

Mr. Wiles—You have u great deal of trouble over the question of
treights ?

Mr. Muther., -1f some steel works were able Lo start up in ®another part
of India it would be likely to capture a good deal of our market which
mizht be a very useful argument in o discussion of the question of freights.

Mr. Wikes—No works on a large scale can possibly start except in the
neighbourhood of Jawshedpur. There are a number of re-rolling mills start-
ing in other parts of India at present using ouly scrap. T don’t think
they compete seriously with you: So long us they confine themselves to
serap there won't be a sevions interference with yvour markets?

Mr. Dalal.—1in their own restricted spheres competition can he effective.

Mr. Wiles. —Bo you vegard that as havminl competition?

M. Dalal.—1t all depends on circmmstances.  So long as they roll from
serap and supply thie needs ol the country we don’t say that it is injurious
to the general interests of the country.

Mr. Uides==You have asked that we - should put such a prohibitive
duty on imports of rvaw stecl that- it will make, it impossible for these re-
rolling mills to roll steel from semis.

Mr. Dalal -—There we were making a distinction between mills supply-
ing the demand which we have organised at w very great cost, and mills
which do not compete with us, and which are intended to roll muterials
which we do uot supply hecanse! as (we have pointed out, in our opinion
the former mills would not be adding to the wealth of the country or
supplyving material to consumers gt any lower price than we ourselves.
They will only he taking away part of our production and thus harm the
scheme of protection. which has heen set up 2t such a heavy cost.

Mro Wiles—Let us confine ourselves to the production of materials
which you do not turn out yourselves or cunnot turn out without some
ceonomic loxs. You do not regavd this-as W hurden on the country®

Mreo Dalal —We wouldn™t say that, So long as we are in a position to
supply them with the raw material, there is no reason why one of the
conditions laid down by the Fiseal Commission should not he observed
namely that they should wnot he allowed to import raw materials from
abroad?

Mr. Wiles.—Theu [ wake it that youw are prepared to supply re-rolling
wils, turning out wmatecials which you caunot cconowically turn out your-
self, with theiv raw material?

My, Dalal —Up to the Bmit of our capacity and up to the limit of our
cconomic gain or loxs.  ¥or instance suppose we have a large rail order,
we may not he able to supply all the demand of the wills in a particular
voar, But as tar as we ean see ot present with moderate rail orvders we
may be able to sunply provided it is within reatonahle limits; we won’t
say that up to an indefinite limit we would go on supplying billets.

My Wiles.—Ts that taiv to the companies which are putting in capital?®

Mr. Ngdal —TUp to now oxr capacity is such that we would be able to
supply My réasonable demand until we have a heavy rail order but we
would not lihe to commit ourselves definitely or absolutely to supplying
all requirements for all tines.

STEET. TNDUSTRY c
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Mr. Wiles—Does that mean that you are prepared to onter into a
number of years' contract?

Mr. Mather~—I suggest that another factor should be borne in mind
in connection with that and that is that so far as 1 am aware of the
position which is being put forward in tonnection with the re-rolling mills
for re-rolling from hillets, I don't know that there is any prospect that
those mills are likely to survive without protection. )

President.—May 1 just intervene Ffor a minute? This question of the
supply of billets to re-rolling mills in the country is a question which we
will have to consider in some detail in connection with the proposal for
a protective duty on billots. But with reference to your answer to my
colleagus T etake it that your general position is this that assuming a
protective duty is levied on billets at the rates suggested by you, even
then you would be prepared in the case of re-rolling mills which do not
produc: sections of the kind that yon manufacture, you wonld be prepal‘(‘*d,
as far as your circumstances permitted, to supply billets at a price
corresponding more or less to what may be estimated as your fair selling
price?

Mr, Dulal.~Yes.

President. That is the penernl position but the details of which we
should look into more carefully at a later stage.

Mv. Dalal —Tt is a very important point.

My, Wiles.—A few words aboul the cost of protection. Take your Supple-
mentary Statements Nos, 15 and 16, Jn Statement No. 15 you have 1'Q(:()1-ded
the value of protection to you and in Statement 16 you purport to give the
additional revenue accrued to (overnment.; I propose to put those together
and make an estimate of the total cost to the couniry of protection. I do
that in this way. The total additional revenue to Government is Rs. 773
lakhs which you give in Statement 16 plus Rs. 208 lakhs, the value of
bounties. You deduct this in Statement 16. '

My, Mather—That has becn paid out of Government's total revenue.
~ Mr. Wiles.—The total henefit to you from duties only excluding the
bounties is Rs. 655 lakhs less Ry 208 lakhs which comes to Rs. 447 lakhs.

My, Mather.--Yes,

Mr., Wiles~—In Statement No. 15 vou have assumed that the enbanced
price you obtain is equal to the duty.

My, Mather—Yes.

Mr. TWiles,—That overestimates the benefit vou get o some extent,

My, Mather—Not very much [ think.

Mr. Wiles.—Yon have shown in your representation that your realised
prices are somewhant different from the duty.

Mr. Mather.—T do not know that the gup would have heen different it
the landed price of impotted stecl had heen lower.

Mr. Wiles.—At any rate you admit roughly speaking it does estimato
the total cost to the country. The total cost to the country is Rs. 14 crores
28 lukhs,

President —That is over a period of 9 yearvs.

Mr. Mather. Yes, it is over 9 yeavs. Rul the total cost to the country
is not represented hy that fizure.

Mr. Wiles.—Do you think that the duty has in any way tended to
reduce the c.i.f. price of imported steel®

Mr. Mather.~1 don’t think so. As far as we have heen able to observe
at any rate until very recently the export price of steel from vamows
markets has been practically uniform for different destinations throughout
the world, ’
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Mr, Wiles.—In spite of the falling markel the unporter has tended to
keep the prices up. 1 mean the duty has not tended to reduce the falling
market still more.

Mz, Mather—Except to the extent of the importance of Tndia as a
market for steel. The fact that we have taken up so large a proportion
of that market has reduced that market for siecl from Europe which is
the only supplying portion of the world with which we are concerned. Pro-
tection has by enabling us to take a much &igger proportion reduced the
market for Furopean steel. To that extent it has probably contributed
to the fall in price.

My, Wiles. -That is the poini I want to get at.

Mr. Mather. ~Yes.

Mr. Dalal.—Y do not know what the implications of this particular
question ave; whether this is really hnplied to be the direct cost Lo the country.

My, Wiles.—T am not drawing any implications at the moment.

Mr. Dalal.—Everything depends on what conclusions are to be drawn from
it. It is a very ilmportant matter.

President.—What is the kind of implication you are thinking of ?

My, Dalal.—1f there had heen uno protection, so much monecy would have
heen saved to the country. Tf that is the inference sought to be drawn
from it, then we would have to say something about it.

Mr. Mather —May we be quite clear on that point? Did Mr. Wiles say
that tho total of the two is the cost to the couuntry or it is the cost to the
consumer, which is not the same thing?

President —Ut is the cost to the conntry.

Mr. Dalal. T don’t agrec that this total represents the cost.

President.—Take these O years; take the total expenditure of protection
sou have derived, namely Rs. 655 lakhs. Deduct from that the cost of
the bounty, add to that the {otal revenue derived by Government. The
two figures together represent the increased prices which have heen paid by
consumers of steel in the conntry.

Mr. Mather—1 agree.

President.—That is to say people who buy frem Tata’s have paid more
to the extent of the protection that you have derived. People who buy
imports have paid more to the extent of the increased revenue derived by
Government. The two together is the increased aggregate price which has
heen paid by the consumer as the result of protection.

My, Mather—Yes, but that is not the same thing as the cost to the
country, ’

President.—Tet e try to clear the snag, What vou consider as the
cost: to the country is measured by estimating the proportion to which
prices have actually risen. Ts that what you are driving at?

My, Mather-- T am trying to draw what to my mind is the real difference
between the rost to the country and the cost to the consumer. The total
of these two figures is the additional cost to the consumer subject to cuali-
fieations to which Mr. Dalal will draw atfention. The cost to the country
as such is merely extra payment to the Tata Iron and Steel Company. Tu
so far as a large part of the additional cost to the consumer is revenue
which goes to (Government, it has reduced Government’s other demand for
revenue to approximately the same extent.

Mr, Wiles.—That is rather hypothetical.

President.—But for these protective duties. the amount of imports of
steel wonld have bheen considerably greater.

My Mather. We shonld eyrohably have had to go out of business.

President. -On that accommt Government would have derived more revenue
nver and above {he increase that von arve eplewlating,

s ?
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Mr, Dalal.—Not at the protective rates.

Mr., Wiles,-—On the old revenue rates.

Mr. Dalal.—Yes.

President.--Iu estimating the nett increase derived by Government you
have got to take the increase which they have obtained as the result of the
protective duties against the decrease us compaved with the revenue duty
which they would have derived from a larger import, is not that soZ
My, Mather.—Yes. There ave two contingencies which might have arvisen.
It we had not heen in cexistence, obviously the imports would have beeu
very much greater.

President.—You calculate the revenue on it.

Mr., MatPer~-Then there would have been more revenue.

President, —That you have to relate to the total revenue devived from
protective duty and it is ouly a coustderation of these two items that will give
vou the aggregate result. The snag is this, When there is general depres-
siom in the vountry, it is very difficult to say this is the extent to which im-
ports have declined ax the resnlt of weneral depression and as the result of
protective duties.  All that you can do is to lay down a general proposition
to the effect that a calenlation hy way of increase of protective duties does
not give a correct estimate of the inercase in revenue derived by Government
as the result of protective dutics.  Your Statement 16 is subject to a very
important qualification.  1f protective duties had not been levied buil only
revenue duties at the old lovel, the extent to which Government would have

>

henetited by the increase in importschas got {o he deducted from the increase
in revenue from protective dutics aud the differcnce hetween the two is the
nett increase derived by Government,

Mr, Mather,—-Tt may be the other way.

President.—You cannot calculate that.

Mr. Dalal. Tt follows that this is not the ecost to the country. The
sum of these two figures is not the correct estimate,

President.—May we say that this is the cost to the consumer?

My, Dalal- Fven that T am not prepared to say.

President —Why *

Mr. Dalal—That assumes that if - the duties had not been levied, the
cost to the consumer would have bheen the prices minus duties. That, T
submil, does not necessavily follow: heeange if we had not been in the
market, and it loveigners had heensletta free field to themselves, there
is no venson to assutie that they would not have charged something more
than what they actually did if not to the full extent of the duty. at least
partially and to thal extent the consuiner wonld not bhe better off,

Mr, TWiles.—That is the reverse side of the question to which we have
already agreed. Protection has driven down the prices. Tt there had heen
no protection, prices wouald have gone up.

Mr. Dalal——~Undoubtedly. Take the case of galvanised sheets as a case
in point, [t caw’t ho assumed that it there had not been a duty of Rs. 83
on galvauised sheets, galvanised sheets would have heen sold iu the country
at a price less by Rs. 83.

Afr. Tiles—-There is competition betweeu foreign suppliers.

AMr. Dalal —That, in itsclf, would not have tended to bring down the
prices to such an extent.

President.—We are up against a  rather difficult qguestion  here. A
straightforward way of calculating the nett increase in the burden on the
consuner would be this: vou take the level of prices which were assuied
by the Tariff Board in 1926 as the prices at which tmports would come into
the couniry plus duty at that time. You t#k® the import prices to-dav
plus duty. You may say that it is the difference hetween these twa that
represent the variation in the nett burden on the consumer
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Mr. Ddlal.--For purposes of statistics we have given you these figures.
purg £ 3 g

We do not admit that this is even the sacrifice made by the consumer.

 President —~This is the sacritice wmade by the consumer on the assump-

tion, . . ..

Mr. Dalal —That prices would have remained on the some level hut for
the duty.

Dresident -—Yes,

Mr. Dalal,—That itself is a very hig assumption. Another point is that
Giovernment have derived this revenue. 11 Government had not derived this
revenue from this source, it would have derived it from some other sonrce.

Mr. Nutesun —There was this inducement of revenue. On ghe other hand
they might have cut dowu the other items of expenditure from the public
point of view.

Mr. Dalal.—That questiou, | am not preparved to go into. Supposing
Government required the money, they wonld have had to get it.

Mr. Natesar.--Supposing Government was in deficit  exactly to  the
amount covered by the protective duty, it is quite possible that Govern-
ment might have heen forced to adopt othev items of retrenchment which
would have resulted in an economy to that extent.

Mr. Dalal.-- This was an undue inducement to Government to be extra-
raguant?

Mr. Natesun.—3 don’t say it 1s an undue indncement. If a wan has a
source of income, he would never think of any ways of reducing his expendi-
ture.

Mr. Dalul.—Then of course there is the point which has just been made
by the President himself, namely, that in that case we have to consider
what revenue Government derived under this method as compared with the
revenue which Government would bave derived if we had not been in
existence and if all the articles conswmed in ihe country had been imported
on the revenue duty only and as the President himself has admitted, no
one can say with regard to that whether the revenue thus derived would have
been lurger or smaller than the revenne derived now. Merely to add these
two items is certainly not justified,  Then there is the other side of the
picture.  What is the benefiv that s devived by the existence of these works,
direct as well as indirect?

Mr. Wiles.—That raises more or less a general question of the merils of
protection which 1s not really relevant.

My, Natesan.—1 have these two Statements of vours Nos, 15 and 16.
¥ want to ask you this question. Ts the estimate of the value of protection
mentioned in your supplementary statement an accurate statement in your
opinjon?

Mr. Dulal.—We have just wow gone into that. This is purely for statis-
tical purposes. 1f any inferencc is sought to be drawn from jt that this is
the loss or the sacrifice made by the country or this is the loss to Government
on account of the existence of the protective duties, then I submit that is
certainly pot the case.

Mr. Natesan.—Would it be a far-fetehed view if one drew the mference
that not only_ this additional revenue, hut also the value of protection
granted both totalled up together and distributed over a period of 9 vears
which is an average of Rs. 159 lakhs, rvepresented the burden on the
consnmer ?

Mr. Dalal. —1 don't admit that it comes to the same thing.

My. Natesan,—Why.

M. Dalal.—Because of the reasons I have explained just now. First of
all T explained that there was no reason to helieve that if these protective
deties had not existed, the consumer would have got these articles at a
lower price represented oxactly by the amount of these duties. My atten-
tion has just now been drawn w the fact that cartels make it a general
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rule fo maintain prices at u higher level iu countries in which there are uo
indigenous eunterprises apart from other considerations so that you caunot
possibly assume that otherwiso the consumer would have obtaived lis
articles at the prices minus these duties.

Mr. Nuatesan.—You know very well that they certainly do not follow
that sirictly. You yourself gave a newspaper cutting on that subjeet only
this morning. .

Mr, Dalal- T dow’t say that castels alwagys succeed in maintaining prices.
This is one of the general factors to be taken into account.

M. Natesun.—On the other hand it is equally possible that if the Steel
Works had not cxisted, two or three firms who would be importing the
hualk of the quantity might have to undersell cach other,

Mr. Dalul.—Competition cxists even to the present day. Oue of the
important factors is that the indigenous industry would have been out of
the way. Then of course there is the question of revenue. Govermmenli
had to obtain this revenue unless it is assumed that the Government
squandered the revenue. Lt they had not ohtained from this source, they
might have obtained it from another source. The proper way to comparc
this would be to ascertain what is the revenue which the Government
would have derived on the ussumption that we had not existed at all, how
much the country would have paid and whether some other form of
taxation might not have been found necessary.

Mr, Natesan. -Ts it vour contention that with this protection there is no
burden on the consumer of steel?

Mr. Dalal.—] am not prepared to say so. If there is any burden, |
submit that it is more than made up by the direct and indirect hencfits
that the country derives from the existence of this industry.

Mr. Natesan.—Will vou kindly give us some idea of the direct and indiveet
henefits ¥

My, Dalal,—We spend Rs. 4 or 5 crores of money every year. A very
Jarge part of it remains in the country. That is a direct benefit to the
country. Tor instance we maintain a labour foree of over 30,000, Our
wage bill is about Rs. 140 lukhs. Al that is included in the total cost ot
about Rs. 5 croves. Apart from that there are so many indirect ways in
which we contribute revenues to Governmernt. The income-tax that we pay
in Jamshedpur and Calcutta is Ry. 87 lakhs. Postal and telegraph expendi-
ture at Jamshedpur is about one-third of a lakh. Railway freight is
included in the five crores, bhut the freight on finished goods is not included.
That again is a substantial itemn, Rsi740/ to Rs. 50 lakhs. There is the whole
town of 80,000 people with all their direct and indirect expenditure. There
are other subsidiary industries which are maintained with the co-operation
of the steel industry, some of which we actively assist. There is the
engineering industry which owes the greater part of its prosperity to the
existenco of this industry. There arc stores and materials which we purchase
from various people. If you add all these benefits which the country derives
from the existence of the Stcel Company, apart altogether from any ques-
tion of defenco or its being a necessary basic industry and the basis of all
other industries, that in itself in my opinjon by far outweighs any burden on
the consumer that the existence of this protective duty may render necessary.

Mr. Natesan.—Tven if there was a burden, you think that it is justifiable
on account of the direct and indirect benefits? Will that be a reasonable
inference to draw?

Myr. Dalal —Certainly.

M. Natesan.—This takes me to the larger guestion. We had protection
for two periods, once in 1924 and then in 1927. You have now applied

again for another period. One would certainly like to ask a quesfion: do
vou now visualise a time at all when you can got on without protect®n?

Mr. Dulal.—That is an extraordinarily difficult question. As the
DPresident himself pointed out, it is so difficult for anybody to foretell what
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the goneral trade conditions or what the conditions in the world of busi-
ness are likely to be. No once knows what the level of prices is hkely to be.
It the level of prices is satisfuctory, so far as we are concerned, we are pre-
pared to do all that is necessary and it is not possible for us to say anything
beyond that. But there is mo reason why we should not be able to stand
on our own legs after a time. 1t all depends on so many extraneous factors
over which we have no control,

Mr. Natesan.—That means the same indefiniteness will continue.

Mr. Dalul —1 am afraid it will.

My, Natesan.—One of the extraneous factors is the level of import prices.

Mr. Dalal.—That iy the most importunt point. That depends on world
conditions, exchange and so many ather factors.

Mr. Mather—Tven if the position must necessarily still remain indefinite,
1 submit that it is not indefinite to the same extent as in the past in that
we arc saying that we are going to operate at a lower cost—defluitely at a
lower cost—and we are getting definitely nearer the stage at which we should
be able to do without protection.

Mr. Natesan.—You have more than once pointed out that one of the many
difficulties is due Lo the fact that the railways do not give you the same
orders as before. Will it not be taking too optimistic a view to assume that
the railways will give you the same orders hereafter?

My, Dalul—We have only made a moderate ussumption, speaking subject
to correction, that rail orders wonld in the future average about 80,000
tons as against 105,000 tons assumed ab the last enguiry.

My, Natesan.—T should like-to put the-same guestion m avother way.
As things stand if it is difficalt tor you or for anybody clse to state when
protection will not be needed: then the whole question is: are we now mnear
the date when the tolal needs of India can be met by production in Tndiat
I must tell you that the Fiscal Commission itself has pointed out that this
is a key industry like some other immdustries and they contemplate that an
industry like this should in course of time be able to meet the whole need«
of the country. If T understand the figures aright, at present your total
production is only one-hali of the forcign imports and in rupees only
one-third of the total copsumption. If you want [ shall give you the
figures.

President.—That ix, taking all kinds of steel.

Mr. Natesun.~You arve hardly able to meet one-third of the demand in
India. If you continue more or less to apply yourself to the same kinds
of steel which you are making uow, thera does not seem ta he a reasonable
prospect of your fulfilling any of these conditions.

Mr. Dalal.—T do not know why we should assume that the full demand
of the country for all kinds of steel should be supplied by the Tata Company
alone. That is just the veason why we have been tvell'ing you .this morning
that there is scope, and there ought to be scope, with a fair amount of
protection granted by the Tariff Board, for the establishment of another
steel industry in the country and ultimately in that way the country can
become self-supporting.

Mr. Natesan.—This morning we have been told by Mr, Mather in answer
to a question put by my colleagne that as soon as this enquiry is over
and people comc to know that protection is recommended for a dgﬁmte
period, there is a chance of another steel industry heing started in the
country ?

Mr., Dalal.—Not as svon as the euguiry is over. Mr. Mather could not
have meant that.

Mr. Mather.—They would not be likely to start another industry imme-
diately after the publicatien of your report.

Mr. Natesan.—Will you kindly siate exactly what you think would be
the position? Suppose this Tariff Board makes its report and Government
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decide on a protective policy for a certain number of years, what do you
think is the possibility of another steel industry being startedr

Mr., Mather.—What will happen will be this. People will have been
afforded an occasion for taking up this question again. They will know
definitely {rom the records of this enquiry what we are likely to be doing.
They will examine the prospects of the market carefully. 1f there has heen
an 1mprovement in the prospects of general trade of lndia, then [ think
they may take the view thad within a relatively short time the fudian
demand lor steel will he back on a level wlhicl witf leave room for them as
well 2s for ns, They wul reaiise tiet 1t wound be expensive lor them to stare
upon a basis ol trymg to tike away business from us, lor which they wounld
not bhe tn o very swrong position at any rate in the hiest Tew yveasvs. 0 they
feel when Vaelr repost 1s ont tnat the prospecls ol protection are :ltll'lplillv
tor a reasonable period and that the prospect of immprovement in the general
trading conditions of the couniry 1s barly cood, | think they win then
examine very cavefully the possibiity of starting up another steel works.

M. Natesan —Supposing some one starts, do you suggest that they will
start manufacturing the idestical things which vou are aking ov they will
fill the gapy

My, Mather, =No. When we are ahle to supply 90 1o 10U per cent. of the
rail requirements of the country, it would not he very econowmical for ang-
body to equip hiwsell specially for the purpose of wmanufacturing rails.
Thevrefore L think they would try to fill up the gap in other products.

Me. Nalesan.—1 shall put the other question which necessurily arises
from your answer. Supposi:g for instance oucther work is started alveady,
that will be all vight, bui) i ir s nof, are yvou likely to turn youwr atteation to
those other articles wiinch af present arve nov manutactured by your steel
works because that is the only way tnu witich you can satisfy the expectation
of the Fiscal Commission? ‘Fhe Government aud the Central Legislature
gave yvou protection in the hope that yvou swounld be able o meet®sone day or
other all the requirements ol the country.

Mr. Malher~There Is one thing to remember in this connection.  Protec-
tion 15 only applied to certain iorms ol steel. Tt would not he obligatory
on us under the IFiscal Conmission’s recommendations that we should mimme-
diately try to make all forms ol steel, melading those kinds which are not
protected now. i would be for ns to show that we intend to give India the
maximum possible benefit of protection by making as much as possible of
the protected articles. f we could go beyond that and make something
which is even non-protected, we should do iv, but theve is naturally a limit
to our capacity for expausion withi-a -period oi seven years,

Mr, Natesan.~You yoursell say that vou are capuble of producing more
than you are able to produce at present. The question is why should you
not give more atlention to producing other arvticles which form o good bulk
of our imports?

Mr, Dalal.—Given adequate protection, there is no reason why we should
not gradually, as our financial circummstances permit, estend our capacity.
If adequate protection is given and if it is tound that this industry makes
adequate profits, either we ourselves or somebody else would surely conte
into the ficld and take it up.

Mr. Natesun.~—Tt is better 1 draw the allention of you, gentlemen, chat
this is not the point of view which siruck me only. T fiud that {wo other
bodies who have made veprescutations to us have drawn attention to this
aspect of the question. FThe Maharashtra Chamber of Commerce points out:
“ The Committee do not find any provisizn in the scheme of protection asked
for (that is referring to the representation submitted to the Board by youw)
for turther rescarch or experiwent to produce better and higher grades of
steel suitable for the manufacture of cngines 1uotor cars, cte.” Then
again the Bengal Natioual Chamher of Connnerce points out: * With stee)
(and even pig iron) produced on a consideranle scale, there is a vast
scope for the development of other ancillary industries, for which steel and
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pig iron serve as the most important raw material . As regards import
tigures, I may tell you that 1 took the figures for three years but in the
last two years they were very low; so to form a tair basis I took 1930-3).
In that year, the total import has been to the value of nearly Rs. 11 crores.
1f you take that year, you will find these are the figures. In the first
mstance, I won't take bars because you are making them. Take the other
things, Bolts and nuts are unported ingo India to the tune of Rs. 28 lakhs.
if vou take hoops and strips, the imports some to Rs. 44 lakhs, T must say
I was rather surprised. M way be that it is due to the jgnorance of the
Javman, but thas is one ol the simpiest and almost crudest of the articles
iF 1 may say so and yet L oam surprised to find that so much is imported
into this country, Then corme nails and washers. Your imports ot these
come to as mach as R, 3% Iakhs.  Then, pipes and fittings® come to Re. [0
lakhs.

LD'resident,--Naills are protected,

Me. Mather~These are not wire nails.

AMr. Natesan.—Purely for the purpose of driving my point of view bome,
I will tuke one or two items which torm a very small part of our imports,
\Why should not either you manulacture some of these yourselves or supply
bars or billets—whatever may be the raw matervials required ror the purpose
—t0 those people who could make them at some agreed rates?

Mr, Dalal.—It has always been our policy if any ancillary industries ave
springing up, to supply themm with the raw wmaterial as far as it is possible
for us to do so. Apart Irom that, if they vome to Jamshedpur, we supply
them with land, with pewer, with water-and so o3, That has always been
our policy and we shall always maintain that policy. We don’t start on
manufacturing these various things like havdware, locomotives or things of
that kind, but if any firm were to ask that we showld supply them with
the raw material necessary, we should he prepared to do so and we would
he glad to do so.

Mr. Natesan,— U am not content with this answer for this reason. You
cannot say now, having regard to the protection you have had and the diffi-
culty you lhave of making yourselves self-supporting, it I may say so, in the
near future, you cannot now say that if other parties apply, you will olfer
thew all facilities, T go further aud say that vou yourselves ought to make
an offort to do so. The machinery that vou will requare for these purposes
will not he very costly.

Mr. Dalal —As far as ordinary forms of rolled stecl are concerned, once
our more urgent requirements are met, it we et adequate protection, there
is no reason why we shonld not strive 1o extead onr produciton.  Ti we do
not o so, and if we make adequate profits, 1 have no doubt vhat others will
come Into the teld and do it. But so lar a« other inanuiactures are cou-
cerned, there is so much still remaining to he done in the near future that
fer us to embark npon manulacturing these various things as is sometimos
suggested, like locomotives or motor cars or anyibing of il kind, is, 1 may
submit, out of the question ot present.

Mr. Natesan.—You might take one mstance and argue on that. Take
hoops and strips,

A Dalad —That is a form of volled steel, That is covered by the first
part of my statement. I yon talk about locomotives and things of that
kind, then 1 would say we have in the past co-operated with firms manuiac-
ruring things of that kind and we are still prepared to do so.

Mpr, Notesan.—T would like to put oue more question. Have you consider-
ed the desivahility of suggesting to some of the engiueering firms to manu-
facture these other things® In view of your own interests and having
regard to the difficulties vou have. is it not time for you to suggest to some
people—it is a sort of division of labour-ihat you will supply them with
bars wr billets and that they shonld undertake the further manufacture?

Mr. Dflal.—We have always proclainied that., Of course, it is for the
engineering firms concerncd—either those already in the couuntry or those
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whio ight choose to come—to consider any particular line of development
which is likely to pay them. 1If they approach us, we are prepared to
consider their case. Occasionally projects are put before us but they do
not always come to fruition.

Mr, Natesan.—L am speaking as a layman subject to correction. DBut
I understand for about Rs. 10 lakhs you can casily add some machinery for
making hoops and strips. So fur as my information goes, it does not require
much capital. With about Rs. 10 lakhs you can easily do it. What 1 am
trying to say is that in view of the diffienlties you have had in the past
and the difficultics that still loom large in the tutuve, if you are to be seli-
supporting, at any rate reasonably self-supporting, there is no use, if T may
say so, treading_on the paths you have trod on up il now but you must
strike out new Jines of expansion,

Mr. Dalal.- So far as our ordinary rolled steel is concerned, we are
certainly considering. There are some vequiremenis of ours such as coke-
ovens for instance which are of a very urgeut nature. 'There are some items
on which we require capital expenditure very urgently in order to secure
more efficiency and we think that even from the economic or from the
financial point of view it would be better for us to undertake such wrgent
expenditure rather than any expenditure on mere expansions. One of the
items is 227 mill which will mean an extension of our production. Similarly
after these more urgent needs are supplied and if we are in a satisfactory
financial position we will cousider the guestion of extending in the matter
of this rolled steel. “ Hoops and strips ™ is one of the items which we
would seriously consider as T have said.

Mr. Natesan.—Can 1 presume that you-think that confining yourself to
the existing items you will be able to make yourselt sclf-supporting without
launching on these new industries?

My, Dalal- By self-supporting you ‘mean we would be able to do without
protection.

Mr, Natesan.—Yes, after some time, [If this state of things were to go
on, one would have to pause,

Mr. Dalal—Whether we would be seli-supporting after a certain number
of years or not depends on various considerations.

My, Mather—I think that the probability is that at the end of 7 years,
if the import prices ol steel are as they were in 1926, we shall not have a
case for cowming before the Tariffl Board for protection. Nearly everything
depends on import prices at which ‘other ecountries are prepared to send
steel to India.

My, Wiles.—T gather that vecently during this present slump, it has heen
the universal practice on the part of supplicrs of steel products to send
them to foreign countries at a price considerably below its home market
price, that is to say they are willing to accept a price from foreign countiries
much below the cost in order to get something to cover the overhead cost.
Is that likely to be the practice in normal times or is it peculiar to this
slump ¥

Mr. Maller.—)L dow't think that it is a very substantial factor in the
main competition which we are having, that is the Belpian éompetition‘
As vou will see from the Trade Returns, much the grea{;er part of ﬂtvee‘].
that comes into India from the Continent of Europe is from Belgium Bdéiurﬁ
exports roughly 80 to 85 per cent. of the total steel made in the country
Therefore there is no source of sale at high prices which can enable them to
dump their steel to the extent to which they aro selling below cost /Thgv
are doing it on the strength of existing reserves and that umm(;t be a
permanent factor. ‘

) .P'residen.t.—lf you omit the word dumping, 1 think even in notmal times
it is a well unde-rsbopd practice that internal prices are to a small extent
e higher than f.o.b. pricos.
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Mr. Malhker—Yes. So far Germany has never had an enormous share
in the imports into Iudia und very little indeed in the last few years. 1
am speaking purely of steel. So far as Belgium is concerned the information
that we have is that internal prices ave about 35 shillings above the [.oh.
price Antwerp. That ditference is really quite swmall,

Mr. Natesun.—My position is this: 1f you take rveally a far-sighted view
ot the question 1t will help boih you and the country in general if you either
supply semi-finished steel at agreed rates to people who will roll them or
use them for making products other than those made by you or you yourself
may make efforts to widen your range of products by gradaally fitting in the
plants needed for the purposes nmentioned.

Mr. Dalal. —We will do both as I have assured you.

My, Atha.—On the guestion of the comparison of the Duplex and open
hearth processes, the Duplex process has some advantages and disadvantages
as compared with the open hearth.  One disadvantage i1s the wastage of iron.
The wastage is nhout 12 per cent. of the total cost of iron. Have you any
reason to believe that the Duplex has any advantager>

Mr. Mather.—What T fcel about the Duplex is that it has owne dis-
advantage which has prevented its large scale adoption in many other coun-
tries and that is the wastage of iron. That disadvantage is not serious in
India where iron is so cheap.

Mr. Atha,—Where iron is expensive the disadvantages may he so great
ax to bar it out?

Mr. Mather —That is so.

Mr. Atha.—The only other point is on pages 10 and 11, pavas. 24 and 25
regarding the possible result of different ovders for rails, ete.  You make 2
statement that < At the most the reduetion of output of sections would not
have been more than about 30,000 tons . Yonm must have assumed the
possible outputs from the mill workiug on varions products?

Mr. Mather.—1 do not claim to be very precise.  Whatl 1 felt was that if
we had been making large quuntities of rails we should have kept the old
287 mill going on sizes of sections which we had already rolled. We have
had to spend a lot of money on rolls for the new mill. We should possibly
have been able to roll rather more heavy sections there but we should not
have been able to roll the light secticns,

Myr. Atha.—Could you make up a statement showing the outputs as they
would have worked out on the different mills?

President.—It would bhe rather useful if that figure could be substantiated.

Mr. Mather.—We will do that.

President.—We now get on to Chapter 1V. Para. 31 in that Chapter
deals with the question of tariff protection to which my colleague has already
made reference. All that I want to ask in connection with this paragraph
is this. What precisely is your reason for suggesting a period of seveu
years? You don’t expect to dispense with protection unless there is a
revival in the level of prices. What is going to happen at the end of seven
years which Is going to make it as a sort of landmark for the period of
protection? Why is it that you have suggested a period of seven vears: is
it because the current period is seven years?

Mr. Muther.—What we felt was that a period of four or five years was
definitely too short. On the other hand an alternative mighi have been to
ask for a period of 10 years. We thought that would be looking too far
ahead, partly because it is very difficult to draw up a capital programme
over a period of that length. We therefore selected some intermediate period
and we proposed seven years which is an arithmetical mean between 4 and
10 and because it has been accepted as a suitable period over which the
future might be judged.

President.—You contemplate a definite enquiry into the industry at the
end of seven yearsP
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Mr, Mather.—Yes.

President.—Your proposal really amounts to this: that we fix no limit
to the period of protection. What this seven year period amounts to is
that there will he an enquiry at the end of that period. Protection is to
continue indefinitely subject to an enquiry.

Mr. Dulal —The enquiry may show that protection is no longer necessary.

President—Would you like ws to say that protection to the industry
should terminate at the end of seven years?

Myr. Dalal.—3s anvhody in a position to say that considering the trend
of world conditions to-day und the trend of prices?

President. ~What precisely is your intention? Ts it that proteetion for
the steel indusfry should continue indefinitely? We can't fix auy hmit of
time which mav he continned as a result of this inquiry. All that we can
say is that at the cud of seven years we must provide for an enguiry.

Mr. Dulal.—Tf you wish you may say that if the existing level of prices
continued there wonld be nn need for protection barring  exceptional
circumstances.  But such conditions may uot continue; uwone of us can say
that.

Presicont ~—May 1 look at this guestion in relation to your propoesal for
off-setting dutiesr  Right throngh the period of proteetion you contem-
plate enquiries hoth when there s a tall in prices and also when there is a
rise in prices.  Supposing Governnent accepts that proposal for enguiries
during the peviod of protection with a view to determining whether protec-
bion is cxcessive or inadequate then is it necessary to continue the period
of protection 1ov so long o peviod as sevein years.

Mr. Dalol —Make it indelinite,

President —We fix the period of protection say lor five years.
Mr. Dalal —-Wherve 15 the nceessity for fixing it tor five years?

President.—What 1 am suggesting is this; on account of the gencral
depression there has never been a time since the business of protecting the
steel industry began when conditions have been so unsetiled as at present.
1t is quite impossible for us as w Tarift Board o attempt to forecast the
level ol prices; therefore we ave not in a position at all to make any state-
ment as regards the duration of protection. We are even in a less satis-
fuctory position than in 19267 Therelore what | am suggesting is this:  we
propose protection i order to enable the steel industiy to tide over this
exceedingly diflicult period. A the end ol that period prices may be higher
or prices may be lower. 1 presme, sice there s always a luoit to the
duration of the period of depression, that it s quite likely that prices
may hmprove to something like the 1925 lovel. T thot s so, it is rather
untair to the counury that the bhurden invelved should he continued longer
than is necessary in the circumstances.

Mr. Dalal —Then sliould not there he provision for automatic off-setting
duties? As it is protection should continue but at the end of seven yeass
there should be a further regular coquiry.

President.—1 understand your point. The ciremmstances with reference
to which | am considering this question are these: we have been having this
depression since 1929 and you will find from Chapter JIT that all the losses
that vou ave speaking of there ave losses that vou have iucurred sinee 1929-30,
practically the whole of that, 1929 is the beginning of this period of ceneral
depression.  As far as one can judge at present, there scems to he a some-
what upward trend in prices which may continge or may not continue.
Rut for the period of this enquiry it is likely that this upward trend may
continue. 1 am administering not protection but discriminating protection
and therefore T think it would be fair to the cengumer in this coumtry if
an opportunity were given for a review of the whele position at the end of
a period when we may reasonably expect this depression to leave and we
therefore suggest n shorter period than seven for a regular enquiry and if
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prices are still continuing to your disadvantage theu the whole question
can be reviewed again, But this period of seven years has no meaning.

Mr. Dalal ~~Tt is neither too long a period nor too short but such as would
enable us to set our house in order and be in a proper position if protection
was to be dispensed with,

President —1 tried to imagine myself dratting those parts of the report.
I want to make a suggestion to Governtment which 1 can back up by argu-
ment.  Supposing my colleagues and T decided to recommend that protection
should be granted for seven wyears, we should find it difficult to draft that
paragraph upholding that position.

Mr. Dalal—What about the possibility of a steel company or any new
works coming into existence it yvou fix protection for such a short period
an five? .

President.—If vou are thinking of another steel concern, seven years
won’t do. You won’t get avnother industry going in seven years. 'Things
are so frightfully uncertain. 7The orgauisation of the steel works would mean
three years, [Tt yvon are thinking ol znother stec! indusiry you must take
at least 10 years or as in the case of the sugar industry 15 vears. T don't
understand what is behind this seven vears.

My, Dulal ~——With provision for automatic adjustment of duty we thought
that a period of seven years would just he the proper period for such a
regular enquiry, hecause such enquiries ahwvays have somo unsettling effect
on husiness. That is inevitable in the circumstances. Therefore vegular
enquiry at the end of a short period would be suicidal.

President —The only argument that 1 can think of 18 that it is esseutial
that certain capital improvewments should be undertaken. 1 do not know i
the steel company is in a position duving the unext few years to go into
the open market and raise shares or debentures for the purpose of financing
capital improvements. Failing that the only way in which capital improve-
ment is financed is by depreciation and you require a period of seven years
to raise finance neccessary for carrying ont the capital programme that you
have proposed. That as far as I ean understand is the only argument, which
ts not found anywhere In your vepresentation, which substantiates the pro-
posal for protection for a period of scven vears.

Mr. Mather—DMay § call the attention of the Board to the importance ol
considering not mcrely the selling price but also the manufacinring costs>
We can foresee technical improvements by way of additions to the plant
and <o on 1o the extent indicated by our programme sot ont in Statement 19,
Itowill take us seven years to provide finance for that from depreciation,
I don’t feel that it would serve any useful purpose for us to attempt to sec
further ahead than that from the point of view of capital expendiiure. 1t
s difficult Lo set out a usefnl progranime mvolving another two or three
crores of Tupees which conld he spent on 2 sweel works in certain hypotheti-
cal conditions: the time when that additional expenditure would hegin to
he requived is so Iar ahead. 1 think it is foo long a shot to try. Another
matter is partly linked up with the eqnipment: we want a further period
i whicl we can teel that we can go ahead with cconomising and improving
our aperating efficiency. with some cectainty that we should he able in
conjunetion with prevailing jwport prices to get an adeguate return for our
shareholders for the efforts made.  So Jar as the question of capital expendi-
ture is coneccerned T think it wonld be tmpos<ible now, and T think it would
be still more impo=sible if protection is granted for a limited period of four
or five years, to go into the market and raise this money by means of shares
for this company. T think the Company would have very great difficulty
in raising additiona]l capital. 1t conld onlv be ordinary capital; it counld
not he preference shares, ot which there is alroady a total of Rs. 74 crores
with 8} crores of dividend in arrear. The ordinary shares are below par.

President.—Can you gase further dehentures?

Mr, Mather.—1 can't promise.

President. --At B per cent ¥
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Mr., Mather.—Tt is doubtful.

President.- -We allow a rate of 8 per cent. on your fixed capital expend
ture, whether that fixed capital expenditure is financed by means of share
capital or by meuans of debentures. That is what we have done in the past.
W have not taken into account whether the fixed capital expendilure is
financed by share capital or by debentures. Supposing we allowed a rate
of 8 per cent. which is given either to the shareholders in tho way of profit
or to the debenture holder in the way of interest, it is the return that you
world get on vour fixed capital expenditure as distinct froam your short
term.

Mr. Mather—Yes. You have to realise that if we raise money by
debentures, we have to provide a sinking fund and we have to redeem the
loan itself.

President —When 1 suggest 8 per cent,

Me. Maller.—Let the vate of interest be 8 or 7 per cent.

Iresident.—Supposing the tate of interest is 7 per cent., vou have a
margin of one per cent. for sinking fund,

Mr. Mather—71 don’t think we conld count on raising a large additional
amount on that margin.

President.—T am sorry | interrupted you. The point you would like io
mention is the suitability of the period of protection from the point of view
of raising the necessary f{inances.

Mr. Mather—That ix one factor. May 1 suggest another thing abount
the possibility of raising money by mecans of debentures. As you know, this
Company has at present ahout £2.000:000 debentures outstanding. Tt has
other suhstantial loans outstanding.  We ave not in a position of heing
free from that. We are in debt tn the tune of abaut Rs. 4 croves to-day.
Tf we go and raise further debentures, it wonld he hardly worth while for
a programme of this kind to raise anything nnder Rs. 3 erores.  We should
then have a debt of Rs. 7 croves. That would mean we should be very very
badly hit if we ran into any kind of cmergeney. T should feel very nncorfort-
able about the financial stability of the Company if an emergency arose on
the top of such a heavy burden as that.

President. —-The position thai vou are trying to get at is there is no
possible way of financing such capital improvements except hy providing for
sinking fund?

Mr. Mather—T should not regard. this industry as ¢ self supporting ’ to
use Mr. Natesan's phrase, it it ‘had o debenture loan of Rx. 7 crores for a
further long period.

President —If you look at statement 19, this is your capital programume
which vou have mapped out for a period of seven yvears. T ghould like to
get some idea, if the Compauy considers it possible. of the period of time
required for the introduction of the main stages in this capital expenditure
programme. T don’t mean to sugaest that you ought ta tell us definitely
the approximate date for each particular item of the capital programme.
All that T am concerned with is T should like to kuow approximately when
the main stages in the capital programne are likely to be carried out. Are
vou in a position to tell us anything about it?

Mr. Maiher—What we conld do is to tell yeu which of the items we
nropose to deal with in the very near future on which we are already work-
ing or have definitely planned to start working and to give yon as good
an ddea as we can of the date on which those particular items are likely to
come into cperation.  We will then tell vou that it now <eems probable to
us that the move important of the remaining items may he taken in such
and such ovder of priovity.  You will of course understand that anv pro-
cranme will naturally be subicct to reconsideration from time to time when
we get to the further stages, We wil do our hest {o @ive vou mformation
o those Jines,  We will send vou a statement on that.

ic
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President —1 will get on to paragraph 33 where you have given your esti. -
mated average output. These outputs have been estimated with reference
to two factors. One is the demand in the market and tho other your capa-
city. As far as your rails, fishplates and sleecpers are concerned, the
whole thing has been estimated with reference to demand ?

Mr, Mather.—That is right.

President.—That is to say 80,000 tons of rails and a corresponding amount
of fishplates and the sleepers you fix at *10,000 which is hased upon the
average demand for sleeper bars during the last six years.

Mr, Mather.—Yes.

President.—As far as our own attitude towards this figure you have taken
for rails, fishplates and sleepers is concerned, we have addwessed the Rail-
way Board on the question of the demand that is likely to arise for rail-
way materials of the kind that you make. We have not yet received a reply,
but the figure that we take will of course be based very largely upon any
figures that they may give us. With regard to structural sections, the
estimate is 117,000 tons. Qut of that the new rail mill will account for
80,000 tons, the merchant mill is 35,000 and the old bar mill 2,000. As
far as bars are concerned the total is 80,000 of which the werchant mil
would account for 75,000 and the old bar mill 5,000.

Mr. Mather~—Yes.

Presilent.—As fav as structural sections or bars are concevned, the whole
thing has been estimated with reference to capacity because the demand
may be assumed, With regard lo plates your capacity is 50,000. The
estimated demand is 35,000. That is to say the demand has been the main
factor?

Mr, Mather.—Yes.

President —This 85,000 tons is the avevage demand during the years
1931-32 and 1932-337

Mr. Mather.—Tt is slightly more, bul it is substantially the same.

President.—1f it were necessavy for yon to raise your output in the
plate mill to 50,000, have you got the nceessary auxiliary equipment?

Mr. Mather.~—Yes, within certaiz limits, we could raise our output to
50,000 tons a year. In fact the production figures which we are sending
you month by month will show that in recent months we have produced more
than 4,000 tons a month for a few months in succession. We have produced
at the rate of 50,000, hut when correlating this figure with the total demand
for plates in India, it must he borne in-mind that our plate mill cannot
roll more than 7 feet wide. There are certain limits of size within which
we are definitely held by our equipment so that it is only at a time when
the demand for plates within onr sizes is abnormally high that we can rall
4.000 tons a month.

President —You ave working the plate will to capacity?

AMr. Mather—Yes, On that score [ may say that the increase in the
demand for these relatively light and not very big plates which has occurred
during the Jast few months has come as a very great surprise to us. We
anderstand from one of the engineering firms that has been in the field for
a much longer time than Tatas that thiere has never been within the re-
colloction of that firm as big 2 demand as during the last few months.

President.—The reason being?

Mr, Mather—Jt is rather difficult to ascribe any veason. One is a
sudden increase in the comstruction of oil storage tanks in Tndia. T think
the sugar mill construction is taking direetly or indirectly, most of it
indirectly.

President.—You mean plates for their machinery?

Mr. Mahindra.—As far as 1 can find out, plates are required for general
epair work hy railways, Ruidways have taken large quantities of plates,
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President.—The present abnormal increase in dewand is due to the
demand from railways in respect of repairs?

Mr. Mahindra.—Yes. That is not for new work, but mostly for repair
work,

£resident —For what purpose do the railways require these plates?

M. Mahindra.—For wagon repairs.

President.—Not nccessaiily fow hridgework s

Mro Mahindra,—In very swall guantitics {or hridgework, hecause ovders
for anost of the bridgework come to ux through engineering lirnns.

President.—The demand for new wasons apparently has not inereased?

Mr. Malindig.—No.

President.—1 suppose it would not be altogether right for ns to assume
contmuance of this demund?

Meo Mahindra ~—1t s very Jifficult to say.

President.—1 cannot uvuderstand why a repair programme o ihis kind

) . f prog
shonld arvise so suddenly.

Mo M indra- -V enquired frowm the engineering firins exactly on the
sane point, They themselves cannot say why such a large demand has
come on the marker, There s another factor which might cexpliin parve of the
demand.  That is, for a nnumber of xcars there was an impression that
Tatas’ plates woere not suitable for the construetion of barges. launches and
other river crafts, ete.

Presideat,—Wlhat we ¢oll shipbuilding, i India.

Mr. Mahindra —Yes, During vhe last fevs months they are lreely buying
plates for this purpose. One of the rveasons 1 helieve is that plates are
available easily as well as a little cheaper.

President. ——That is a factor which we muay assume would persist.

Mr. Mather.—-1 think so.

President—Have you taken that into aecount in your estimuate of 335,000
tons® 335,000 is hased on the demand of 193132, and 1932-33,

Mo Meatlier —=33.000 tons i rather higher thaw the total consumption
of all plates in cither of those two years.

Presidvnt,—Un 193233 i+ was 34,000,

Mr. Mather. - Yes aud (he vear hefore 312300 tons. Al sorts of plates
incInding those which were formeely hmported are included in these figures.

President. -The only factor with; veference to which we can alter the
demand is the demand hy the railwavs.  That is not inclnded in the imports.

My, Malher.—Presumably the repairs on the present scale were wnot
condneted before.  They were rather inclined to serap a wagon or to seud
it to some place where they have a lighter «ervice.

President —That s a point which we will take up with the Railway
Board. Ansthing else in the demand for plates?

My, Mabindra.~~No.

Prezident. Now we come to the sheet har and billet mill.  Including
the surphis, that is to say, vour cstimated outpnt including what you sell
outside, 15 350,000 tons.

My, Mather.—-Yes.

Eresident. OF which 90,000 tons you sell outstde and 260.000 tons s
nsed in the works.

My Mather. Yex,

President.—-This 90.000 tons which you sell outside is composed partly
of tinbars which you sell to the Tinplate Compang and the other 30.000 to
Mr. Tudra Singh., What about the railway works at Jamalpur,

WUr. Mather.—We have estimated 60,000 tons for the Tinplate Compauy
and the other 30,000 tons is for other supplies outside iuneluding the rail
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way works at Jamalpur. We have mentioned that in paragraph 35. That
demand will depend on the demand of the East Indian Railway Company
at Jamalpur,

President.—What is the demand there roughlyf

Mr. Malindra.—35,000 tons at Jamalpur. 1 think the highest single
demand was about 10,000 tous.

President.  How loug ago was that?

Mr. Mather.—1929-30 to the best of my rdeollection.

President.—About 25,000 tons vou estimate as the demand you expect
from the Indian Steel Wire Products?

Mr. Malher.—As the average over the period.

President.—If they work to full capacity it is somewhere ab8ut 40.0007

Mr. Mather.—Yes,

President. —They might make 10,000 to 15,000 tons of wire rod and about
20.000 to 25.000 tons for other sections. If vou started with a figure of
10,000 tons and worked up to a figure of 40,000 you would get an average
of 25.000 tons.

Mr. Mather.—At the time this representation, was drawn np, we didn’t
have as much information as is available now.

President. - Anyway for the purpose of estimating yon have taken 90,000
tons as the quantity that von sell outside?

Mr, Mather.- Yes.

President.. 1t means over and nbove what you sell to the Tinplate Com-
pauy ond to the Tndian Steel Works, there-is a surplus capacity of 90,000
tons. . That is the position.

Mr. Mather., —Yes.

DPresident.—That question of course is of very cousiderable importance
first from the point of view of the re-rolling mills in this country, becanse
if any re-rolling mill thinks of using the billets, it will have to come out of
this surplus capacity,

My, Mather.—YXes.

President. —Then of course the second point is, suppose vou found it
desirable to renew the arramgement with the British sheet makers. then the
sheet bar which you export to England would come out of the surplus
capacity.

Mr. Mather.. Yes,

President.  So that from hoth these points of view your surplus capacity
on the shect bar and hillet mill is of considerable importance.

My, Mather.—Yes,

President.—Taking sheets, the estimated output that vou have included
in your table is the total capacity of the old sheet mill and new units.

Mr. Mather.—DPlus a little more for the third new unit which will come
into operation at the end of the year.

President. -What is the maximmm capacity of the old sheet mill?

Mr. Mather.— Tast vear we have made 55,000 tons of black sheets.
We have to remember that some of those mills will be replaced by the
construction of new mills,

President.—What do vou estimate the eapacity of the new sheet unit?

Mr. Malher —1t was estimated to give us an additional 30,000 tons of
black sheets a year.

President.—That would be 2,500 tons a month?
Mr. Mather.~—Yes.
President  You have L think considerably increased the outpnt?
Mr. Mather.—Yes, we have,
STEEL INDUSTRY D
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Pres-irle'nt.—'l‘here s nothing o provent you from naintaining the output
at the figures which you are able to obtain now?

My, Mather.—35,000 tons instcad of 30,000 tons.

President.—The second sheet unit would have the same capacity®

Mr. Mather—When we come to the second sheet unit, there is a very
important consideration. ft will have the same nominal capacity, bheing
practically an identical unit, but the sheets will mainly have to be sold as
galvanized sheets and we arg getting somewhere near the limit of the market
for 24 gauge galvanized sheets which are what we are volling to-dav (net
quite exclusively but nearly exclusively). When we put another unit into
ulperavtion, we will have to go in for & very much larger proportion of thinner
sheets,

Presidest -—Taking that factor into account what kind of capacity would
You assume?

Mr. Mather.—We think we can get abont 25,000 to 30,000 tons.

President.—Out of the second unit?

My, Mather.--Yes,

President.—JIu terms of black sheets?

Mr. Mather.- Tn terms of black sheets of thin gange in which we have
to rvoll a bigger proportion,

President. Taking into consideration the fact that the sheets whiclt yvou
would have to roll hereafter would have to be thinner gauges, vou get a
total capacity of somewhere about 60.000 tons on the new sheei units
making allowance for this greater percentage?

Mr. Mather—-Yes.

President.—When these two new: sheet units have been installed wlat
do you put the capacity of the old unit at?

Mr. Mather. About 45,000 tons.

President.—That gives you about 110,000 tons straightaway.

Mr. Mather.. Yes, between that and 100,000 tons,

President.—The second sheet unit will be in operation next vear?

Mr. Mather.- Not hefore 1935.

President.—Therefore this fignre of 115.000 tons more or less approxi-
mates to that.

Mr., Mather. We have not, in forming an esiimate, assumed a third
sheet unit until very ncarly the end of the period.

President. - T presume from the whole of the statements regarding works
costs that you have not had the third sheet unit in your mind at all?

My, Mather. —No.

President.—1t has not come into your output and it has not come into
your costs?

My, Mather--Just a little in the ontput. The difference at the rate of
5,000 tons for seven years comes to 35,000 tons. That means that the thivd
unit is taken as operating for at least a full year.

]’resiglcn.t.——ll' you allow a margin of 5,000 tons, it is one which vou
may easily reach?

Mr. Mather.—We may or may not.
President.—But it is behaving admirably, is it not?
Mr. Mather.- Yes.

President.—The output has inereased considerably heyond your expecti-
tion?

Mr. Mather.—Yes.

My. Atha.-On the basis of recent monthsethe new mill thould givessnr
output of 30 or 35 thousand ions per year.
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Mvr. Mather—I don’t think that it would make much more than 35,000
tons but more than 30,000 tons certainly.

Mr. Atha.—1t might touch 40,000 tons?

Mr. Mather.—Probably it might touch 40,000 tons in certain years.
There are other things such as breakdowns to be taken into consideration.

President.—Apart from acts of God like that?

My, Wiles.—They are acts of men!

AMr. Mather.—"Thé old sheet mill was sfut down for nearly a month duc
to breakdown. We cannot entirely prectude the possibility of such a thing.

President. We can anvhow adjust the estimate within a margin of 5,000
tons?

Mr. Mather.— Yes, .

President.-=1f and when the third new sheet unit comes into operation,
vour total capacity in respect of sheets in terms of black sheets would be
145,000 tons?

My, Mather.—Yes, or nearly that.

Presideni —In oihgr words, if the demand in the country for sheets did
not increase over 1932-33 level, you would be siipplying the whole market.

Mr. Mather.—And a bit more.

President.—A trifle more?

M. Mather—Yes. That is why we have not made any substantial pro-
vision for the operation of the third unit in the near future,

President.-- Because of the uncertainty of the demand?

Mr. Mather.—The consumption of galvanized sheets dnring the last 2}
vears has been extraordinarily steady and unfortunately very low, being
barely 100,000 tons excluding the galvamized sheets for Burma,

President. -\What is the average demand from Rangoon?

AMr. Mather. —L think it varies from 10,000 to 15,000 tons. We have
not got the actual statistics for 1932-33. There are two difficulties in our
dealing with that., One is thai freight disadvantage s very substantial.
Another reason is that that market has heen in the habit of using very
thin sheets indeed. When the new unit comes into operation we may do
that, but then the tonnage will go down considerably. With this pro-
gramme unless the market improves above what it has been during the lasi
2} vears—there has heen very little fluctnation— we shonld be supplying S0
to 85 per cent. of the demand of India without Burma,

President.—7 think the position is quite clear as far as that is concerned.

Mr. Mather—Yes, so that this factor has to be bhorne in mind in
regard to these estimates. Tven if ihe mill is physically capable of rolling
another 10,000 sheets, it does not follow automatically we should be able
to make them and market them. We would be very mearly reaching the
limit.

President - On the figures of yonr estimated average output. T take it
that the following mills wonld work to fall capucity. The new rail mill
would work to full capacity?

Mr. Mather.—Yes.

President.-~The merchant mill and the sheet mill would work to full
capacity?

Mr. Mather.—Yes.

President. These mills wonld work to mnearly full capacity: Plate mill
70 per cent., sheet bar and billet mill 80 per cent. and the blooming milt
90 per cent.

Mr, Mather. -Yes.
Prgsident.—The estimated output implies that the old bar mill will bhe
usod®to the extent of 13,000 tons until this is replaced hy the 227 mill?

Mr. Mather.—Yes.
no

<
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_ President,—1 have been trying to compare vour estimated average outpud
with our estimates of the average ontput of 1926, Of course the hig differ-
ence Is in respect of raile?

Mr. Mother.—Yes.

Dresident.—Your present estimate s short of our 1926 estimate hy
115,000 tons, That is explained casily. The same thing applies Lo fishplates
and sleepers?

Mr. Mather.—Yes. N "

President.—As regards structurals, we estimated 70,000 tons in 1926 and
you are estimating 117,000 tons. Practically the whole difference is due to
the fact that the rail capacity is being used for structurals which the market
can absorb?

Mr. Mather. ~Yes.

President.—With regard to bars, we estimated an average of 90,000 tons
against your 80,000 tons, which T take it implies that vour bar eapacity is
beitg used for light struecturals?

Mr. Mather.—Yes. The demand for the kind of products which the
merchant mill ean voll comes fairly steadily in the proportions of two-thirds
of hars and one-third light structurals. Tf we roll more bars, we must do
less light sectiong.

President. ~—¥t is in relation to the output that you estimate for struc-
turals that the output for bars has got to be explained.

Mr. Mather.-- Yes,

President.—Tn plates, of course; there is an increase of 5.000 tons. Tn
tinbars and billets we estimated 50,000 tons against vour 90,000 tons.

v, Mather.—Yes.

President.—This is dne to the demand of the Indian Steel Wire Prodnets
and sumilar enterprises?

My. Mather—Yes, and the possible consumption of the Tinplate Com-
pany which is rather more than was anticipated at the time.

President . —As far as sheet is econcerned, there is an inerease in your
capacity.

Mr, Mather.—-Yes.

President.—TIn paragraph 38." vou 1make a statement which T do not
pretend to understand. You say that the Company’s view is that as far as
ordinary sales for export are comcerned, they are outside the purview of a
protection scheme. Personally T don’t see why thev are outside the protec-
tion scheme, 1 do not in the least know to what these ordinary sales refer,
I have not got any information about it, hut thev certainly must imply
inereased output which has a reaction upon costs and the surpluses that vou
earn herc on your cxported material must affect the measure of assistance.
If there is a possibility of exports continuing. the surplus that vou get on
that we have to take into account. Then, there is the further consideration
that the export of steel produets would not affect the capacity of the re-
rolling mills, The ordinary sales for exports have a very mnsidox:uhle bear-
ing in my opinion on the guestion of protection and I should like to get
every possible information about them.

My, Mather. “We have not sold anything at all recently.
President.—What is 1t that vou sell?

Mr. Mather. ‘We did not sell anything for export prior to the latter
part of 1931-32 \\:hm\ we sold a certain amount of sheet bar and tinbars
wmainly to the Tnited Kingdowm and to a small extent to Japan.

Presiden{.. What are the quantities?

Mr. Mather. “We have sold about 20,000 tons in all.

Presidenf —Qver what period?

My, Mather— We actually arranged the safs over a persod of four
months, The delivery was spread over a period of 6 to 8 months,



47

President.—That was in 1932-33%

Mr, Mather. End of 1931 and begiuning of 1932,

President.—To whom did you sell?

Mr. Mather. Tinplate and sheet makers in the United Kingdom. Also
a small quantivy to Japan.

President —At about the same time?

“Me. Mather, =Yes. During the latter part of last year, we sold about
1,000 tons of billets to Japan.

President.. Have you any orders lor the current year?

Mr. Mather. No.

President.—Approximately at what sort of price?

Mr. Dalal, - Very low price.

Mr. Mather.—There is a small part of the Japanese order which is
awaiting completion.

President. Measured by hundreds of tons?

Mr. Mather.—Yes,

President.- 1s ii the intention of the Company, if suituble orders arise,
to continue to export?

AMr. Mather. Not unless we have surplus.

President.—Tf you have a surplus capacity in your sheet bar and billet
mills, then yon get a surplus of 5,000 tons which would he worth while
exporting, :

Mr, Mather.—Yes.

President.-—If there is any surplus, L think the exports will continue
apart from any obligation¥

Mr, \Dalal.—1 think we may submit that this is a comparatively minor
part of our operations, At that time there was no great or profitable market
for our materials but when we get a markel in the country itself it would
almost certainly be more profitable to sell in the country than export, apart
altogether from any such arrangement as the Ottawa agreement which we
have entered into. I don’t think that, the possibility of exporting may
be taken into very serious consideration.

President.—What amount of surplus on an average did you gel over
these exports other than under the Ottawa agreement?

Mr. Mather.—T should cstimate that we lost about Rs. 1 Jakh on the
whole. We stopped the Tnited Kingdom business because of the competi-
tion from the Continent.

My, Dalal.  Although it has rveceived a great deal of publicity, it is not
an importunt part of our business. Tf we have any demand in the country
itself and if there is no surplus, there is no question of exporting semis.

President.- -What price did yon get on the Japanese sheet bars?

Mr. Mather.—They were billets 1 think.

Mr. Dalal.- -Rs. 56 or Rs, 38,

President.—1s it {Lo.r. Tatanagar?

Mr. Dalal.~-F.0.B. Calcutta.

President. —That would be about Ry, 31 fLo.r. Tatanagar?

Mr. Mather. 1t costs Rs, 5 to put it on hoard.

President.—1t conmes to Ry, 52,

Mr. Mather.—At that time, our costs were higher than they are now.

President.—Thar does not sound an attractive proposition?

My Mather. Noj; the profit would he small.

Presiden®. You have not exported sheet bar io Japan so that Japan
may send galvanized sheets to Tndia?

M. Dalal.—Tt is billets that we sold.
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Mr. Mather—-There was a small quantity of tinburs but mostly billets.

President- Al the supplies which have come into ihis country from
Jupan are finished galvanized shieets, apart from wire and wire nails?

Mr. Mather.—Yes.

President~=You gave them billets at Rs. 38 fob. AL what price s it
landed in Japan? .
Mr. Mather.- Freight is calculated at about Rs. 12 T think.

President —1 should like to have some more detailed information on
this, [ do not get any information on this from your represcniation but
| have been rather worricd over this question of steel products coming into
this country irofn Japan and the extraordinary price at which Japanese
products have been sold, whether there is any truth in the contention that
the policy under which the Steel Company in Tndia ships semi-finished
material at practically works costs 1o importers like Japan, helps Japan to
compete with steel products ju this country, not merely with you but with
other industries like the wire nail industry?

My, Mahindra.—We will supply you with detailed information and you
will see that it 1s a very small amount,

Mr. Mather.—You will find thut these ‘ordors for biilets were mainly
towards the end of 1932, at a time when Japan was supposed to be laying
in stocks of material in case of trouble in Manchuria and the price they
paid us appeared to be high as compared with the price of billets from
the continent.

P'resident. -The depreciation of the yen exchunge musi have put up the
cost of steel imported into Japaw at the end-of 1932 when the depreciation
had reuched a level of &) or 90. Tf!they imported in the end of 1931 the
position would have been diffevent. They laid by their supplies of cotton
at the end of 1931 but they got their billets at the end of 1932, I do not
think it wonld have heen u very economical proposition for them. I should
like to get the information. Give me a complete statement of the exports
of steel, other than under the Ottawa agreement, quantities of the kinds
of steel and the prices and the dates.

Mr. Dalal.—We will supply vou ‘with the actual details.

President.—You refer to the question of the sales under the Ottawa
agreement. 1 think I had better raise the whole question at this stage.
The position under that agreement as far as T can gather from vour memo-
randa is that the British steel industry has apgreed to take a specified mini-
mum guantity of pig iron?

Mr. Dalal.—22% per cent. of the free market subject to a minimum of
70,000 tons a year.

Mr. Mather.—That is basic iron and not foundry iromn.

President.—As far as the export of pig iron is concerned you have been
able to export over a period of a year more or less a minimuwm quantity
specified ? '

Mr. Mather.—Yes.

President.—And as far as the working of the arrangement is concerned
there has been no practical difficulties?

Ar. Dalal—0 may mention that a further development has taken placo
since we wrote that memorandum to you, and that iz that we have received
friendly notice from the pig iron makers of the United Kingdom of the ter-
mination of the agreement on the expiry of six months’ notice. They have
chosen to give ns this notice with a view to arranging some modified terms
if possible.

President —This pig iron arrangement, that aho started from Novem-
her Ist. 1932, and continues for 18 months subject to a notice of six months?

My. Dalgl.-—Yes.
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President. - The particular terms which from their point of view call for
modification have not been stated?

Mr. Dalal.— They have said that the terms should be less onerous.

Mr. Mather —The presunmption is that they will want us to accept a
lower quota than 70,000 tons. Kither they want us to accepl a lower guota
than 223 per cent. or a lower minimum than 70,000 or both.

President.—Tf the quota was reduced then the position might be more or
less the same as it was In previous years.

Mr. Dalul.—We have ohjected to the reduction of the quota mainly on
the ground that the manufacture of steel in the United Kingdom and
consequently also presumably the manufacture of pig iron has ulw inereased,
Therefore our minimmm should he maintained.

President. —That is not a matter which we are in a position to consider
at all. At present the position is that there is a proposal to modify the
terms of the agreement as far as pig iron is concerned?

Mr. Dalal--Yes.

President.—As far as sheot bhar is concerned, the position under the
agreement is that the Tndian market should be supplied in ihe first instance
as far as possible by sheets which you manunfacture at Jamshedpur, and then
sheets manufactured in the United Kingdom out of Indian sheet bar?

Mr, Dalal.~-Yes, first onr manufacture,

DPresident.—-Then whatever is lcft over is to he supplied by sheets manu.
factured in England out of Indian sheet bar?

Mr., Dalal. Yes.

President.—Up to a specified maximum?

My, Dalal.—Yes, 7,000 tons.

President.—7,000 tons of sheet bar or 6,400 tons of sheets?

Mr. Dalal.—Yes.

President.—Actually you have heen able to supply 2,500 to 3,000 tons
a month?

My, Dalal.—The average is 2,500 tons.

Dresident. -A supply of 2,500 against the proposed maximmm of 7,000
tons? That is the position¥

M. Dalal.—Yes,

President.- ~There is a hig gulf hetween the actual supplies and the pro-
posed maximum. That js explained from the point of view of the British
industry on the ground that your sheets arve not suitable for thin gauges?

Mr. Dalal.- That was not the position taken up in the bheginning,
Then we were asked mot to send bars to make sheets of thinner gauges
than 26 which we agreed to, but even in the sheets of 26 gauges there has
heen a cortain amount of tronble and even with regard to 24 gauges it has
been stated that all the bars that were sent were not suitable for the
manufaciure of the many different kinds of specifications that they receive
in respect of sizes and foot weights. They receive specifications of many
different kinds from different people and our bars are not suitable for
manufacture to all such specifications.

President -~When a dispute of that kind arises, under the agreement
is there any provision for settlement by arbitration?

My, Dalal.—We don’t say that it is a dispute and it is very hkely that
such is the position.

President.—Under the agreement they are compelled to take only sheet
hars suitable for their purposes?

Mr. Dalal - Yes.

President.—And the questibn of suitability is settled by the manufac-
turer?

Mr. Dalal.—There is a provision regarding arbitration also.
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President.—Has that been resorted to?

My. Dalal.-—No. It would be very dificult. The order may be so small
that it may not be suitable for us to roll bars of that particular kind
merely for a small order.

President.—Ts it the composition of your
sion?

Mr. Dalai.—Tt has nothing to do with the chemical composition. On the
other hand our bars are supposed to be very good.

I, Mather.. -For all purposes for which they l:
very satisfactory. We have not had a single complaint about the qua
of our bars.

President —1If it was considered that Tndian sheet bar was not suitable
for gauges thinner than 26 . . . . .

Mr. Mather.- There is no indication of any kind whatever.

President.—1 gathered from your note that they considered it unsuitable
for gauges thinner than 26.

Mr. Dalol.—Not on account of quslity but of the normal sizes which we
do not roll.

President —That can be adinsted from your poini of view?

Mo, Thidal. ~When T was in England last hot weather we had some dis-
cussion on it and Mr. Summers promised to look into it, and since then he
has tried to see Lhat the proper percentage of bars is utilised.

President,—When was it?

Ay, Dalal. -Last April.

President.—At any rate the bulk of the difficulty arose before May 1932
and the position has improved since then.

Mr. Dalal,- We have had na particular cause of complaint since then
ye are some things such as the fact thai we cannot send 100
ars for manufacture of all kinds of sheets reguired in the
Tnited Kingdom even of the standard gauge. That is a difficulty which
cannot be entirely remedied. Tven if they do specify such bars it would
not pay us to roll them for a small order of say 20 tons for an unusual size.

President. Tf you average your shipments of sheet bars since May 1933,
vou would get a belter figure than 2,500 tons.

. Dalal.—1 don’t think so because by that time the season would

sheet bar or is it the dimen-

1ve been used they dre
ity

except that the
per cent, of onr b

have expired.

President. —What is the season for sheets?

Afr, Dalal.—Most active scason is March, April, May and June.

President. You state in your memorandum  that the operation of the
its commencement with certain serious practical
Jdifficultics. the first being that the feeling in the market that the duty on
British sheets was going to be lowered led to deanlers for the time being
holding off the market with the result that in order to dispose of your out-
had to offer suficiently attractive prices to dealers and you lost

agreement was attended in

put you
on your realisations,
V. Dalal—And a large consignment of British sheets was also received
at that time.
President.-
agreement was conc
the advuntage of price. .
My, Mather —That is right.
P']‘P.\“l'({("nf.——\vc as a Board are naturally averse to ([iscussing gquestions
importance in camera unless of course 1t becomes absolutely
necessary. Can vou tell us precisely the aspechks of this question the dis-
enssion of whieh you think in the public intercet should be Wd in eaniom?
ALy, Dalol—'There is nothing particnlarly secret about it excepl that as
we are still carrying on negotiations fore an extension ol this arrangement

~That wus the shipment of sheets whiclh was sold before the
]v 9 . . .
luded and which therefore came in with the prospect of

of pnblic
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over a further period, we are not particularly anxious to go into any dis-
putes and things that may have arisen between us and them. .

President.—That question of imitial difliculties is a question which you
would rather not discuss in public?

Mr. Jalal., Not to any more detajled extent, as it does not serve any
useful purpose.

President.- -Whether it serves any purpose or not is for us to settle.
What | am treing to understaund is the statement that you make here
that “ this feature of the Compauy’s operations may be left ont of account
in considering the protection required in the future . That straightaway
brings this question withm the purview of the Tariff Board aud it is very
necossary that we have clear ideas as to the presenti positien. [ will tell
vou what we might do. We will discuss the general points in connection
with this and if there is any point on which you feel that you would rather
not make a public statement you might say so and we will reserve that
point for a confidential discussion later on. Will that suit you?r

M r. Dalal.—Certainly,

President.—I understand from the figures which have been given to us
by the Tinplate Compauy, that a certain amount of galvanized sheet is
rolled by them.

Mr. Dalal.—Yes.

President.—What exactly is the position as far as that is concerned?

Mr. iDalul.—We had a previous agreement with the Tinplate Company
wiill regard to the rolling of these sheets. That matter was unfortunately
lost sight of at the time when we negotiated this arrangement with the
Oriental Steel Company and there was a certain amount of dispute between
the Steel Company and ourselves as to whether this didn’t to that extent
injure their interests in the anatter of the sheets which they were to roll
from our bars, by diminishing the quantity which would be available to
them after supplying the demand from our own production.

President - “That was also one of the initial difficulties?

Mr. Dadal.—Yes,

DPresident. . Are they rolling any now?

Myr. Dalal.—Not. at the present moment,

President. —You have not been supplving them sheet bars now?

Mr. Dalal —No. The agreement expires on the 8lst March, 1934.

President. “There is one other point which is of a general nature under
the terms of reference. We are asked to review the protection granted notl
merely under the Steel Protection Act but also under the Ottawa agreement.
The guestion of the duties under the Ottawa agreement are subject to con-
sideration hy this Board in this enquiry, What is the Company’s feeling
taking into account the increase in the sheet capacity of the mills? Is
there room now for a continuance of the agreement?

Mr: Mather. So far as we can make out. considering the present
demand, considering the increase in our own capacity and also considering
the measure of the protective duties that we ourselves propose, in future
there van be no room for an arrangement of this kind with different duties
on sheets made from our bars and sheets made from British bars. Tt seems
to us from communieations received that they are also of the same feeling.

President.—There is no room. That 1 expect is a matter which is under
negotiation between the parties.

3r. Mather.—The negotiation hetween us merely refers to the continna-
tion of the present agreement which s due to expire on 3ist March, 1934,
until such time as the new duties come nto force.

Pretident.—Tt is mot matter which we, as a Board, could consider,
i would ngt bave referved to this question, but for the fact that the
dutiex under the Ottawa agreement are subject to considerations by this
Board. Now whether under tha circumstances of the Steel industry in this
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country and of the Steel industry in the United Kingdom there is scope
for a further rencwal of the agreement, that is to say renewal beyond
1334, s a matrer which this Board canmot possibly settle. 1t s really
outside onr understanding. It is a matter which has got to be settled hy
the industries of the two countries, But the position may arise this way:
supposinge the parties decide to renew this agreement, then on the basis ol
an agreement, what precisely wquld be the duties that this Board would
consider suitable for galvauized sheets?
- Meo Muather. -On the basix of the agreement.

President —Supposing, for example, in Qctober, 1934, s the result of the
discussions between the two parties, the agreement whs renewed for a further
period ? .

My Mather. -That would depend upon the duties fixed under the new
Act,

FPresident ~—Not necessarily.

Mr. Mather. -Jt seems to me to be nnavoidable.

Wr. Dalal.—Apart from the duties how can any agrecement be possible®

Lresident ~-Tiet us try and work it out. The way in which the present
duties were calculated is explained in the Ottawa Delegation Report. As I
take it, the whole hasis of the dnties that have been proposed for the British
galvanized sheet is that a fair f.ob. price should be secured to the British
manufacturer and he agrees to sell at that price. That price ris £10-10-0.
If we start from that figure, ¢10-10-0 f.o.b., add all the necessary charges,
vou get a certain figure landed without duty in India. We take your fair
selling price not at Tatanagar, hut ax adjusted at the port; the difference
hetween these two would be the. duty on British galvanized slhicets,

Mr, Dalal.- Would you have to go into the question of this figure?

President.— £10-10-0 was the figure which was taken by the Ottawa Dele-
gation as late as September, 1932.° If it became necessary for us to suggest
duties on the assumption that something like the present arrangements
continue, it would not be far out to take a figure which was accepted as
vight for that purpose as recently as Scpiember, 1932

M. Dalal.-—That iz fixed by the Ottawa Delegation. We are unot aware
on what calenlations that figure was arrived at.

President. - As a matter of fact nothing very much turns on it, becuuse
the whole basis of the agreement would be that if €10-10-0 is not the fair
price, the British sheet maker under the agreement is compelled to sell at
a price not less thau that, If they do whether it is a fair price or not¥

My, Dalal—1 don’t suggest that it is not a fair price.

President, --You take any price you like, The whaole point is if you
-proceed on the basis of a certain price and if ander the agreement that
price 1s accepted by the parties, that is iv say if he doesn't sell at a lower
price, the duty goes up under the off-setting arrangcment,

Mr. Dalal.— The essential part of the arrangement is that he would have
to sell at that price.

President.—The sanction for that is the off-setting duty.

Mr, Dalal.—Yes.

Mresidenl.—What I am suggesting is, 1f vou start with a figpure of £10-10-0
and if under the agreement that {gure is nccepted ag the minimum price
for sheets imported from the United Kingdom, that is to say if it is sold
at less than that price, the off setting duty will come automatjcally into
operation, then it seems to me that your interests are sufficiently safe-
guarded.

Mr. Dalal.—Yes, so far as we are concerned.

President.—There is no other interest arising. It will sufficiently safe-
guard you?

Mr. Dalal.—Yes.
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President.—(f a duty was fixed on that basis, as far as the interests of
protection are coug crne(l the position would be quite all right.

Mr. Mother —Tu order to make the schewme of any utility to us, apatt
mercly from safeguarding our interest in respect of golvanized shects, 1t
would be necessary that the price should be sich as to enable them to use
our bars at the cost at which we are able 1o supply.

Mr. Dulal. -The profit that we derive {ropw selling our bars is so very
narrow that whether such a thing is practicable or not would entirely de )end
upon the duties.

President. We have got to gather some ideas om rthis question. We
cannot leave it in that indeterminate condition.

Mr. Mather. We have to work it out. Supposing we suggczt 12 or 52,
on some fignure fike that we have to work out.

President —Rs. 12 won’i help us. The point is this: you suggest a
uniform duty of Rs. 42, There is one way of fixing a margin of preference.
that is to say to take Rs. 42 as the minimum and whatever you arrive at as
a fair margin of preference may be added on to Rs. {2,

My, Mather.—Yes.

President. --That is not the most satisfactory way of working it out,
because it mav be quite possible to levy a lower duty than Rs. 42 on sheets
coming from the United Kingdom and vet have the interests of the Indian
industry sufficiently sateguarded. If that were possible a uniform duty of
Rs. 42 would place an unnecessary burden on the Indian consumer. Therve-
fore we have got to consider how csactly the differential duty has to be
waorked under this agreement.

Mr. Mather.—1s it your idea that we should work it more or less on the
same lines ax under the presenl arrangenment?

President. By way of illustration let us work out the sheet bar. Your
fair selling price at Tatanagar is Rs. 185 at port.

Mr. Mather.-=Yes, on all sheets.

President.—Rs, 156 at Tutanagar and Rs. 185 at port?

My, Mather—Yes.

President,—Tet s assume that we have fixed a scale of duties which
will allow British sheets to be imported iuto India at Rs. 185 at port.

My, Mather.- -Yes, including the duty.

Fresident. -1i sheet is made in the United Kingdom out of Indiap sheet
hars, that would also be sold at that price. We can start from that.

Mr. Mather. ~Yes.

President.—In order to get the corresponding price for sheet bar deli-
vered at works in the United Kingdom vou have to work back from this.

Mr, Dalal.—There will be no margin left.

President.— Let us try it. Landing charges, as you take, are Rs. 27
Freight to Tndia is aboui 20 shillings.

Mr. Mather —25 shillings or Rs. 167,

President. That gives us the price foh, TUnited Kingdom port.

Mr. Mather- Rs. 195 for landing charges and {freight.

President.—What is the conversion cost in the United Kingdom? You
must have figures about it including the f.0.b. charges.

Mr. Mather. -Qurs is £6-5-0 taking the spelter as it was in the middle
of last year.

President.—What is that in rupees?
Mr. Mather.—Rs. 83},

President.- Those three mems deducted from Rs. 185 would come to
Rs. 82:9. Let us take 1t at Rs. 82.

Mr. Mather.—Yes.
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1’rc§id{mt.- -Rs. 82 is ithe price of 1-12 tons of sheet bur delivered at
works in Fugland.

Mr. Mather. -Delivered f.o.b. English port.

Presudent.—From that you take 1/9th as the cost per ton of sheet bar.

Mvr. Mather.—Yes, it comes to Rs. 78:1.

President.—What is the freight?

My, Mather.—18 shillings *or Rs. 12,

President. — Deduct your freight to Tatanagar which is Rs. 5 and that
leaves you Rs. H6.

Mr. Mather.—Yes.

Presidente -So that your estimated price at works for sheel bar is Rs, 56.

My, Dalal.- There are small deductions to be made {or insurance, interest
on working capital, office expenses and so on.

I’resident.—How much would you allow for these deductions?

My, Dalal.—Rupees three for interest on working capital and something
under a rupee for the other charges.

President. So that your estimated works cost for sheet bar is Rs, 56.
You might get about Rs. 5 if it were duty ifree, that is to say if we
allowed sheets manufactured in FEngland out of Indian sheet bar to come
into this country not merely at a lower rate of duty but duty free.

Me. Mather— We would be in the same position esseutially as we are
to-day under the operation of this agreement. That is easily checked in
this way. The preseni arrangement is based on a price at ports of Rs. 215
and Rs. 30 duty. We are working at Rs. 185 Tf ihe price landed in the
Indian port is to be less by Rs. 30 than to-day and the whole duty is taken
off, we would be in the same position,

President.—That leaves you a surplus of Rs. 6 or Rs. 7.

My, Dalal.- <That is why 1 said there is no margin,

President.—lIs there anything to prevent sheets made from Indian bar
from being imported duty free?

My, Dalal.- -Nothing,

President.—1f we started ‘on a fair selling price of Rs.
then it seoms to me in order to make it worth while for
sending sheet bars under the arrangement, it would be mnecess
the imports of sheets made out of Indiaun sheet bars duty free.

Mpr. Mather.—Yes.

PUresident. From your point of view there is no objection to an arrange-
ment under which your sheet bar could be converted into sheets and could
be imported duty free. Supposing they imposed a duty, there would be no
export ol sheet bars,

M. Mather.—Sheets made out of other bars might come in.

President.—What 1 want to ask is, from the poiut of view ol utilising
the suvplus capacity which still remuing on your sheet bar and billet mill,
would you consider it worth while to sell your sheet hars to the extent of
about 2,000 tons a month or something of that sort i you ecan make a
surplus of Ry, 6 to 7 per lon?

M. Dalal.- Yes, if we could make a profit. We liave no other consi-
deration to take into account. Whether there would be a surplus of 2,000
or 2,500 tons a month would depend upon the demand.after our second
extension takes place because that practically accounts for the present
surplus.

at port,
continue
to make

President.- That is not a question into which T ean go. That is a
matter, if the question arose, that the industries would have to settle
among themselves. Supposing the industry came to the conclusion that the
arrangements under the present agreement shonld continue and on that
basis we proposed a suitable scale of duties, onr duties would be, as far as
shects imported from the United Kingdom wmade from foreign bars are con-
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cerned, the difference hetween Rs. 185 and Rs. 156 and exemption from dutios
altogether in respect-of sheets made Sfrom Tndian sheet bar. "That is the only
arrangement under which it would work.

Mr. Mather. Yes.

(Continued on Tuesday; the 21st November, 1933.)

President ~-We will start with Chapter V this morning which deals
with your estimated future costs. In paragraphs 39 and 40 vou refer to
certain adjustments that you propose to make for the purpose of estimating
vour luture costs. These adjustments fall under two heads.  First of all
vou tuke the various funds for which provision is made In the works costs
for such expenses as velining, provision of moulds and so on. You want to
adjnst the costs to your expenditure and there is a provision with regard
to the credit to be made for scrap. As regards the adjustment to be
made for the provision of funds for rvelining, moulds and ihings of that
kind, it Tooks to me that there are two guestions which arise for con-
sideration. We take the January to June (1933) costs as our hasis. We
take the actual entries in your cost statements, January to Jume, 1933,
and see what the figures ure for various provisions of that sort. You
admit the principle that from the figures as they stand in January to
June statement, the excess expenditure should be eliminated?

Mr. Mather.—Yes.

President.—The question that arises there is this, On what basis is the
excess to he estimated? What' vou huve apparently done is to take the
excess in the 1933 costs as compared with the provision under these various
heads in 1925-26. Am T right?

Mr. Mather. That is mot strictly correct.

President —Tow exactly have you made?

Mr. Mather. -On some of the items, provisions are the same as they
were in 1925-26 hul there have heenn fluctnations. The excess which we
have taken is wmeasured by the difference hetween the rates of provision
which were made in the ecarly part of 1933 and 1ight through 1932-33—
the excess of these provisions over what we consider is likely to he actually
required on the basis of onr experience of these provisions in the last
two or three vears.

President.—Tn paragraph 40, vou make the statement that the provi-
sion has been hrought down to the reasonahle margin existing in 1925-26.
That is what gave me the impression that that was the hasis on which
vou have practically framed yonr estimates.

Mr. Mather.—That might perhaps move usefully liave been stated at
some greater length,

President—Your point is that il is not hased precisely on the margin
provided in the 1925-26 costs?

Ur. Mather.—No.

President. But it really is based on what you consider to he a reason-
able provision with reference to actual requirements?

Mr. Mather—That is so. Tt so happens that the provision which we
intend to adopt from April, 1934, onwards in our costs—we do not wish
to changoe in the middle of the financial vear—shows that it will be such
as to give us on the hasis of 1932-33 results only about the margin which
was reported to the Board in 1925-26 and naccepted by the Board.

President.—Would it make any substantial difference supposing we pro-
ceeded on this basis? We take the provision in the costs of January-June,
1933, and compare that with vour aciual exnenditure over a period of
vears umder these heads and then if we find that the average expenditure
over a period-of vears is lower than the provision contained in January-
June statement we cut that out. Tf we proceeded on that hasis—if we
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took the average over a periud of years and not any particular year—you
would consider it fair?

Mr. Mather.- -T should think so. 1 think you might find thai such a
procedure would make a smaller reduction in the case of some of the
provisions than we huve provided tor hecause our costs against some
of these items are less now than they were hefore. Taking moulds, for
mstance, we are making ingot moulds at a lesser cost per ton than four or five
Vil g A . N
years ago . o o

President —From your point of view there would be no objection suppos-
ing we considered that as o more reasonable way of setting out the facts?

Mr. Mather.—No.

President.—In some cases It may be larger; in some cases 1t may be
lower? o

Mr. Mather.—We have no objection.  But what we do feel is that to
take any individual year, say 1932-33) would not necessarily he vight be-
cause 1if you considered onr uctual cxpenditure for 1932-33 only, there
wonld be rather a larger veduction. We bore that fact in mind in fixing
the new rates.

President.—The only point thai ocenrred to me in that connection in
the matter of cxpenditure for these rvecurring expenses is this. If you
take shmply the figures of o particular year, it does mot seem to be
altogether a satisfuctory way. .

Mr. Mather. -No. We don’t propose to reduce the rates of provisious
to preeisely  what would correspond with onr actual expenditure in any
individual year,

President.—1 have not wovked out the vesults ou that basis.  Supposing
we proceeded on this hasis you would eousider that it would he reasonable®

Mr. Mather. ~Yes.

President —That is the first’ question which arises with regard to these
funds. The second question is whether in regard to some or in regarvd
to all these items of expenditure. the proper method of providing for them
is not to charge thent to depreciation, 1t is always a very difficult guestion
and the Tariff Boards in other countrvies have spent an endless amount of
time on the gquestion where depreciation ends wnd where depreciation begins.
These costs cover a very large nwnber ol items  some of which appear
to be not mercly repairs and venewals hut substantial reconstruction. The
question has got to ha considered whether these itemns of expenditure
are not more properly chargeable {o  depreciation. I am not proposing
to discuss that question at this stage. My collecague Mr. Wiles is going to
disenss 1t in detail with you. So, 1 will reserve that point at this stage
and go m to the other elements in your future costs, The second adjust-
ment. vou make 15 for serap. Now scrap is credited at Rs. 20 and the
point is that in the ease of serap which vou sell oatside where yvou are
able to realise more than the amount credited there ought to be a suitable
adjustment, Now taking the figures of 1032-33 1 find vour total realisations
at works for the serap sold outside amount 1o over Rs. 6 lakhs.

My, Mather ~That is more than the nominal rate.

Presidenl —-~The excess over Rs. 205 so that, if that is distributed over
the tonnage of saleable steel in that vcar it would approximately he Rs. 12
hut yon propose to adjust it only to the extent of one rupee.

Mr. Mather. -Quite,

President.--The reason heing that in the case of increased guantities of
serap that yvou might obtain from your new sheet mills; it might be necessarv
to sell in freight disadvantage areas and that it is bad policy that scrap
should be sold in freight advauntage areas in comvetition with good materials,

Mr. Mather—~That is a point on whichh we should he eomcerned to ndimsh
ouir practice if we found it affecting onr huginess.
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President.—Yes, therefore you reduce it to one rupee. Speaking entirely
for myself 1 am inclined to accept this figure as being reasonable because
apart from all the consideratious that you have urged the price of scrap
varies enormounsly. All the figures for scrap that we have received from
railway companies for example show such a large variation that T think i
would be unreasonable to base our cstimate on the figures of a particular
yvear.

Mr. Mather.—Yes,

President.-- So, on ithe whole 1 should be inelined to accept the figure
that vou suggest.

Mr. Mather.—Yes.

Mr. Wiles. =Have yon come to any conclusion about he sounduess of
any policy ?

Mr. Mather, -For the moment we do not propose to make any change
but we are watching very closely. For instance, we may find it a difficult
problemy when we hegin making more sheets.

Mr. Wiles.—Sheet scraps bheing particularly valuable?

Mr. Mather—We can sell sheet serap in moderately Jarge quantities or
have heen selling it in such quantities. Sheet scrap forms guite a large
proportion of our total scrap pnt on the market.

President —Then, we come Lo pavagraph 44 where an unportant question
of the cost of Tabour is raised. The Tariff Board in 1926 wenti in consider-
able detail into this question and L_should like to know precisely how you
stand now in respect of the amonnt of labour that you employ as compared
with the proposals of the Tarvifl Board in 1926, Tf you will look at the 192G
report—T think it is page 26-=the total nmumber of labour employed in
1925-26 was 26,200, That von find an paragraph 42, The Tarift Board
suggested a reduction from ithat of 6,350 and then to the figures so ohtained
they suggested an increase in order to cover the requirements due to the
increase in output and the Tariff Board arrived at a ligure of 23,440 which
should be justified on an outpnt of 60D.000 tons, Tn 1932-33 the total
namber of labour employed by the Compiny was 18,113, The total output
of saleable stecl in 1932-33 was 427,000 tons.- The total quantity of surplus
pig in that year, I tuke it, was 104,000 tans. s that right?

Mr., Mather. ~That is abont right.

President.—That is to say. for a production of 427,000 tons of finished
steel and 104,000 tons of surplus, pig you, employ fabour to the extent of
18,113. The estimate of the Taril Board for an output of 320,000 tons
of finished steel and 149,000 tons of surplus pig was 19,940, That is right*

Mr. Malher-—Yes, on the basis of the output of 1925-26,

President.— The Tariff Board’s estimate is 320,000 tons of steel and
149,000 tons of surplus pig. Therefore the conelusion is justifiable that
vou have reduced your labour force te an extent greater than what was
anticipated by the Tariff Board in 1923-26. Tn pauagraph 36 of our 1926
report. the Board quoted a statement which was made hy the Bourd in the
1924 report: The labonr cost per ton of finished steel at Jamshedpur
is unguestionubly higher than the corresponding cost in Western countries 7.
That  statement was made in 1924 and it was repeated in 1926
and the impression appears still to prevail that that is ihe position; that is
to say, that while yvou enjov the advantage of lower rates of wages in this
country, the guantity of lubour that you emnloy as compared with the
quantity of labour employed by the steel industry in other conntries is
so bhig that instead of labour cost being lower, the labour cost is higher in
this country. Have vou tried to work out the position on such informa-
tion us yonm have?® The noint is so very important that 1 should like to
get a blear idea as to the relative position of the TIndian Stecl industry
and, say, zshe British Ste®l industry not in respect of wages hnt in respect
of labour costs.
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Mro Mather. We have not been able Lo gel any very satisfactory coms
parison hetween our own circumstances in that respect and those of an-
other complete works whether in Europe or in America for the works as a
whole,  But we were able about 18 months ago to make a fairly close com-
parison hetween the nuwmber of labour aud the labour expenditure in the
sheet mill, which you will realise is quite a large part of our works; we
have wmade a comparison between onr mills aud o hwge British mill and
we found that we were emplaying in thie sheet mills on a fairly ecorrect
analysis practically three times as many men as they were empfoyiug at
almost exactly the same total expenditure, that is te say the average
wage per man was onc-thied of the wage paid by the British employer—
I am stating in terms of cost per tou-so that our lahour cost per ion
from the stag® when the sheet bar enters the sheet mill until the time
when the sheet is ready to leave the mill is almost identical with the
labour cost in the British sheet mill. That is the ounly investigation which
we have heen able to follow through in such details.

Piesulent.—We have been atiempling to make certain investigations
on such information as were available to us and T think the conclusion
vou have arrived at more or less tallies, that at any rate the labour costs
per ton of steel is not higher in India than say in typical steel industries
in Great Britain; it may he slightly lower.

My, Mather. T would not go further at the moment than to suggest
that it would not be correct to say that it is substantially higher; whether
it is a lithle higher it is difficult to say but T think we can definitely
claim that our labour costs are not substantiallv higher than those in Great
Britain. Probably there is no'very great difference now between our labour
costs per ton of product and those of Britain and Germany.

President —Ff we arvrive atf the position that considering the handicaps
m respect of Tndian labour and the relutively short experience of the Tndian
steel industry a stage has been reachied when labour cost per ton of steel
in Tudia is not at auy rate perceplibly higher than in England, [ think it
is a fact on which the Tudian steel industry can congratulate ijtself. T
think when we started the Tariff enguiry in 1924 this was the one obvious
fact ngainst the steel industrv, and we have now reached a position where
that handicup bas either entirely or almost entively disappeared. Tt seems
to me rather a zood test for the measure of progress which has been made.
Now, that is one aspect of ite the other aspect is whether in censequence
of further progress in the same direction we should not he justified in
considering substantial veduetion in ‘vour cests as regards the future. That
is a point however which T shall come to later. 1n paragraph 46 you
refer to the gquestion of purchase of coke from outside. 1 take it from all
the statements von have sent in to us thal the position now is this, that
as a result of progressive reduction in the cost of yvour coke the purchase
of coke from outside has bocome inereasingly uneconomical. That is to sav,
it vou take January-Tune (1933) fizures the difference hetween vour net works
cost and the price that vou paid is somewhere in the region of Rs, 2-8-0
which of course is rather a substantial figure. As T work it out 1t means
on the total production an wunvecessary cxnenditure of 6 annas per ton
of steel. We may assume that as a rvesult of the proposed ecapital expendi-
ture on the coke ovens this particular element of extra cost will be eliminated?

Mr. Mather. Not immediately. Tt can hardly be done in less than five
vears in any case.

President.- -The variation in the quantities of coke purchased from out-
side devends, vou moint out, on the production of surplus pig. Tn 1930-31
and 1931-32 T notice a verv c¢onsiderable increase in the quantity of pig
iron produced. The sale of pig in 1931-32 reached a somewhat unusual
figure of 174,000 tons. What precisely was the ceuse of that?

Mr. Mather.—Our own demand was comparatively small. There was a
big extra demand at that time and we were able to sell Iarge quantities.
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President.- 1931-32 was the year for sales to Japan. Tt was somewhere
about that tlme that there was a very high increase in the import duty on
pig 1ron.

Mo Malher—That was very lurgely in anticipation. 1 tlunk the duty
cate into operation in Pebruary or March 1932, Our Japanese buyers
pressed us a» hard us possible for supply and in the month of January
1932 we desputched 17,000 tons to Japan.

President. - Can you tell me from whom jthis coke was purchased by
the Company?

Mr. Mather. We purchased these from three companies, the Lodna
Colliery, the Barari Coke Company and the Joyabad Colliery.

President - You have no contracts?

Mr. Mather ——We made contracts at the end of 1927 or czrrly 1928 for
what we then estimated to be our reguirements for three years.

President, The point | am teving to raise is, the possibility of producing
all the coke that yvou want in yvour coke ovens. Was that hindered by the
contracts”

Mr. Madher. No. The contracts which now exist will all terminate
in about 12 months from uow, two of them in Maveh 1934 and the other
a little later,

President,—Then we come 1o the question of the price of voal which
of course ix a very difficult question in the present circumstances of the
Tndian coal industry.  In the first place we should have to wait for the
development of this restriction schene and then | ogather also apart from
the restriction schiene cconomie -forces tave tended to a very considerable
reduction in the ontput of coal as compared with Iast year, and hoth thesc
factors have pgot to he taken into account.. Faking vour own figures what
wonld you suggest as the fntorve price of coal? Would you say Rs, 51272

Mr. Mather., We do not specifically: suggesi that.  You would be able
very likely 1o Torm an estimate of the future costs for the next six or
seven vears alfter an examination of (the people to whom vou would have
access. but we felt it necessary, for the purpose of calculation, to use
sotne definite Feures into this representation and we thought the simplest
way was to {ake the average of the Tast six vears,

President. ~As a nmatter of Facl yvou are in as good «a position as wo
are for the purpose of estinmting the future price of coal.  As purchasers
and producers of coal you are in touch with the coal industry,

AMr. Moather.—Yes. But remember, Sin. we are not to any appreciable
extent independent purchasers of coal: apart from gas coal our purchases
are practically exclusively made under long terin contracts the prices of
which are fixed antomatically,

President - The prices ave not fixed fignres

Mr. Mather —The prices vary.

President. It really amonnts to this that it is the market price plus
a4 certadu margin?

Mr, Matlier- Yes, n price which may be affected by market conditions.
plus an extra in certain cases,

President.— The dificulty that we feel with regard to the future course
of prices is thal the course of prices in any article is very uncertain and
it would he very difficult even for the most competent authority in this
country to he able 1o say what the course of coal prices is going to be
during the next seven vears and the figure to he arrived at. 1 think
the most suitable way of fixing the price of coal wonld be to take it
over a period of years, say an average of six years. It would bhe an arbi-
trary basis to which we will have to resort. There is no other way of
exactly #termining the peice. Tet me make this clear. The price that
vou have useg in vour estit®ates of Rs. 575 is the average price of enking
coal and gas coal?

STREJ, INDUSTRY F
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Mr. Mather—That is right; the two taken together.

President. -Jt is not the price of coking coal?

Mr, Mather.—No.

President.—The average price of gas coal and coking coal you give
in statement 5; the fourth column gives us the weighted average prices.
Looking at the figures in the fourth column the figure that you have
suggested ik ahinost exactly the figure of 1931.32; it ix higher than the
figure for 193233 it is higher also than the figures tor 1930-31 and 1929 3.
1929-30 which is the pre-depression year s what 1 am inclined to consider
rather a typical year in this period. )

My, Mather.-~You will find that this average price naturally ffuctuates
a good deal according to the proportion of our coal which comes from
the various ®oncerns from which we are connnitted to take it.  For justance
our most expensive contract is the one which prior to aboul two years
ago was @iving us much less coal than we are compelled to take [rom
it at present; this U think las some bearing on the rvise during the sub-
sequent two  vears.  From 1920-31 onwards we kad to take more coal
from the supplier whose contract works out at the highest price.

President.—That rather snpports the proposal for a lower figure than
573 for our purpose?

1
H

Mro*Malher 1 don't think so for this reasen that we are compelled
to take this Incereased gnantity and stil Jarger amonnts in the future.

Presulent, —1 don't quite understand the position.  You have contracrs
with various coal companies and the wmounts that you purchase trom them
{rom vear to vear ure delermined:on a miniuiom and maximum basis; is
it not?

Mr. Mather.—Perhaps the simplest was is to tuke a concrete case.
One of our contracts is for o fixed: guantity of 20,000 tons per month,
The only vaviation in that quantity is when we buy a larger wmmount of
coke from that company and then get a reduction in the quantity of coul,
That reduction cau only be wade within limits.  Another contract is on the
hasix of output of the colliery hut subject, at amy rate tewporarily, to an
average maxiniun  throughout the  yvear of 13000 tous per wonth, We
have reason to helieve that in actual practice they will not give at any
time more than 20,00 tons per month.  The third contract which we have
has now heen reduced by an arrangement to a specified quantity befween
the heginning ol 1932 and the end of the contract at such rates as are
mutually agreeable. That putsous dn aovery satisfactory position,

President.—Tt s very difheult to trv aund estimate the cnmulalive effect
of these.

Mr, Matier~-We ave not specifically pressing o asking ihat vou have
to take into accounti sueh special circomstances as mav avise 0 the fulure.
I am bringiug this to vonr wotice v order to expluiu the movement of
prices during these vears. No one will expect to find that the price in
1999.30 which was a somewhat tyvpical vear wus lexs than in 1931.32 which
was a very bad vear. That is a factor. . . . .

President. —Against that supposing we decided to take into account the
[act that since 1932-33 there has been a steady and substantial fall o the
cost of coul delivered at vour works?  We consider that the exceptionally
low price at which you are able to obtain your conl at preseut may not
persist: that we admit. but instend of taking as high a figure as the
average of six yvears we fake for the purpose of fixing an avbitrary estimate
a figure for a typical vear like 192030 snd take the weighed average price
of 3752

Mr, Mather. -1 should like 1o suggest ihat might very well prove o
ba less than what is requived. T should like ta bring another aspect of
the contract to vour notice which is generall® eipplicable Lo twilgor three
of themr at anv rite and that is these contra®s provide a ginimum prive
of Rs. 312, Tt doesu't matter what happens ta the coal market, Under

.




61

contracts by which we get 80 per cent. or more than 80 per cent. of our
total purchases of coal, there is a definite minimum price of Rs, 3-12 f.o.r.
colliery.

Piesident. With the exception of one comtract. all the others specify
a mmimuiy

Mr. Mother—~<That is vight. That minimum price is Rs. 3-12 fo.r.
collieries to which we have to add practically Rs. 1-1 on account of freight
at the old rates. We are nol discussing the futuve changes in treight.
This winimum would apply to 80 to &7 per cent. of our purchase of coal,

President.—~What is the (reight?

Mr. Mather.—About Rs, 1-4. We cannot even to-day  get that coal
delivered at Tatanagar for less than Rs. 5. That is to say you ask
us to accept Rs, 5-5—which is only 10 per cent. higher than the minimum—
as a possible average price,

President. -Rs. 55,

Mr. Mather. That leaves to my mind practically no effective margin
for a rise particularly when vou also hear in mind that the gas coal
whiclh we bhuy is more expensive,

President —1t Is more expensive by about a rupee.

Mr. Mather—Yes about a rupec on the average,

President —That is another factor. The variations in the average price
partly depend upon the quantity of gas coal honght,

My, Mother—Yes.

President. -This figure of 2:4 lakhs for-wgas conl in 1929-30 is on the
whole on the high side.

Mr. Malher—I1t is higher than what we used in the last two years,
President.—So that iF we take Rs. 53 we give you the henefit of a
larger proportion of gas coal which is more expensive than coal.

M. Mather~This minimum cost of our coniract coal of Rs. 5 together
with this extra Re. 1 will leave & margin of about 1 annas for the rise in
the price of conl. That, T suggest, is bot an adeguate wargin for the future.

President.—1 do not know (if it is vers auch to the point to po into
that question.  Actually coal at this average price has heen delivered at
“Patanagar during these vears ab. prices approximate to the kind of price
T am suggesting.

Mr. Mather—On the average it has been a higher price. To-day it is
delivered at w still lower price.

Presidenf. We have got the weighted average price of gas coal and
coking coal up to 1932-33. Could you give us the weighted average price
for each month in 10933%

M. Mather.~ We can give you that. That does not vary according to
auy obviously rational arrangement. The price under each contract Is
fixed for a period of 12 months. Tn some cases the 12 months period
hegins in April and in other eases begins in January, so that we don't
wet w sharp dividing Jine while there is a tendency for a general level of
prices to fall, ) .

President. -1t is quite true. T suggest you can give us figures for a
period of 10 months,

Mr. Mather.—Yeos.

President.—By the time we start reporting, vou will he in a position
te give ns figures for 12 months?

Mr. Wthes— Yes.

President —( don’t think we can carry the question any further. The

best judgment that we can bring to hear on this question is only of
hypathetical factors.

ER
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Mr. Mather.—There is one lactor which is not hypothetical. TUnder our
maost expensive contract we are definitely faced with the fact that in
18 months from now we shall bave to take 12 per cent, more coal than
we are doing at present and in 33 veurs we shall have to take about 40
per cent. more coal than we are taking now.

President.—That is noi a question which the Bourd has ever considered
in the past, although J recognise the special position of ihe industry
which applies for protection. In this case | cannol at the same time help
saying that one feels a little uncomfortable that in the matter of a
commodity such as coal, the wise or unwise coutracts which a particalar
company has made should be allowed for in the fair selling price. It is to
my mind a®question which is not by any means free trom difficulties. 1
recognise at the same time that the position of the Steel industry is
rather peculiar in that respect, because the industry is composed of just
one unit. That question is a difficult yuestion: to what extent arve we
justified in placing on the consumer in this country a burden as the result
of unwise contracts entered into by an applicant Company.

Mr. Dalal.--May 1 say that that question was considered by the first
Tariff Board and if | am not mistaken, the conclusion arrived at after
taking sll the circumstances into account was that the contracts entered
into were uot unwise.

President. -] remember that statement. Thut statement was made by
the Tariff Board in 1924 at a time when the situation of the coal market
was very different from what it is now and the impression that the Tarift
Board formed in 1924 was hased ~cntively on o relation hetween  coal
prices in 1924 and coal prices’at the time the contracts were made.  The
position has altered,

Mr. Dalal.- Nobody could have fovescen that,

l’rexident,—'l 1‘0(-1.,»;_';nisu.t|w special factors in the situation, but it raises
ab the same time a certaim amount of difficulty. 1 quite admnit that it is
vasy for us sitting hore to be wise after the event. 1 recognise the wenk-
ness in that argument. At the same time the Tariff Board has duties on
both sides and we have got to consider very carefully to what extent we
should add to the standard cost of steel in this country as the result
of the operation of the special agreements of this character. In respect of
taking an average price of this kind we not merely look to the variation
in the coal markets hut we aught to look ut this stage to the wvariation
in the duration of the contracts in determining the future prices of coal,

Mr. Mother —We are noi pmiting forward o partienlar plea that you
should do that. We have not raised that point in our representation,
T merely mentioned that in case a particular year which happens to give
a low price presents itself to the Board as bhaving some merit as the
basis that should be borne in mind in deciding how prices are going to be
fixed, if an over-all averapge cannot be adepted. We have by nohmcans‘
exhausted the difficultics of these contracts, '

President.~ -1 don’t think we can carry the point any turther., We
have discussed all the aspects of the question now and we must arrive
at some judgment as far as we can. The price of coal that vou give f.o.r
Tatanagar comsists of the price .o, colliery, the freight to Tatnnng-ar.
a certain allocation of supervision clharge by the coal department anci
the cost of unloading and stocking?

Mvr, Mather. -That is so,

President —This Rs. 5-12 which vou suggest, hesides the price of coal
at pitsmouth, wounld include these other charges?

Mr, Mather—~Yes,
President.—Ts it possible to give an amilysis—how the f.o.r. price

Tatanagar can he divided under these heads just to give an jdea of ‘the
situation?
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;o Mi Mather, 1 owill give you that, ) -

DPresident, -1t would help us in arriving at an estimated figure. You
need not do it over a period of years,

Mr. Mather.- No. We will take the latest year 1932-33 and give you
the figures.

President - In paragraph 47 you deal with the consumption of coal.
The average consumption that you suggest for the period of protection
is more or less the figure that you acrived atein July of this year,

Mr. Mather—That is so. :

President.~—~Would you thiuk a caleculation of this kind would represent
the situation® If vou take the figure of 2:87 which is the actual con-
sumption arvived at in 1932-338 and yon take 2:68, the 1933 July figure,
ultimately at the end of the seven-year period you would get an average
coal consumption of somewhere about 23rd tons,

Mr. Mather, -\ trifle less than that is our anticipation.

President, —What 1s your auticipation?

Mr. Mather—Our average consumption of 2:87 tons of coal per ton of
steel for last year was of course on the actual production of various produets
for last year in the proportions in which they were actually produced at
that time. The same rewark applies to the figure of 263 as our actual
consumption for the month of July, ) submit that in considering what our
future consmmption is going o he, we should have to average it out in
respect of the guantity of each kiud of product which we anticipate making.

Presilent.~ That is true.

Mr, Mather.—1 have theretore recalculated the figures of 1932-33 and
the figures for July of this year on the buasis of the programme which we
have put forward in pavagrapl 338

DPresident —On  the distribution of - products as contained in your esti-
mated average?

Mr. Mather—Yes, Having done ‘that 1 arrived at this: that the
1932-33 cfficiency. yvou ay call it, for the new programme was 293 tons
of coal per ton of steel and the corresponding figure for July was 2-79.
What | submit is that, for a given programme, we were consuming 2-93
tons of coal in 1932.33 and we have sugpested that we should use 2:6 tons
of coal as an average in the future; that is to say our future average is
going ta he -33 tons less thanowhat it was in 1932-33. Thevefore on the
assumption, which will be approximately correct, that the reduction in
the coal consnmption will be at a faicly uniform rate, it implies that our
final consumption will he 33 less than the average, just as the initial
consumption is 33 more. We avrive then at a final consumption of
2-27, so that the average consumption of coal which we anticipate here
implies that at the end of the period we wonld he using 2} tons of coal
per ton of finished steel.

President.—On the kind of distribution that vou have postulated in
vour estimate?

My, Mather.—Yes.

President —T shall take up this gquestion again in another connection, T
mean the question of coal consumption. Tn the meantime 1 go on to
paragraph 48 T shall ask a few questions about spelter. The figures of
constmption that vou show in vour cost statement of spelter are the gross
consumption?

My, Mather. That is so,

resident —1f vou take the gross cost of spelter, deduet from that vour
recoverien on account of dross,

Mr. Mather.—The money value of the recovery?

Presment —And divide the result by the current price of spelter, won't
vou get a result? You take your gross cost of spelter, deduct your recovery
and then divide that by the price of spelter.



64

Mr. Mather—We would then get what would be an approximate netl
vost of spelter,

President,—Because | shonld like to be in a posibion to compare your
nett figures about which we have inforwation iu regard to other wmdustries.

Mr. Mother —1t would not give you very accurate figures, Our recoveries
for dross and skimmings are less than they would he in w couniry like
Kngland or most of the Continental countries where those dross and skin-
mings can be converted into Wresh spelier either in the works itseli or
sold to people who recover the metal,

President.—What do you do with your dross?

Mr, Mahindra.—Quite a big quantity goes to Mirzapur. They use it
mostly for making utensils.

President.—How much did you sell last year?r

Mr. Mahindra, -1 shall get you that.

President. The bhulk of it is sold in lndia?

Mr., Mahindra.—Yes,

President.—What proportion is roughly exported? )

Mr, Mahindre—) think at present we ure not exporting auything,

President. s any portion of it used by the Chemical Works in Bombay ¥

Mr. Muhindra, TPractically nothing is sold to the Chemical Works,
There are skimmings and zine dross.  Zince dross 1s entirely separate from
skimmings. There 1s practically no-market lor skimmings. We tried the
Tatanagar Chewmical Works to take it for purilying it but they have not
succeeded in that.

President —Zine dross 1s what you get out ol the zine hath¥

M, Mahindro.—Yes,

I’resident.-—You have to conceive of skitmmnings very much in terms ol
curd, and so on. Does the price vary from time to time?

Mr. Mahindra. For the skinmings, the price is practically nothing.

Mr. Mather,—] have figures fon 1932.338. In that year we sold a total
quantity of 518 tons of zinc dross at ‘an average nett price of Rs, 152,
In the same vear we sold 31 fons of skimmings at an average nett price
of Rs. 25-13.

President.—It is all sold iv Tndia,

My, Mahindra.—Zine dross is entively sold i India.  Iror skimmings the
only market that we conld find was Germany, but the market price deli-
Yerfed there 1s not more thaw what it would cost 1 o nacl it and e +he
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President.—1In some part of your representation, you vefer to a figure
of 1} ewts. us probably the conswwption in British works,

My, Mather. That is the basis on which we adjust the conversion charge
under our arraagement with the Oriental Company.

President. ~What is it—Is It gross or neil cousumption?

Mr. Mather--1 think that is the nett consumption. In fixing the
conversion price with the British manufacturers under this arrangement
we ol have to cover the ductuations in price. It was therefore
agreed  that  the fluctuations would be dealt by o greater or lesser
charge Trom s according o the price of spelter on the basis of 168 1bs.
That is the uett figure.

President.- Coming to vour estimated cost 1 have heen unable to follow
the precise methods that yvou have adopted for working out your average
costs.  But 1 take it that you have taken into account all the possible
channels by which reductions may be attained and given uas your final
resulis? -

My, Matiier.~-That is right.

President. Looking at the progress which has been made by the works
during these vears and ihe capital programme that you have outlined,
I take it vour estimated costs imply that reductions are possible in various
directions leaving out for the time bheing the adjustment of funds and
the adjustment on account of serap®

Me, Muthere Yes,

President.—In vour capital programnie you make provision for imuprove-
ment in the coke ovens, the by-product plant, Benzol plant, slag-vement
plant, gas holders, mains, cte., tor fuel economy, blast drying plant. All
these things must have their necessary reaction on the costs hoth of pig
and of coke. Then yon make provision for capital expenditure to the
oxtent of Rs. 40 lakbs on the open hearth.

Mr. Mather. —0n steel making plant,

President —Tt must have sounte effect in reducing the cost of ingot,

Me. Mather. Yes,

Presudent. That is the cost of steel?

Ir. Mather—Yes.

President.- There is the possibility, as o result of better supervision
provision for weighbridges, and; things ot that kind, of gotiing a better
vield ®

Mo, Mather. Yes,

President.  Then as a vesult of better ubilisation of waste gas and so on,
there would be a possible rednetion in the consumpiion of non-coking coal?

Mr. Matlier.—=Yoes,

President. ~Then there is a possible reduction in the consumption of
spelter, LE may be Targe or it may be small. There is some margin,

W, Matler, --Yes.

President—Then there is the new 227 mill which by dispensing with
the old har mill must make for an improvement in costs,

Mr. Malher—Yos!

Presidend. Then, there are improvements which vou contemplate in
the service depavtments, i the general efficiency of lubour and the capital
expenditure that you provide for general improvement in the works, Then
there is the operation of new sheet units which must of course make for
a considerable reduction and over and ahove all these there is an increase
in the owput oun January dne 1933 basis, under vour programme. T
presume n working out yvour estitnated costs vou have ““"is“;‘—""d reductions
v all these directions?

Mr. Malher.—Quite,
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Presideni—] want to take just some of these itews mot ull of them—-
and ask you to indicate the reductions which may be possible m each
of these directions. Takiwg first the question of yield, 1 should hke to
discuss thar with reforence to the hlooming mill which is a sort of bottle
neck and the effect of any better yield on that will be mauitest ol course
throughout.

Mr. Muther- Yes,

President .~ Taking January-June figures, 1 notice that vour yield or
the blooming mill is somewheve about 87 per cent.

M, Matlher. -That is about right,

President.—As the vesult of improvements Juring n period of seven
years, what ®ort ol inerease in vield do you anticipater

Mr, Muather. We should hope to get that yield mp to 50 per cent.

President.—Have vou any idea as to how that would compare, 1 dou's
say, with the best blooming mill practice but with a sort of average hloonm-
ing mill practice say in a country like England?

Mr, Mather.—1 think it would not he unreasonable: in fact ] think 1t
would he w fairly satisfactory yield if we can get to 90 per cent. an our
circumstances.

President.—What is the best vield that you have heard of z

Mr. Mother. 1t can he, in some instances T think  ax high as 92 per cent.

President.—That is about (he hest?

Mr. Mather—That is the hest 1 know of as a regular figure. Bntg
T think that it would be difficult for us torget as high as that although
we dre anxious to improve our yield.

President.—Your difficulty will arise from circumstances such as what?

Mr. Malher—Such as this, ln order to get a large itonnage through
with one blooming mill. we cannot use small ingots.  We cannot use ngots
of many differcnt sizes merely for the sake of improving the yield. There
are certain purposes for which we might get a little hetter yield il we used
somewhat smaller ingots or it we had the size of the ingot according to
the particular job. 1f we are golog to get this quantity of output through
with one bhlooming mill. we have Lo operate that blooming mill quickly. )
am not suggesting that it is heyond the capacity of the mill, Many and
frequent variations in ihe size of the ingot and particularly the use of
many small ingots. while it might, it carefully operated. help in the yield
militate against the output and 1 don't think that the financial advantage
to us due to the small improvement in the vield would compensate us
for the difficulties that we might be faced with in handling the outpnt,

President. --What is the hest figure you have attained so far?

Mr. Mather.-For an individual month?

President —Yes,

Mr. Mather—1 am afraid 1 have not got the record.

President. - -Have vou ever reached 92 per cent.r

Mr. Mather. No, T don’t think so

President.—In no individual month?

Mr. Mather.—T have not noticed any individual month in which we have
reached 90. T think that if we ean do avvwhere near 90, we should do
vory well. We might. if we are compelled to use Targe sized ingots for
overy joh that we got.

President.—Take vour steel plant, Suppose all the capital expenditure
which vou prapose in respect of that part of the plant has heen iucurred,
it would not be going too far to suggest thad vour ovpen hearth cost per
ton of ingot must reach the level of the Dupley

Mr., Mather —T think that to get down to that level we should have to
spend more money than we have indicated here. T do not want to raise
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auy objection to the view that the two costs can he brought neaver to each
other. Certainly they can he hrought closer, but L would not comiit myself
to the opinion Lhat the open hearth costs ean be brought down to the
level of the Duplex withont a compleie rebuilding of the whole plant.

Presidest —1In your eslimated cost, what is the sort of average that
you hope to get?

e Mather, -About 3% ta 34, .

President —Roughly what sort of margin do you presmme hetween the
open liearth and the Duplex?®

Mv. Muther. 1 think it is about Rs. 4. 1 should like to cull attention
to another point which aftects the relative costs of Duplex and the open
hearth. Ju preparing these estimates, we have assnmed ¢ and 1 think
rightly, hecanse it is certainly what we shall try to do and we shall sneceed
to some considerable extent, that we shall make as much steel as possible
ou the Duplex plant and therefore as little as possible vn the open hearth
eonsistent with merely absorbing the scrap.

President.— Ronghly what proportion do you get*

Mro Muather.=About 183,000 tons of ingots on the open hearth and
510,000 tons on the Duplex plant, '

Dresident —That 1s at the eud of the seven year period?

Mre. Mather, “This s the average for the period,

Presodent . —What is the present proportion?

M. Mather—-We arve not makiug-the same total quantity of steel,

Presudent - 1 oam tallking of the proportion ?

My, Mather—The present ratio is 24 to 1 as against 3 to 1 in the [uture.

M. Atha. -It is 70 per ceul. on the Duples and 30 per cent. on the
open hearth -

Meo Mather--Yes. Tu the first six aponths ol the year we produced
95.000 tons open hearth ingot and 215,000 tons ol Duplex ingots. Thac is
a ratio of a hittle loss than 24 to 1,

President, —Making a provisian for a larger production on the Duplex
and making capital improvements Lo the extent of the figure that you
have indicated in the eapital expenditure programue, it is not a reasonahle
assimiption that the two costs can come very closef

Ve Mallier—This is rveally tantwmwount  to produciug irom ithe open
hearth the same quantitx ol ingots as we have been doing in the first
six months of the vear. We are assuming 835,000 tons which is a very
small decrease hut from the Duplex we were producing in the first six
months at the rvate of 130,000 tons a year and we are proposing to put
that up.

President, -Even i{ vou are not making any veduction in the margin
of the costs, simply a larger production will hring the costs down>

Mr. Mather—Yes.

President.—Taking that into acconnt along with the possible effect of
the improvement in the open hearth plant, we may he justified in assuming
that at the end ol the seven vear period the cost of steel ingots would very
closely approximate to whatever may be the average fgure that you may
et on the Duplex?

Mr. Mather—No. T don’t think we cau safely assnme that unless you
menn that it will be the average cost on the Duplex plant now.

DPresident.- -Apart from any ecapital improvement question, T take it
that vou have not reached the final stage of the progress on the Duplex:
there s further reduction possible. Whatever that reduction iz at the end
ol seven vears that figure that you attain on the Duplex would be very
nearls the mverage cost of vour ingot at the end of the seven vear period.

Mr. Mather.- -The average cost of ingots will not be very much above
that, not more than a rupee.
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President.--T now come to the question of coke and iron; they lang
together. At present the coke conswmption per ton of iron is 2,509 lbs.,
taking the Janvary=June basis. ls ihat right>

Mr. Mather—Yes.

President,~—Assuming all these cupital improvements, 1 take it in various
divections reductions would be possible, You reduce the cost ol coke, you
reduce the quaniity of coke per ton of jvou, vou gel better credit for
waste grax and you save the excess expenditure on outside coke, so that
i all these directions reduction waould he possible. | am guing to suguest
that. considering the various directions in which reduction is possible at
the end of seven yvears a figure of 2,000 Ibs, would not be unreasonable,

Me, JI«'J!./N?'/','—'I‘lmt is a bigger reduction that we aunticipate.  We expect
to get the coke consumption on the same basis as this figure of 2,509 s,
down to 2100 lhs.

Presiddent.—What do  you oestimate the possible reduction in the cost
of produeing coke? At present your nett works cost of coke is 808 taking
the January-June 1933 figuve.

My, Mather.- May 1 look at 1t im a shghtly different way? Rs. 808 1s
hased on the current price of coal. | expect that the average cost above
coal at the coke ovens (ignoring for the time heing the bye-products and
the cost of ihe coal itselt), will come down by rather more than half of a
rupee per ton. The cost last year was Rs. 2:5: ultimately T expect it to
come down to Rs. 1-5 and the average for the seven years will be ahout
s, 1-9.

President.~ 1T am afraid 1 have not followed you. The figure in the
cost statement is R0R; that is for Jannary-June. That is based on a lower
price of coal than the estimated future price?

Mr. Mather—Yes.

President. -Suppose you took enal on the basis of Rs. 5-12 what wonld
this figure of Rs. 808 he?

My, Atha~-Is 1t the cost of bought coal?

Mr. Mather.—That is right.

President. - Take this figure of 7-78 aud let us know the reduction on
that¥

Mr. Mather —The increase in the price of coul from the level prevail-
ing in January-June will pnt the cost up by precisely a vupee.

President. ‘Taking that as your starting poiut and assuming reductions
in these various directions what do yon estimate on that coal price the
cost of coke?

Mr, Mather.——We estiniate the average for the whole period to be Rg, &2
the figure at the cnd of the period would he ahout Rs. 7-8,

President.- “That is taking into accouni all these improvements in the
coke ovens?

Mr, Mather Yes.

President.—1t includes also all the credit that yvou might get for the
gas eleaning plant?

Mr. Mather-—The was cleaning plant will not affect the cost of making
coke hecanse that is a blast furnace gas cleaning plant, ’

Presidendt .-- The benefit of that goes 1o the blast Furnace?

Wr., Muather.—Yes.

President.- Tet me look at it from another point of view. You expect
to reach a consumption of 2,100 Ibs. at the ond of the seven year period,

Mr. Mather.—Yes.

President. - Making allowance for the increaseds utilisation of waste Tas
—hy the way, what is your present consumption ‘of non-coking coal per
ton of finished steel?
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Myr. Mather.. Last year it was 101 tons.

Dresident. -Practically 1 ton. For the moment 1 um mnot tuking iunto
aceount the reduction in the cost of coke as a result of credit for waste
gas and so on, but ¥ | suggestod that the consumption of non- -coking coal
could he m(luwd {rom one ton to somewhere a little above half a ton av
thie end of the seven year period, would that be right?

Mr. Mather.—I1 think it would be about 4rds ob a ton.

President.—The other itemn that | want *to consider out ot this list of
improvements possible is with regard to sheets. The first thing L want to
ask with regard to sheets is, \vlmr is your present copsumption ol sheet
har per ton of sheety

Mz, Mather. IFor the first six months of thix year it is glmost exuetly
11 tons.

President.—Do you know the British practice?

My, Malher. The British practice is rather hetter thau that. The in-
formation that we wero given ahout IR months ago was that it was about 1-2

President.—L notice in your agreement with the Oriental Company there
‘tain Agure shown thete which of course is a lower figure than this,

Mr. Muther~ Yes. I am giving now the consnmption of sheet har per
ton of black sheet.

President.— The ligure that son take in your agreemcnt is the figure of
sheet bar per ton of r_rul\n.lmsed sheet: ~On galvanised sheet. basis the figure
s somewhere about 1-123
Mr. Mather. -Yes.
President.~—You are runuing the sheet mifls with a considerahble degrec
efficiency in this country.

fal

of
Mr. Mather—Yes. The position was very different in 1924,
President.—And also in 1926. Tt is almost a phenomenal lmprovement

in the sheet mills. It is time 1 think that the Indian steel industry approxi-

mated at least to British costs. That is what we anticipated .in 1926 and

T see no reason why consumption of sheet bar in Kngland should not in

another seven years be attaiued dn Tndia.

Mr. Mather.—We hope so.

President,— - We can take a figure of 1-127

Mr, Mather. ~ Yes, for galvanized sheet. For example, the British yield
of black sheets [rom sheet bar was 833 per cent. aud our figure for the
first half of this official year is about 80 per cent.; for the last 3 months we
have averaged R1-2, that is about 2 per cent. less than the British figure.
Tn recent years we have averaged about 82 per cent.

President.-—So that it is gnite a reasonaple assumption to make?

Mr. Mather.—We hope to get within 1 per cent. at any rate. We wre
advised that we caumnol get absolutely the maximum yield on the new type
of mill; hand operated mills can give hetter vields than this type of unit
can, possibly half to one per cent. or something like that. But subject to
tlmt proviso we estimate that we will get our practice in the course of a
few vears on to practically the same level as in Eagland.

President.—With regard to spelter consumption it is rather a thorny
question that T am irying to raise again, thai it is time that vou approxi-
mated to the British practice in a mattér such as the consumption of
spelter. There is no reason why you should not if we give yvou another
period of seven years?

Myr. Mather. -We shall be disappointed if we don’t do that bv the end
of the seven year period but we have found it very difficult to get the
improvemenfs which we Mred at and hoped for. We find it more difficull
%o attain tle improvemen® here than in any other part of our operations.

President.—Why is that?
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~Mro Mather—Perhaps we have not been very fortunate in the sclection
of our men; on the otlier hand, we had certain misfortunes which were
outside our control such as this:  We brought out a gulvaniser about 18
mouths aga; he did not seitle down very comfortably and he made a litile
mprovement e onr spelter consumption, hut not very much. We then
hrought out another; he was heginning to make definite progress and he
unfortunately died in the hot weather of this year. We have now brought
ot another man. hut we still have to sce what e can do. He has arrived
only a few weeks ago. 1 mention this as indicating what we are aiming at.
We are keeping on working at this and if we find that the man in charge
of the galvanising plant is not producing the result we expect, we will do
something at a very early dale. ‘

I'resident. olf the present consumption of spelter is high as compared
with other countries, to some extent it is to he explained with reference to
incidental cireumstances of this sort*

Ma. Mather.- That is so. .

President. Sa that once these incidental factors ave elimiuated there is
really no reason why your consumption of spelter should not practically be
the-same as thie consumption in a British works?

M. Mather.—~Once we have had time to train up the necessary men.

Presedent.—Fomrteen years s sufficient time! 11 we give another seven
vears it 1s 14 vears?

M. Mather—We certainly expect to gel near to it by the end of that
time.

I'resident —There ix another question which s rather difficult and that
s, to what extent we should he justified in hringing down the average cost
of sheets as compared with the Januarv:Juae fignre as a result of the
operations with your two new sheet wnits. [ take it it involves two gques-
tions, first what is going to he the wultimate cost which you expect to
attain on the new sheet mills, what 'is the ultimate cost vouw are going to
get. on the old sheet mill at the end of the seven year period and the
weighted average of these on the respective tvpes of the two plants,

Moo Mather—We do not expeet cany reduction of the cost on the old
sheet mill,

President, —~All—in reduction «due to increase in output or anything of
that kind>

Mr, Malher—We do not expect any reduction by improvement in the
officiency on the old mills. Obviously if 'with cheaper bar we maintained
the output on the old mill, the cost of bhlack sheets will be less.

President.—That is consequential,

My Mather—Certain parts of the expenses will be spread over a larger
tonnage. On our cosi sheets of even the old mills we get the benefit of
that reflected.

President.—What do vou estimate on the new sheet mill?

My, Mather.—We expect to get our total costs on the new units down
to ahout Rs. 10 lower than on the old units,

President.-—What is the latest eost that vou have gnt in the new sheet
nnit ?

Mr. Mather—We have just received the October eost sheets. On this
alloeation for the month of October we reported the cost of black sheets on
the new sheet mill at Rx. 12 below the cost on the old unit.

President.—What are the actual fignres?

My. Mather. 793 and 91-7.

President. ~That is a difference of 12:4.

Mr. Mather.—Yes.

President,—When did the new sheet unit stars work?

Mr. Mather.—About the beginning of April.
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President.—Assuming that you have got no improvement on the old sheet
mill, are you suggesting that this difference of Rs. 12 would be narrowed
down?

Mr. Mather—1 am not sure that this is a permunent one. T am fooking
at it in a slightly different light from that. When we get two units going,
our costs over the whole output will be Rs. 10 lower than if we had been
making the whole tonnage on the old unit. [ think you will realise this is
a somewhat artificial division of the cost between the two groups.

President. —Why ?

M. Mather. =The distribution of so many of the more or less standing
expenses in the department. For instance when we started this division
the costs on the old units appeared for a time to rise. That T think is
largely due to the difficulty of getting a perfectly equitable sub-division.

President. <That 1s all these exhibits and things of that kind.

Mr. Mather. Partly the exhibits and partly the standing costs in the
different service departments; for instance the comsumption of clectricity
for cranes is very difficult to divide in any havd and fast manner. There
is the miscellaneous charges, labour charges, pay of Superintendent and
foremen- - all these are costs stunding by themselves for a particular mill,

President .- Assuming for the moment that is the position, what do you
build on that?

Mr. Maller-—Qur average cost when we have two new units operating
will be about Rx. 10 fower than the costs on the hasis of operating old units
only.

President.—-That is rather a wonfusing reply and I will tell you why.
1 am trying jusi for the moment to get an idex of the expenditure to which
vou can reduce the cost of vour new sheet unit as compared with the old
sheet mill unit. T1f you ave goihng to adopt a different hasis of allocation,
then the cost of the old sheet mill may go down and the cost of the new
sheet mill will go up.

Mr. "Mather.—Yeos, that might happen. The method we have adopted
of allocating the standing charges is as good as we could devise, but no
such method can be absolately correct. T am merely mentioning it just o
show that minor differences should wnot he regarded as absolutely essential.
We did show at first that the cost of production on the old units rose over
tiie cost of production on the old units. when nothing bhut the old units
was operating. M is a difficult costing problem and it is not entively sur-
prising that some such effect occurred.

President, - Supposing there was no difference im the allocations as vou
made them for January-June 1933, and the difference between the costs on
the old sheet mill and the vnew sheet mill in Qctober is Rs. 121 without
any change in the allocations on the old sheet mill, canuot 1 take a differ-
ence of Rs. 15 as perfectly reasonable at the end of a seven year period
taking the old sheel costs on the basis of Januars-June 1933! [ should be
surprised if vou are not able to reach that margin,

Mo Mather.—The average costs on all our output at the end of 7 years
would be about Rx. 15 Jess than the average cost of our oulpnt in Januvary-
June. We ought to get somewhere near that.

My, Dalal —1t is a differenve that you auticipate at the end of 7 vears®

President.—Yes.

Mr. Dalul —The difference hetween the old and the new mill?

President.- The difference between the average costs of sheet as shown
in January-June 1933, taking the cost of sheets on the old sheet mill and
the new unit and taking the weighted average in January-June and taking

the agerage of the whole sheet plant at the end of the seven vear period-—
not as an average but at the end of the reduction of Rs. 15 from January-

June
Mr. Mather,—~You deduge that from Rs, 12,
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President. -And tho possibility of an inerease in the output on the
new unit as comparved with tho output oun the old.

My, Mather. That of eourse is always in ferms of 24 gauge.

Presiden!. —There is just one other point I want to raise. Al throngh
your representation you make veferences to various general improvements
that you econtemplate, the possibility of reducing the cost in the service
departments, the possibility of closing down  the old Dbar wills, further
improvement jn your Ilnbonr osts, the inerease in the output which is
contemplated-—taking all the geueral mprovements ot this kind into account,
vou provide for about Is. 165 lakhs for general tmprovements of various
kinds. Taking the cumulative effect of all these we should be justified in
presuming an over all reduction of over and above the specific reductions
that you Lave®contemplated. 1 should like to get an approximate estimate
of that not as an average but at the end of the period as a sort of goal,

Mv. Mather. A number of items is of a general nature.  For instance
take rolling stock, railway tracks, equipment for machine shops and so on.
They will have little appreciable effect on the costs thewsclves, The boiler
and the power plant will he required mainly to put us in a position to get
additional power which we shall need for Mr. Tndra Singh and for the
new units ultimately. We shall paturally put up a plant of somewhat more
efficient kind than we have in operation now. The primary object of o
good many of these items is nol that we should be able to got substantial
reductions in our operating costs on those accounts,

President. -They are not the sort of things that will make a direct reduc-
tion, because they have no direct reaction.

Mr, Mather—No.

President.—All ihese things genevally tend to improve the general
standards of efficiency which must be reflected on the costs,

Mr. Dalal. - Unless these improvements are made, we will not get the’
estimated reductions in the specifie eases.

President. These improvements that vou suggest help the eficient work-
ing and at the same time in addition to that they improve the generad
standard. Fven take the first two itews better counditions.  Unless Tndian
lubour is hopelessly had, you must expect to get hefter sort of work.

Mr. Mather—Indian labour 'is by no nieans hopelessly bad.

President.—1 am not suggesting these are items which you can measure
with seientific precision, but we should be justified when muaking provisions
ol this kind of expenditure to postulate n certain amount of reduction due
to the improvement in the general standard of cfficiency. T am not asking
vou to attempt to make any scientific caleulation of each item, but to give
me a general indication of the sort ol reduction that you expect from an
all round improvement and standards of eflicienes apavt from any capital
improvements.  Your labour costs, you have not reached the final stage and
there ought to be improvement. 'The old bar mills you have closed down
and that would improve the position. In the service departments therve
should be a great deal of improvement aud that must be reflected in the
costs,

Mr. Dalal — Improvements in the serviee departments will certainly he
reflected in the costs. | think it will be extremely difficuit to put down
anv figure.

President.—§ recognise the difficulty as mueh as you do, but we are
in the ungpmforiable position of making these impossible estimates.  We
have to tell the Government what we consider to be the possible reductions,
Tt is a very duficult position. but we lhave gni to make the hest of it.
Rs. 5 seems to he a very niee figure to tuke at the end of 7 yvears.

Myr. Mather---That is a very large sum. That represents Rs. 2§ Takhs
a vear on this production.

President.— Mark vou, not as an average dnring the period, so that the
§;
9

average 1s Rs. 2].
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Mr. Mather.-~That means Rs. 13 lakhs a year on this programme,

President.—1f you cannot get Rs. 2% as an average reduction due fo
general improvements in the standards o) efliciency over a period of seven
years, L should feel less proud of the Tuta lron and Steel Company than
al present.

Mo Dalal.~That would be a very great pity, but these are improvements
of a very general natnre —-improvewents in the water supply, sanitation of
the town. If you estimate separately the geductions in the costs that we
would make oun the specific improvements of a direct nature and over and
ahove that take Rs. 3 a ton for general improvenients .

President.—~Name your price.

Mr. Athe.—What about the improvement in the 22" mill+

My, Mather.—Tuprovement in the 227 will will lead to a reduction in
caosts, when 1t comes. )

Mr. Dalal. The coke ovens and the by-product plant wonld cost Rs, 160
lakhs., Would vou show a reduction iu the cost separately aud then again
take this into account?

President. —That Tas already been allowed for in any reduction which
way be suggested on coke and iron and so on.

Mr., Mather — We lhave assumed that we would bhe getting our labour to
work more efficiently,

President ~ This 18 a very ucbulous kind of factor that we are con-
sidering which doesn’t admit of preeiseealculation. Perhaps it 1s a matter
of bargain. [ am suggesting Rso 15,

My, Dalal.— There is very little lett and what is left is really necessary
to make the specific improvements effective.

President. -As Mr. Atha pointed out the closing down of the old bhar
mill does make a reduction. Lt is a definite factor. Service departments
admit of improvement in the costs

Mr. Mather.—Yes.

My, Atha.— May § just read the items of capital expenditure given in
vour statement 19?2 For the 227 mill vou have given the estimated cost as
Rs. 30 Jakhs.

My, Mather. ~Yes

AMr. Atha. -Jf yvou remove the old bar mill, it would cheapen the pro-
duction of lighter sections thai_vou now roll on the 287 mill and would
lead to improvenent in the cost.

My. Mather—Undoubtedly,

M. Atha. —Brick-making plant, vou expect considerable economies,

My, Mather.—Yes.

My, 4iha. -Boiler and power plant -that would provide the extra power
vou need and would veduce the generating costs.

Mr. Dalal. —This is the sort of thing which is necessary if we are to
achieve the other improvements at all

Mr., Atha.—So far as it cheapens current, it certainly is a saving that
ought to be ivnecluded in the figure we are discussing. Equipment for
machine shops is a part of the service department.

Mr. Mather.- -That 1s a giadual veplacement.  Kvery yvear we get two or
three machines completely worn out.

Mr. Atha.— Caleining Kilns is likely to make some nmprovement in the
costs.  Ttems 14 and 13, rolling stock aud vailway tracks

Mr. Palal- Unless we have them, we would not be able to earry our
materiale.  They are essential for our ordinary routine work,

Mr. Atha —They ave Mt merely extensions?

Mr. Marher~ So tar as railway tracks are concerned, extension is very
small. A provision of Rs. 5 lakhs for 7 years ou that account is very small,
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As far as the rolling stock is concerned, that will go to replace worn-out
locomotives.

My. Athe.—No. 18, measuring instruments for steam, electricity and gas.

vy Mather ~—That will: all come under the hetter utilisation of the waste
gases. We have taken that into account in estimating our reduction in coal
consumption.

My, Dalal.—That has already been tuken iuto account.

My, Atha~To get the resuit, you would bave to spend this amount.

My, Mather~We cannot get the best utilisation of coke oven gas with-
out adequate measuring equipment,

Mr. Atha.—Tt is absolutely impossible to divide up the benefits but it
is obvious thav you cannot get the results without this expenditure.

Mr. Mather—Yes. We have already said that we expect to get ulti-
mately down to 2:27 tons.

President.—In respect of the items which yon admit may result in
stibstantial reductions apart from all reductions due to the 227 mill and
the improvements in the service depuartments, taking these specific cases
into account only, what kind of general reduction would you suggest?

My, Atha~"There are other items like the re-heating furnace for the
287 mill, annealing furnace for plate mill, etc.

Myr. Mather,—1t wonld not lead to reduction in costs to any appreciable
extent. At present we do oceasionally miss orders for annealed plates
hecause we cannoi anneal bigger oness~ The main object of this furnace is
to help the plate mill. We cannot atford to have the interruption of
sending plates to the sheet mifl, 1t iz reflected in the tonnage of plates
which we expect to he able 1o ‘make. :

Mr. Athe.—Which will have reflections in the costs?

My, Mather—Yes, ‘We have pointed ont already that the tonnage of
which we have  estimated s bigger than the total consumption of

plates ' o )
plates in India for the last two years. Tn order to get that, even allowing

some inerease in the demand, we have to be able to take orders for annealed
plates if they are offered.

President. What s the use of producing more than the country can
take?

My, Mather —Allowing for an increase in the demand?

President.—This increase in output is one of the factors which we are
considering in respect of over-production. :

My, Mather.—Tt would not lead to any appreciable reduction in the cost
of plates. We expect to be able to sell 35,000 tons on an average instead
of 32,000 or 33,000 tons, ]

M. Aftha,—7t is bound to be reflected in the costs?

Mr. Dalal —As vou will realise, it is very difficult to put a fignre on
T should be inchined to put it at a rupee per ton on

L]

general rednctions.
the average.

Mr. Nutesan.—What is your basis for that calenlation?

Mr. \Dalal.—Tt is admitted that it is very diffienld.

President —Tt is very diffiendt but we cannot confess that we are beaten.

Mr. Natesan.—Mr. Mather has said that there is likely to he a little
appreciable improvement here and there but many little appreciable improve-
ments would mean some substantial reduction.

President.—-Mr. Atha, would you like to raise that point at this stage?

M. Atha=—The total expenditure on these items is Rs. 165 lakhs. 1f
vou get & per cent. on that, it comes to Rs. 21 per ton. But some of the
items are going to hring in wuch more than 8 per cont. Tt is necessary
for vou therefore to get the increased output.

Mv. Mather—I1 agree with some of them, Any reduction discussed so
far purely on the basis of first six months of this year is a fair figure to
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take. When all these things are accomplished and the increased output
obtained, it seems to me that moderato adjustments may be possible.

Mr. Dulal~-In some of the specific items reductions already ostimated
or proposed to be estimated are so fine that one would like to make some
allowance. Take this Rs. 15 reduction. T really don’t see how it has been
arrived at.

Mr. Atha.—The October figure for the new sheet mill unit is Rs. 15 less
than the average cost for the first 6 months of this year.

President. I dow’t think that there is any doubt about Rs. 15.

Mr. Dalal.—We will try and work it.
~ President.—1 think that is a figure which can be substantiated. There
is no doubt that this Jast figure of over all reduction is difficulteto cstimate.
It is one of the matters on which we must esercise such judgment as we can
muster.

Mr. Mather.. We will certainly try to help yvou.

President—Coming to Chapter VI, vour main point in the first threc
or four paragraphs of this Chapter is to suggest a proportion of local ex-
peuditure to expenditure on foreigu materials different from what the Tariff
Board took in 19267

Mr. Mather.—Yes.

President-—-Your suggestion is that local expenditure should be taken
at two fifths instend of one fifth of the total expenditure and that is based
upon your experience of recent eapital works, over a period of five or $iX
venrs.

M. Dadal —Yes,

President.—You have sent us o detailed statement for a period of seven
vears in which the imports work ont at 472 per cont. and the local expen-
diture 52:6 per cent. which is roughly half wund half,

Mr. Dalal.—Yes.
President.—Your contention isthat 1t more than justifies”
My, Dalal. Yes.

President.—There are just a Jew small points 1 am raising in connection
with that. The analysis that you have sent refers to a capital expenditure
of Rs. 258 lakhs.

Mr. Dulal.-—Yes.

President. The total capital expenditure during that period was Rs. 350
lakhs?

Mr, Dalal. -Yes.
President.—1 you exclude collieries it is Rs. 336 lakhs,
Mr. Dalal.—Yes.

President ~—Wonld a complete analysis make a difference to the position?
1 will tell vom why that point occurred to me because the proportion
hetween expenditure on imports and local expenditure varies considerably
from vear to year. [{ you take for cxample the two years 1928-29 and
1980-31 and when you take a rather limited range of capital expenditure

and there was no substantial capital expenditure—asud try to work out
an analysis on a basis of straight forward avervage. [ am not quite certain
whether it waoukl necessarily reflect the position at the time when the
bulk of this initin! expenditure was incwrred. 1t may or it may not. Tt
rather indicates, dnr indication is very different from confirmation. To
take a small capital cxpenditure spread over a number of years and a
aumber of miscellancous ilinzs in which the proportion between the local
expenditurg and expenditure on imports varies from time to time and to
take thai as » necessary reflection of the large amount of capital expen-
diture which was incurred in the initial stages seems to me to be a pro-
position which is somewhat bigger than we can accept on these materials,

ST INDUSTRY *
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Mr. I?(tlal.—.[ think that it would be difficult, but T don’t think it is
entirely impossible to justify this from the records of the Company.

President,—That is perfectly true.

Mr. Dalal.—I submit that certain general considerations might indicate
our point of view,

President,—The Tariff Board went into this question in 1926 and arrived
at this conclusion. I am not in a position at present to state on what
materials the Tariff Board ‘ame to that conclusion. You are mot in a
position to give us data with regard to the initial capital expenditure or
even for a cousiderable part of this ecapital expenditure vou are not in
a position to give us data. All that you can tell us is that the capital
expenditure that vou have incurred since 1926 seems to indicate in certain
,veavrs ......

Dalal.--We submit that it indicates for the whole of the period.

F:emla it —But it is not very helpful. [t may be right, but it is not
necessarily right. What 1 have to do is to take these sample cases that
you have now resuscitated and say in the light of these sample cases the
conclusion arrived at by the Tarifi Board in respect of Rs. 15 crores has
got to be revised.

Mr. Dalal.-—T submit that these are not precisely sample cuses. This is
our total expenditure.

President. —Tt is something less than the total. The total was Rs. 350.
This is about Rs. 250.

Mr. Dalal —But this is our total expenditure in the works itself. The
balance of expenditure was in the town. Practically the whole of that was
of a local nature,

President.—Can you tell us in regard to what you call local expenditure
liow much of that covers materials, say, like steel, the prices of which are
regulated by import prices?

Mr. Dualal.—Some small proportion of it.

President.- Can you give us any data in regard to that point‘ Obviously
[ take it that a considerable part of vour local expenditure is expenditure
on materials, prices of which are determined by import prices and unless
vou can sliminate that, vour analysis will ot throw any light. Supposing
vou took steel from your own \uuks the prices of which would obviously
be determined by import prices, that factor had to be taken into account.

AMr. Mather—TFor all purposes of construction and operation we use steel
at a small percentage over our own works cests,

President.- To the extent that local expenditure is expenditure on labour
we cannot take the variation of the import prices into account but the ex-
penditure on materials may reflect to a substantial extent the price of im-
ported materials.

Mr. Mather.—Yes, in some cascs, hut not for bricks and things like that.

President.- -You have got to give us an analysis. T am entirelv in the
dark as to the proportion of materials which are determined by import prices.

Mr. Mather.— A very large proportion of the loecal expenditure was done
on a contract basis.

President.. - Then what I would say is that the data are not sufficiently
convineing. In the first place vou are not able to give us an analysis
spread over a period of years of a vast rauge of miscellaneous e\pendltnre
and you ask us to deduce from that the proportion of local expenditure and
the e‘q)endltm'n1 on imports for the whole of the capital expenditure inenrred
in the initial stages. Over and above that, in this lacal expenditure you
cannot tell us how much of that expendltme is on materials which aro
regulated by imports in respect of prices.

Mr. Dalal.—May T submit that to the extemt o which thg actual expen-
diture refers to a much carlier period, it will probably be ?Ouu(l that this
iv gn understatement bhecause st very large part of the cexpenditure would
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have been incurred on things like the acquisition of land, building of
houses, building a waterworks, sewage works and things of that kind, where
the greater part of the expenditure would have been entirely local. Tuas-
m}lch as this is not a complete statement—several lakhs are omitted—it you
wish, we will try aud make out a stutement as complete as possible. TIn
so far as we have omitted the cxpenditure on the town, it is something
which tells in our favour rather than olherwise because practically the
whole of that expenditure would also be local expenditure. The point
that yon have raised ahout the expenditure dn steel and things of that
kind which is governed by import prices may be an important point. To
the extent to which we are able to clucidate it, if you wish, we will try to
do it. Still } submit that this ix very much an understatement. In
accordance with this, nore than hall the expenditure is local, whercas the
proportion that we are claiming is a very much smaller one. think that
the data. which we have given and the further data which we may be able
to supply to you will afford sufficient indication to you to arrive at the
same conclusion as we have arrived at.

President. Yes, if yow will give us some facts that will throw light on
the difficulties I have pointed ont,

Alrv, Dalal. <Yes.

President.—The important question we have to consider lLere is the
variation in the prices of machinery, that is to say we tale a certain pro-
portion of your capital expenditure as expenditure on machinery and plant
and in fixing the replacement value we have got to take into aceount
many other factors such as the. proportion-in which the machinery prices
have varied as compared with 1926-27. Now we have received very little
information which throws any light on the variation of machinery prices.
Have vou any information at all?

M. Dalul.—T think we have. I do not know whether we have submitted
that.

President.—We have not received any information.

Mr. Mather. ~Our difficulty there is that we have nothing which is at
all compreliensive on this point because it is only in rare cases that we
buy machinery identieal with what we have bought a few years previously.
We took out a few cases, cranes for instanee which we are buying frequently
and we found that in 1931 or 1932 the cost of our eranes was approximately
the same in rupees as it was five nu 8ix vears previously.

President—What we are concerned with is the price in rupees which
reflects the exchange and the duties now levied on machinery.

Mr. Mather—We have two other cases where we bought similar
machines during the last year or two and the prices again were identical.
These wera bhig 156" shears; we bought two uew ones recently and the price
is identical with the price at which we got the original shears. We have
also recentlv installed a new corrugating machine in the sheet mill from the
same maker as the maker of the original corrugating machine which was
ordered about 1020 or 1921 and the price again is practieally the same.
Admittedly this machine is a somewhat better machine.

President.— What we did was this: we thought the kind of heavy
machinery which cone somewhat near vours is the sort of machinery em-
ploved, say, bv engincering firms: thev come nearer your machinery, jute
machinery and so on, and we wrote to engineering firms and the replies
we have received rather confirms what yvou say now.

Mr. Mather—Take the corrugating machines. Although bought from
the same firm, those hought in (920 and the one in 1932, the dealers’ price
is highér in 1932 by 700 doliars. ‘We vegard it as a hetter and wmore
robust madhine but it is esseatially of lhe same capacity. The 156" shear
weshought in %c‘:ptumhm' 1928 from an American concern cost us Rs. 19,600
f.o.r. Caleuita., Four vears iater we bought two of these machines at =«
price of Rs. 19300 from an Fnglish firne Much the sante is the case with
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cranes. There has been nu appreciable full in the cost of the kind of
machinery we buy since 1926.

President.—The only point at present is that taking that part of the
capital expenditure which has been incurred on machinery and plant, in
the light of the variations in prices when we last considered the question,
is any reduction to be made in the replacement value in the light of varia-
tions in the price of imported machinery and plant? You are suggesting
a reduced rate of interest on working capital, 6 per cent. Is that the
sort of interest which you wfll be able to get?

Mr. Mather.—Not to-day.

President.—At what rate you get it now?

Mr. Mather.—8} per cent. to 4 per cent on some of our loans. We are,
however, lodking at an average for seven years and we estimate 6 per cent.

President. --And as far as working capital is concerned [ don't think
there is any circumstance which justifies a rcduction in the proportion?

Mr. Malher~Nn, Weo have given you details of that.

President.—The only other question with regard to overheads is the ques-
tion of the allowance, agents’ commission, head office and so on. I think
Rs. 10 lakhs that we have allowed is on the whole a moderate provision,

Mr. Mather.—Yes,

President.—The usual practice as far as T know is 10 per cent. of the
profit hefore depreciation is set aside. Actually this figure of Rs. 10 lakhs
is 10 per cent. of the profit on a fair capitalisation after depreciation is set
aside,

Mr. Mather.—This 10 lakhs that we mention here is not 10 lakhs that
goes to the agents firm. Over Rs. 6§ lakhs of it is actual expenditure on
the Head Office. ete.

President.—What 1 wean is; it is really a very moderate figure.

Ar. Mather.—The Steel Company’s agreement with its agents does pro-
vide a very moderate and much smaller remuneration than that is common
in India to managing agenis.

President.—You ask that no deduction should be made from this state-
ment on account of surplus on pig iron: can you give us a stalement of
the average surplus on pig to January 19332 Give it for 1980-31, 1931-32
and 1932-33.

My, Dalal —Tt 13 a minus figure during the last two years.

Alr. Mather.- Take statement 18, column 4; it Is a minus figure for the
last two vears.

President —In taking this figure of 120,000 ions as the approximate
surplus that you can sell, what is the sort of data on which you base that?¥
[ expect vou assumie that exports 1o Japan would be on the reduced hasis
of the past 18 months or two years and then you assume, 1 suppose, an
export of 60,000 to 70.000 tons to the United Kingdom?

My, Mather—~ Tt eannot he a very precisely caleulated figure.

President.—There is just onc otlier point, If you look at table 5 does
it make any difference to the Company if the overheads aud profits were
caleulated on a uniform hasis?

Mather.—No. T don’t thiuk it does very much.

President.—The average would be 37-5. The only trouble ix, suppose
you rednced the fignre on galvanised sheets to 37-5, the other figures approxi-
mate so close to 375 that the only way yon can do il is by raising it on
tinbar and billets on which you get only your contract price.

Mr. Mather.—Yes. The main diffieulty will then be that if you are to
raise the average on tinbar and billets it will be beyond our possibility to
recover it, .

President.—Your price in the agreement wih the Tinplate ("ompanv will
i) do“ n constderably ?
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Mr. Mather~—That depends on the amount of protection given.

President.—They have asked for Rs. 43 imstead of Rs. 48 and we can’t
possibly give them more than thev have asked. Straightaway there is a
possibility of reduction.

Mr. Mather —Therefore the agreement goes on the present hasis, The
basis of payment is automatically changed. Tt will become [/Jvd of the
f.o.h. price of Welsh tinplate which T gather would be somewhere about
Rs. 68, which would be somewhat less than our faiv selling price. 1f we
raise our overheads on that from Rs. 24 to Rs. 37 there v no way of
making it up.

President —It is avbitrary. You take works cost into acconunt, you
take marketing conditions into account and then vou fix yous overheads.
Tn the last resort it is an arvhitrary agreement. Fach manufactorer has
got lis own way of fising on-costs. The only basis nltimately from a purely
business point of view isx to do it on what the traffic ean hear.

Mr. Mather— That is a principle which I would be prepared to accept.

Mr. Wiles—1 propose to deal first with the town expenditure. Have
you got a copy of the town budget?

Mr. Mather.—We have.

Mr. Wiles.- -1 propose to make a short statement and you can interrupt
me if it reguires correction. The inclusion of the whole town expenditure
in your costs has been criticised by a good mauy people at various times.
Tt has even heen suggested by one economist that it would he entirely
excluded; that it should be entirelyexeluded and run as a separate enter-
prise.  Your answer to that weuld be that-in the conditions in which the
Jamshedpur town was founded and in the c¢ondition in which the Local
Government is at present, the Tata Iron and Steel Company had no option.
They were bound to build the town and provide amenities tor their
workmen and in fact you claim that generous as you have been, you are
doing probably not more than is being done by similar up to date industries
in other parts of the world. [ therefore won’t say any more about the
general inclusion of the towun esxpenditure in your works cost. But eir-
cumstonces have changed and now vou have cot a considerable cxtrancous
population; the growth of the industry las atiracted a considerable popula-
tion which is only indirectly dependent on the steel industry itself, and I
propose to ask you a few questions abont the criticixm that the free supply
of what we might eall municipal services to the outsiders cannot be justified
at the expense of the Company. T have made here a summary of the
concessions; T will just run rapidly through it and you can tell us whether
they are free or paid for in part. Water supply 1s entirely free?

Mr. Dalal.—To a part of the town but not to shopkeepers whom we
charge for the service rendered.

Mr. Wiles.~-EFlectricity [ suppose is paid for in part?

Mr. Dalal— Tt is paid for by evervbody to whom it is supphed.

Mr. Wiles.—J was thinking of lighting of roads,

M. Dalal.--Road lghting is free.

Mr. Wiles.—Flousehold lighting and fans are paid for*

Mr. Dalal.—-Yes.

Mr. Wiles.—Sanitation is free?

Mr. Dalal. -There is a small conservaney cess being levied,

My, Wiles.—Js that in respect of the sanitary arrangements of yonr
sewage plant?

AMr. Dalal.—We do not allocate this expenditure against any particular
item.

Mr. Wiles.--1 have another heading here of Tealth and Conservancy.

M. Dalal.—That is the same thing,

Mr. Wiles.—You recover some small amount. in bye-products?

M. Dalal.—Yes.
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Mr. Wiles. Medical relief is entirely frec? :

"My dralal —Not quite entirely. - 1 our doctor visits the louse of unon-
employees he charges them and also tor medicines to non-cmployees recently
a small charge has been levied.

Mr. Wiles.——HHospital treatment is lree?

Mr. Dalal:—Not for non-employees,

Mr. Wiles. Ts education #he same or entirely free?

Mr. Dalal.—Small fees are being charged except for the Company's
employees’ sons in the lower classes. | am not quite sure but T think that
is the position, :

Mr. Wileg—House accommodation is paid for in part; you don’t actually
recover the total amount?

Mr. Dalal.- ‘We recover 3-8 per cent. before allowing for interest and
depreciation.  To all intents and purposes we do not provide hense accom-
modation to anybody but the Companxy’s employces and they pay for it
Non-employees who arc resident in Jamshedpur have to provide their own
housing,

Mr. Wies.—For roads vou get nothing?

Mr. Dalal. -No.

Mr. Wiles.—Welfare services are entirely free*

Mr. Dalal.—Yes, hut those again are only for company’s servants,

Mr. Wiles.—You recover nothing for seneral town adininistration?

Mr. Dalal.—No.

Mr, Wiles.—Public safety, town guard aud so on?

Mr. Dalal.- That is for purpoeses of the works, not for law and order but
for looking atter the Company’s property.

Mr. TWiles.— And what you eall your Tiseo Hotel you run for your
employees?

Mr. Mather. No, mainly for visitors who e¢ome on business {or the
Company, We are running it at a loss.

Mr, Wiles,—1 will just ran through the list of welfare saervices:-—First
aid, lee and soda water, Boots to willworkers, Washhouses, Women's Rest
Houses, Maternity Benefit, Disablewent Compensation, Recreation including
cinemas, Foothall and other sports, Pienics and the Dairy Farm and so on,

Mr. Mather.—Yes.

Mr. Wies.—In the note you supplied to us regarding the administration
of the town in future you have given us to understand that vou have been
in correspondence with the Government of Bihar and Orissa for some vears
on this. subject and the conclusion we can derive is that the n\'istiug“typn
of administration is not likely io be changed in the near future.

Mr. Mather.—There have been several atiempts at intervals to work
out an alternative method of administration but nothing has been found
practicable in the present staie of the provincial finances,

Mr. Wiles—That 15 to say the Company supplies essential services such
us those T have mentioned just now and the Notified Area Commitice
tecovers ua little revenue of s own for purposes like the control of markets.
roads, buildings, public vehicles and so on?

Mr. Mather. Yes; that is very small,

Mr. Wiles.—Then the question remains to what extent if at all vow
are failing to recover from the outside public anything on account of
services you render them, In trying to calculate some figure, T have
worked on these lines. 1f you take your town budget, T take it that each
of the following items does cover some service to : utsiders-—~Generar Adminis-
tration, Water Works, Sewage, Roads, Healtl [Tospitals, Rublic Safety,
Gardens and Education. They are all items which are enjoyved by the out-
siders as well as by your own employees.



81

Mr. Malher—% Public safety” covers maiuiy chowkidars and durwans.

Mr. Wilgs—1 will oxclude public safety. 1 notice that out of Kstate
Management No. 2 you make considerable profit and I take it that the
profit which you make out of the Estate Management can fairly be said
to cover some of the expenditure on the other heads. 1 would thereforo
exclude from this list T have given you roads, public safety and gardens.
There is nothing else which would come under that head

Mr. Mather.—TExcept that there is a balamce left over for contribution
towards the expenditure on the others.

Mr. Wiles---1 will take that into consideration. 1 bave tried to make
some estimate of the outside population, You have not been able to give
us any definite estimates. So T have proceeded on these lines, Your total
population at Jamshedpur is 83,000 of whom 24.000 are under 15 and 33,000
under 20. Taking those figures as a rough guide I take 234 dependents to
each worker as being approximately correct. That gives us a work popula-
tion of 70,000 leaving 13,000 outsiders. Can we take that as being a rea-
sonable figure for outsiders?

Mr. Dalal.—Tn outsiders would you mclude the employees of the Asso-
ciated Companies and their dependents?

Mr. Wiles—~Would this 13,000 include those? 1 suppose it would not

Mr. Dalal. -1 ihink on a rough estimate it would not be unreasonable
to assume that there are 10,000 people in the town who do not belong to us or
to any of the Associated Companies.

Mr. Wiles. The figure of 13,000 presumably includes all the Associated
industries. The figure of 24 dependents would apply to them as well.

Mr. Mather.- In that event, 2} dependents in addition to the worker
himself involves multiplying the number of employees by 3% In arriving
at 70,000 employees and dependents you have thus taken 20,000 employees.
There are more than 20,000 cmployees plus the employees of the Tinplate

Jompany, We ourselves have shown an average attendance of 18,000 men
but the nmumber on our hooks would be 21,000 or 22,000. There is o con-
siderable number of people working in the Tinplate Company.

Mr. Wiles.—So vou think to that extent my figures will require correc-
tion.

Ar. Dalal—Tt may not be unreasonable to assume that there are about
10,000 outsiders.

Mr. Wiles.—Tn  allocating  expenditute we cannot of  course follow
directly the population basis, but 1t will ido as a rongh guide.

My, Dalal.- -5 do not know: hecause there are large proportions of the
population to whom barring voads and general services. hardly any services
are rendered. Sewage does not apply to the whole town. Water supply
does not also apply lo the whole town. In the case of the Associated Com-
panies’ which are in the eastern part of the town, the lighting is looked
after by them.

Mr. Wiles. So that to that extent 1/7th would be too large a propor-
tion to be debitable to outside?

Mr. Daladd- T certainly think so.

Mr. Wiles. -10 per cent. would be 1/8th. That gives us a figure of
about a lakb.

Mr. Dalal—My point is that there is very little that we do beyond
allowing them tihe benefit of the general town administration such as the
use of our roads and street lighting.

Mr. Wiles.—I am trying to get something more definite than a vague
statement of that sort. There is the general administration of the town.
Thev must share in that Whether they share in sewage, T cannot say.

Mr. Dalal.—Some of them may. It depends on the area in which they
live.
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My, Wiles.—Health. and conservancy they share. Hospital and medical
relief they share. Gardens and Educalion they all share.

Mr, Dalal.—Yes.

Mr. Wiles.—I don’t think we should be far wrong if we took about
1/8th of tho total expenditure of this type which I have taken out there
as being debitable to outsiders which comes to roughly about a lakh of
rupees.

Mr. Mather.—You are now &hinking of the gross expenditure?

Mr. Wiles.—Yes. The actual recovery is about Rs, 111,000 and the
actual sum recoverable is Rs. 1,34.000

My, Delal.—~Yes.

Mr. Wilesq—I have taken no consideration of the cost of the capital
oxpenditure on the town. That raises another complication. T really do
not know whether it 35 worth while going into it. But since the question
has been raised, it is worth while to come to some conclusions on that point.
T suppose when we reduced the-total capital expenditure of the Company
to Rs. 124 crorves, that was not allocated separately to the works and to
the town?

Mr. Mather. No.

Mr. Wiles.—I{ we took it pro rata, arithmetically, should we be right?

Mr. Mather. -T think the capital expenditure of the town will not he
reduced in the same proportion.

Mr. Tiles- T will coutine myself to principles, because I shall have to
alter these figures. Tt will be necessary to-distribute the capital expendi-
ture on the town in the same way as I have distributed the annual expen-
diture.

Mr, Mather.—Yes, but nol in the same proportion.

Mr. Wiles. T have followed this system. T exclude town buildings which
stand at Rs. 120 lakhs as being entively for the bLenefit of the employees,
Part of the land charges must belong to the works only.

Mr. Mather.-- That land charge is Rs. 21 lakhs at the last balance sheet
which inecludes the cost of acquisition of land and of the town roads includ-
ing the land ocenpied by the works and the fund let out Lo the subsidiaries
and the land unot occupied at all.

Mr. Wiles.—What part of that would you put 1o the town as such?
Would Rs. 5 or Rs. 6 lakhs be a reasonable fipure?

Mr. Mather —Possibly.

Mr. Wiles.-- The expenditure on sanitary works, electric light works and
water works wounld all come definitely under the town?

Mr., Mather. Yes,
Mr, Wiles.—That gives you u figure of about Rs. 116 lakhe.

Mr. Mather.—The water system is partly for the works, heecause the
initial pumping of water from the river is a common supply to the works
and to the town water works also. This item 10 on our last balance sheet,
riz., Rs. 51-9 lakhs, water system and sanitation, inclndes the cost of the
original pumping station and the arrangements for pumping water for the
supply of fresh water from the river and the main to the works, but not
branches iuside the works. Those are part of the eapital expenditure and
it also includes town water works.

Mr. Wiles.—Can you give us any sort of distribution?

Mr. Mather.—-On a rough cstimate 2/3rd of that amount may represent
the water supply to the town.

. Mr. Dalal.—Would it help the discussion at all if T mention roughly the
Il{ntere?t] imd depreciation on the town capital expenditure is estimated at
s. 5 lakhs?

Mr, Wiles.—J can’t see how that is arrived at.
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ifr. Dalul.—I could not give vou the details now, but that is the figure
which we have been working on.

Mr. Wiles.—TFor what purpose were they worked out?

M#. Dolal——In cdonnection with similar ideas as to what would happen
if we had a Municipality and so an. This matter has been under considera-
tion for a long time.

Mr. Wiles.—J should like to have the tota) capital expenditure which

A ; .
you would include.

Mr. Dulal.—Yes, we will give yvou the figures.

Tresident. And the rates at which you worked it ont,

My, Jadal. ~Yes,

Mr. Wiles.-—-We will return then to the question referred to this morning
ahout the provision in vour cost sheets of cerinin expenditure, ns 1 nnder-
stand it, towards reserves for repflrs and renewals. The items in question
in January—June 1933 period amount to the very considerable sum  of
Rs. 14-46 lakhs.

Mr. Dalal.: -Yes,

My, TWiles—These questions of reserves and depreciation ave highly
complicated and disputable. 1 don't propose to deal with them n detail.
but just Lo give vou some primdi facic conclusions which occur to me as an
outsider. 1 understand that in addition to the regular expenditure on
labour and materials on repairs given in your monthly cost sheets, you
have under various heads a cortain fixed sum which goes to a fund. Tn
the statcinent, von have given regarding these funds and the accumulations
vou have given us items of c¢xpenditure against those funds for each vear.

My, Mather. —Yes.

Mr. Wiles. What is there included in those statements you have given
us whieh is other than the regular expenditurve on labour and materials which
vou show in your cost shoets every month?

Mr. Mather~There is practicallv’ nothing in those expenses which is
not Jabour or materials in one form or another, hut there is no duplication.
There it no inclusion in that of expenditure on lahour and materials which
is showu clsewhere in the cost shicets.  The main object of providing for
certain parts of our expenditure-by means of a provision at a fixed rate
rather than by entering the actual expenditure at the time it occurs is to
avoid very large fluctuations, becanse those particular ivpes of expenditure
occur at irregular intervals.” Wihen they occur, they are big amounts and
there are otlier periods when there is no expenditure at all of that parti-
cular kind. In order therefore to prevent very large fluctnations in the
current costs month by month which, might be large enough to make the
costs useless for the purpose of comparison of progress and efficiency, we
deal with these particular classes of expenditure by a provision at a uni-
form rate per ton of product from the Sinking Fund. At the end of the
vear we take stock of the position. We have provided against each particu-
far fund a certain nuwmber of lakls of rupees in the course of the year.
We find we have actually spent on that particular head (which if I may repeat
it, docs nob in any way overlap any other item of expenditure in our costs)
some smaller or larger sum as against the total provision during the vear.

Ar. Wiles. T understand that. You make a sort of budget estimate in
order to distribute the annual charges more or less equitably each month.

Mr. Mather.—That is right.
Mr. Wiles.—And divide it by 12 and put it into each month.
Mr. Mather.—Yes.

Mr. Wiles.—And to the extent to which that provision has been in
excess, you have been accumulating a reserve from vonr cost sheets which
was not intended.

Mr. Mather.—Yes.
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Mr. Wiles.— 1t is really a <ort of hidden reserve whicll | understand you
have transferred at the end ol the year to your repairs and renewal fund?

M. Mather.—At the end ol the year we try to balance the repairs and
renewal fund. Tor certain types of this expenditure we think it wise to
keep a reserve in hand, that reserve being declared in the balance sheet as
such. The existence of those reserves under each fund is brought into the
account, The provisions are added to them and from that total is deducted
the actual expenditure incurred in the year. If the result of that leaves
the available reserve bigger than we think it desirable to keep, we transfer
the balance to the profit and loss account by reducing the amount shown as
actual expenditure on the production. In the Company's profit and loss
account we reduce the total works expenditure by that amount so that we
have not been building up any sort of hidden reserve, as any reserve which
exists, is a declared reserve. Lt stands in our last balance sheet at Rs. 114
lakhs. At the beginning of the current period of protection, it was Rs. 29
lakhs. lustead of adding to the rescrve, accumulating “a reserve under
that head, we have drawn on previous reserves of the same amount which
have been accumulated in previous years, because we have come to the
conelusion that it was not necessary to keep such big amounts under that
item—our object being to keep that item solely and simply for the purpose
for which it was intended.

Mr. Wiles. Then only the question remaing whether there is not some
overlapping between your depreciation reserve and your repairs aud rene-
wals reserve, Perhaps you could give us some satisfactory answer to that,

My, Mather.—There is no overlapping. We treat the two as entirely
separate. The very fact that we. take the excess provision straight to the
profit and loss account shows that we do not treat it as a provision for
depreciation. We have in aetual practice during the last seven years
reduced that reserve considerahly so that we have taken more out of that
than put in.

Mr. Wiles, —Which fund?

Mr. Mather.— Repairs and renewals fund. We are not in any sense
accwmulating any rveserve for depreciation or for the replacement of the
plant. What we do with regavd. to this. provision is to utilise the amount
Lo bring a certain part of the capital equipment back into a workable condi-
tion when it necessarily gets info an unworkable coudition- the hrickwork
of open licarth, the brickwork of-vhe coke ovens, brick Jining of the blast
farnace and so ou. Tt is unavoidable that these things should become
nnusable in some cases after 2 peviod of 4-or 5 months and in other cases
after a period of 5 ov 6 years.  If these are not renewed, we cannot work
theni.  Therefore, apart altogether from any vadical altevation of the blast
furnaces or any improvemont of the structure ol a blast turnace or any-
thing of that sort, we have at somewhat irregular intervals to spend money
in order to put the furmace in a condition in which it can continue to operate
and it s that type of expenditure which is met from the provision made.

Mr. Wiles.—Do you not think ihat the border line between the use of
the depreciation fund and the repairs and renewals fund is rather thin?

Mr. Mather.—1 don’t say that there is never a case of difficulty. In the
case of 't-he open hearth and duplex plant, there is practically never any
case which requires considevation at all. The renewals there oceur verv
frequently, relatively speaking, and we simply renew the brickwork hy
spending the money out of the fund. )

My, Wiles—In 1929-30 aund 1930-31 there was a fairly large expenditure
on blast furnaces?

Mr., Mather —That is capital expenditure.

Mr. Wiles.—1t was met from this fund. Was that justifiable on your
own definition or was it not rebuilding so that the furnaces wers put in
a better condition than before?

Mr. Mather.—~What happened in those years was that we completely
rebuilt certain furnaces. As a matter of fact in those two vears we com-
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pletely relined three farvaces. Normally furnaces go 5 or 6 years—say about
5 vears—withont requiring relining. Therefore if we had three furnaces—
1 am talking of blast furnaces now—we should he velining oune furuace
evory 1% vears hut at that particular peviod we had three #urnaces relined
it two years. 1t is perfectly true that in the case of one of thuse furnaces—
D furnace---al the time of relining we enlarged the furnace very much and
practically rve-built it. We debited the cost of the new lining to this fund
and the other expenditure required to make the furnace very mueh larger
than what it was previously was debited to the capital account,

M. Wiles.—You added io your block?

Mr. Mather~—Yes, to the gross block- the cost of making the Turnace o
bigger onz. °

Mr. Wiles.—Would not the same answer upply to the Daplex mixer which
is the other itewn on which there was a very large expenditure?

M, Mather —"That is much more regular.

Mr., TWiles~-What is that due to?

My, Mather.—That covers re-building of the brickwork. There is nothing
in that. There has been no ahnormal expenditure of any type on those
furnaces during this period. :

Mr. Wiles.—Then there is a small item which seems more open to objec-
tion—the provision tor plate mill tables?

Mr. Mather—Thai waz the veplacement of tilting tables which we found
to be not strong enough. We have charged that to the revenme account
already.

Mr. Wiles—Would not tha replacement he o legitimate charge on the
depreciation fund?

Mr. Mather~—~We felt that it would hardly be correct because we only had
a very, very short use of them.

My, Wiles~—Therc is another rather curions point. Why shonld it be
essential whenever you use the depreciation fund to load your block account
because hypothetically a depreciation fund is for replacement aud uvot for
adding to vour capital account?

My, Mather—Our unett block is helug steadily reduced. Tt is merely
an accounting method which admittedly is open to question and T may say
that 1t is a matter which is under consideration between the Company’s
accountants and anditors, '

My, Wiles—1t tends to swell unduly your block account.

) ) It is entively
misleading,

Mr. Mather. —We bave that poiut under active consideration. As I have
said, the nett block is not increasing but it is tending to come down.
On this question of the method of meeting costs of this kind—relining of
furnaces and so on—hy means of these provisions, we kuow that that is the
general practice with many other fron and Steel Companies in other coun-
tries like Fngland, Germany, America and so on. Only last year the
National Federation of Iron and Steel Manufacturers brought out a report
on the method of keeping blast furnace costs which they hoped would
gradually be adopted as the standard system of keeping the costs by the
British manufacturers in order to make comparisons possible; their model
cost sheet provides for dealing with this type of expenditure precisely in
the way in which we are doing. Tt enters as part of the costs this item
for relining and special repairs which is, according to the text explaining
the thing, done by means of a fund. They give dummy figures to illustrate
how it should be done. They take 9 pence per ton which is equivalent to
the 8 annas we propose '@ charge. In the sume works cost, separately from
that in order to make it quite clear that that is not regarded as any kind
of depreciation, at the bottom of the cost sheets, they have a line for entering
the figure for depreciation.
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My, Wiles.——1 would be prepared to accept what you said for the moment
without going into details. My difliculty arises from rather a different cause.
We have given you depreciation rates much higher than any we have dis-
covered in a sigilar case. There are certain special reasons. It has been
worked out in a rather unusual way which I can explain in a few words
like this. The replacement value of the plant was estimated. The bloch
value shewn in the balance sheet was taken no notice of. 'fhe Board esti-
mated what it would cosl to replace works approxiuately of the same type as
your own at any time during the following seven years. They then esti-
mated what it would cost to maintain that works in a state of eficiency; that
ix to say whether any new machinery was put in or not, as long as the work-
iug value of the plant was kept constaut, we did not worry. Having provided
for depreciation®on those gencrous lines it now concerns us very intimately to
sec that there is no_overlapping hy other methods of replacing the plant.

My, Mather—-That s vight.

Mr. Wies.—T am a Nttle doubttul about the haundsome allowances for
repairs and renewals in one part of your programme plus handsonie allow-
ances 11 another parvt.

Mr. Muther.—We have given you statements of expenditure from those
funds and have shewn you whar we have done with any surpluses that there
way be out of this provision.  We do not deny that the rates have in recent
vears been bigger than necessavy. We have treated that matter separately
in our representation and bave specially called your atiention to it. So far
as the total provision has heen wreater than the actual espenditure, we have
taken that to the profit and loss acconnt,regarding it as a reduction of
notninal gross expenditure. We have not Kept it as being available for any
other purposc. In so far as ae «tate here the rate of expenditure in the
course of the year, that experditme has been uatilised simply to put the
furnace bhack into n condizion in which it could he operated. No owe can
operate an open hearth furnace say tfor the sixteen years on which your
depreciation is hased without many relintngs in the course of that peviod.
All that we do is to put new hricks in place of the old ones in order to keep
the furnace n a it condition to operate.

Mr. Wiles.=-Would you not regard it as replacement of machinery ?

Mr. Mather.—No, becanse when wo finally scrap the furnace, we serap it
at a stage when the bricks gre burnt out once more.  Supposing we reached
a stage some day when the open hearth was completely obsolete and must
he replaced by a new one, we must dismantle the turnace and we would not
incur this expenditure on the new brickwork. The same applies io hlast
furnaces.

My, Wies—-I will pass ou to the other items. Youn state somewhere in
vour represcutation {iat you are satislied that vour capital value of the plant
15 now somewhat higher than it was seven years ago.

Mr. Mather.—Not less. That 1s not what we say.

Ma. Wiles.—I think you have said that the value i anything is greater
than it was when it was asvessed at Rs. 124 croves. T accept your own state-
ment that you regard, alter the capital expenditure which you have put in
it, shall I say, daring the past seven years, its value 1f anything is higher
than it was seven ycars ago. Is that a statement of your position?

Mr. Mather.—I don’t remember that we have cluimed that the value of
the plant is higher than it was seven years ago.

Mr. Wiles.—~1I may have been misled by paragraph 59. In the past seven
yoars, you have tried to carry out the whole or the greater portion of the
capital programmme which you put before the Tariff Beard.

Mr. Mather.—At any rate we have carried out a capital programme of
oqual magnitude, if not of greater magnitude than what we submitted seven
years ago,
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My, Wiles.—In the same way you propose to carry out & capital programme
in the next seven years which certainly will improve your block considerably
more than at present.

Mr. Mather.—Yes.

Mr. Wiles.—I mean in the shape of mills, machinery, ete., which must
on any consideration make the total block very much more valuable than it
is to-day?

Mr. Mather.—Yes. *

Mr. Wiles —Now that raises the following difliculty to my mind. You
have financed your past capital expenditure from your depreciation fund and
vou are proposing to finance your capital programme from the depreciation
fund. Now your cxpenditure from the depreciation fund iw the past seven
vears has not only been less by a very considerable amount than the amount
allowed to you by the Board, that is about Rs. 120 lakhs less; but you state
that your block is if anything more valuable to-day than it was seven ycars
ago and it will undoubtedly be wore valuable at the end of seven years, Doces
it not scem to follow that the depreciation voun set aside is io that extent too
great? Tet me point out that T am regarding this purely [rom a theoretical
point of view, I am not waking any criticism of your building up of reserves;
[ am only telling vou what in my opinion a ‘‘ depreciation fund ”’ theoretically
ought to be.

My, Mather.~To my mind the operation of the depreciation fund in a large
industrial undertaking of this kind will necessarily lead as time goes on to
some changes in the type of equipment. Tt is not essential nor would it he
sound that the depreciation fund should be ‘applied simply and solely to
veplacing pre-existing units with identical units of the same kind. Tt is
essentially a provision against obsoleseence. It may be that a particular type
of plant hecomes obsolete in its detailed construction and design; there must
he another design to replace it. Tt mav even be that the kind of process
which was carried on in certain part of the plant is no longer required: when
that happens it must be replaced by somcething which will perhaps achieve
the same results by a substantially different method,

[resident.—Supposing you tveplaced it by a wnit which, while it used
different equipment and different methods, gave you a much larger ontput.
that is to say practically extended the capacity of your warks, when that
happened the money value of the addition to your capacity, 1s that properly
chargeable to depreciation?

Mr. Mather.~—A good deal dcponds' on '\\'llct»h(‘l' you 1};1"'e bheen ab.le to add
to vour capucity and at the same maintan all your esisting capacity ou an
efficient production basis. What 1s untuz}lly happening I tlunk in a case
of any lurge industrial unit of this type is that certain parts of the wmoney
pmviaed for depreciation is sgpent on unew equipment ‘\vhlch ‘may at any
rate at some stage of the process add 1o the capacity. Snnult;meou::]y
there may be some part of the plant still rvemaining in operation which
is no longer completely efficient and yon have to bualance the cﬂ“m_:r, ol
those two. Tor example, as yvou know, lll}til a short time ago “x-.cn.nhmmd
to operate the 287 mill. We had to ;n‘(_)‘.'ulu partly out of depl.‘ef'mtmn and
pattly out of other sources for a new mill; we were however being Imrdcn.(-d
by growing inefficiency relatively to what can he done by the new 287 mill.
We are in that position to-day with the open hm}'ﬂ. pl:mt:_ 'that‘lx an old
plant which relatively to a modern plant is hecoming increasingly iuefficient.
In five to ten vears time the plant for converting pig lron into steel wonld
he more cfficient than it is to-day. What T want to suggest is that it
does not necessarily indicate that depreciation has been excessive 1f it has
been used in such a way as to increase somewhat the gross capacity of the
plant. Jf we had built & completely new plant in 1926 with 12} crores of
rupees we would have u plant of the most efficient type available at that
date. Tf we now durink the next seven vears replace a part of that (let us
assume that the plant was designed for a maximnm production of 600,000
tons), we might replace some part of that in the course of the next few years
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in such a way as to increase the maximum capacity from 600,000 to 650,000
tons; to that extent it might appear that we have added to the capital
value of the plant, but the greater part of the plant would be falling behind
the most modern uew designs, We would mnever in the interval repluce
all the plant which was relatively incflicient by comparison with the very
latest designs: there will never he any single time in which we can replace
the whole plant. We can replace only to the extent of fith every year.

My, Wiles~-Do I understand you tu say that although you may by
installing new machinery every year greatvly inerease your total output,
it does not necessarily mean that the total value of yonr block as calculated
over seven years woull be more than what was calculated at the beginning?

Mr. Mather—The portions which have not heen replaced are becoming
relatively less &Mficient; we may be able to produce the output but we can
et it only at a higher cost and therefore the earning value of the whole
unit which is really the crux of the whole position is not necessarily
greater,

My, Wiles—Would you expect uormally 2 company not placed as you are
financially 1o be able to set aside annually sufficieut depreciation not only to
maintain output bhut to keep the work modern so that the plant is giving
much greater output at the end of the period without raising any fresh
capital from the shareholders?

My, Mather—1 find that the companies that followed {tliat policy were
among the few companies which are in a reasonably sound position,

Mr. Wiles,—They put it uside largely in the form of reserves?

Mr. Mather.—It is mercly. a maiter of bookeeping whether it is called
general reserve or depreciation. T leive seent vases of companies which in
good years set aside to deprecialion amounts equal to 8 per cent. or 9 per
cent. of the value of the block: in other cuses they have put comparatively
small sums to depreciation and substantial amounts to general roserves and
whenever they undertake some developmont they draw both on reserve and
depreciation,

My, Wiles,—Does it follow that in working out the costs of that Company
they will include these handsome reserves?

Mr. Mather.—T think any company which was not in a position to put
aside, whether it actually entered it in its cost sheets or whatever method
of bookkeeping is tollowed in connection with the transaction, sufficient sums
over a period of vears to enahle the plant to keep abreast of modern pro-
cesses will, you will find, after u period will be very badly handicapped and
may not be nbhle to survive.

Mr. Wiles.—1 am inclined to agree hut ! should supgest that the normal
procedure would be to set aside reserves out of profits.

Mr. Mather.—Tn a sense reserves can be set aside from profits.

President —Take vour proposed benzol plant as an illustration:; is that
an item which can properly he financed from depreciation?

Mr. Mather. -We think so.

President. -1t is providing teither against wear aud tear nor against
obsolescence ?

My, Mather~—That is trae in a sense but it will give us profit making
capacity in one direction to counterbalance the falling off of profitability
of the older plant. We think it may he more profitable to take this up
actively and spend money in that particular way (those ways being entirely
relevant to our operations) than it would be to replace part of the blast
furnace which is alveady to some extent absolete and is becoming obsolete.
Qur view is thal it would not be sound for us to be tied down to particular
types of nnits or parts of units which we had dig J926 or any previous
period o long ax the plant which we put in s defigitely connectef§ with the
production of iron and steel and we [eel that it would be right and proper
for us to spend our depreciation fund in sueh a way as would most reduce
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the cost of producing steel or increase the efhiciency. Tt is definitely a fact
that if we find the money for the construction of the benzol plant we will
have less money available for renewing some old parts of our previous
equipment which will need venewal al some later stage.

Mr. Wiles.—How would you regard the expenditure which has uo direct
bearing on your output and which does definitely add to the value of your
block such as the extension of vour sanitation, housing. street lighting, water
supply and so on? o

My, Mather —That we vegard as essential to keep cofficient workmen in
the town and keep labour contented and as an insurance against strikes.

Mr. Wiles.—It is very definitely an extension of vour activities in the

sense that it would he iuproper to meet it from the depreciatgon fund?

Mr., Mather-—We conmend that we cannot get satisfauctory workmen to
live in Jamshedpnr unless there are houses and there is no other source of
supply of capital for this with the Steel Company.

President.—May | take it that anything that either waintains or increasos
the earning capacity is legitimately debitable to depreciation?

Mr, Mather—Working as the Company has been for several years and
i hope it will continue to do it indefinitely, on =« specifically allocated
minimum amount for depreciation, it is reasonable at any rate for the
purpose in view that we should sot aside that amount and make it the
lirst call on the profits even if the sharcholders have to stund back. 1f in a
fortunate yoar in the future the Company is able to carn very large profits
then | should be inelined to say still allocate your correct amount to the
depreciation fund but if you canialso satisfy your sharcholders by au adequate
distribntion, then if there is still o surplus available, put some snrplus in
the reserve fund.

Mr. Wiles.—Simply as a matter of expediency?

Mr. Mather.—Yes; except that T should regard depreciation as having
the first call on the profits and not the reserve fund.

President.—What T am trving to get at is this. If woe accept your pro-
posal, we recommend protection for w period of seven years and in estimat-
ing the fair selling price over a period of seven years we tuke into account
all’ reductions in costs which may-be brought ahout by reasonable capital
expenditure. Some of that capital expenditure would if you are mot a
protected industry probably be met from the reserves and the rest frowp
depreciation® We have been in the habit of allowing a profit of 8 per cent,
We suggest that the burden on the country in respect of the protection
granted to the steel indusiry should be reduced not merely in respect of
ihe amount but in respect of the peried of protection as much as possible,
that is to say, try and fix your protection in such a way that the industry
is enabled to dispense with protection in the shortest possible time. In
order to make that possible the steel industry must undertake certain capital
improvements in excess of what can legitimately be met from depreciation,
We have allowed vou Rs. 78 lakhs a year for capital improvements, that we
considered necessary in order to shorten the period of protection. Necessary
capital expenditure of Rs. 78 lakhs we suggest ought to come out of the reserve
tund. We therefore to that extent roduce the amount of profit which may be
distributed to your shavcholders and we allow you 7 per cent. as depreciation
and we make a corresponding reduction in ihe rate of profit that we ailow.
Supposing the scale of protection was put on that basis, in the case of a
protected industry it iy possible to maintain it as a reasonable arrangement ?

Mr. Mather.—Provided that the amount which thuAConilpany is clearly
expected to set aside and as an actual fact must set aside is fully adc'quato,
to obtain lower costs and maintain the plant at a high state of efficiency.
whether vou call it deprgation or reserve fund is not of material importance,

President —We are on a guestion of principle and the guestion s this:
we do not wand in the name of depreciation ta allot fands for the compasey
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which ought really to go to the Company in the form of reserve. After all
there is a distinction between reserve fund and depreciation fund: there
is a certain recognised distinction between the two. In the name of depre-
ciation are we to allow the company to build up what in the ordinary comumer-
cial practice is regarded as reserve fund?

My, Dalal.—Do I understand that you add a certain percentage to the
depreciation fund and correspondingly reduce that percentage from the
profit so as to provide sometling more to curtail the period of protection—-is
that vour idea?

President.—-Yes,

Mr. Dalil—~That would mean 6 per cent. at present allowed is adequate
depreciation and whatever oxtra yon may choose to allow in the shape of a
reserve for ext®nsions would be over and above that,

President. —Assuniing these rates ave accepted.

Mr. Dalal —That i« on the assumplion that 64 per cent. is regarded as
adeguate for depreciation.as we submit that it is. The question now raised
is of such importance that if you would permit ns, we would like to consult
onr Board and give a definite veply later on.

President.—We are simply discussing the principle on which the thing
could he done. Supposing on an examination of the whole question we are
satisfied that a part of the eapital expenditure which you propose for the
next seven vears is capital expenditure of a kind that can in ordinary com-
weveial practice bhe regarded as properly debitable to a veserve fund and
not to a depreciation fund—assuming that we ave able to reach that sort of
a conclusion on thut quastion—and at the same time we consider that that
capital expendituve is essentiale because the reductions in costs that follow
from that capital cexpenditure arve alveady taken into account—we are
auxious that the period of protection should not necessarily be prolonged—
in that case the kind of solution” one would suggest—speaking purely
theoretically—wonld he to assume 61 per cent. as the rate of depreciation and
8 per cent. for profit. That would be the right rate in the interests of this
country since vou have derived so much benefit out of protection—you save
71 per cent. on the capital expenditure and you get 7 per cent. profit.

Ar. Dol -~The additional one per cent, would he utilised, not for what
we now regard as legitimate purposes for depreciation fund in which we
would include the Benzol and the cement plant. but for further extension.
1t would not be strictly debitable to the depreciation fund and to that extent
we would increase our earning capacity.

Mr. Mather~Do vou have in mind that the object is not so wmuch that
we should ndd additional items to the kind of programme that wo have
Lere, but that we shonld vather speed it up. Such a programine as this
could only be put into effect out of the depreciation fund in a shorter period
if the allocation to deprecintion were increased.

President. —~That is the problem.
Mr. Mather —That is the possibility yvou are asking us to consider.

Mr, Dalal.—Yon would not tic us down to particular items. If you would
permit us, we should aunswer that ¢uestion » little Tater.

My, IViles —1 would like to consider this from another point of view. 1
have sugpested that in respect of the past 7 vears it would appear to any
ordinary layman observing the progress of yonr finances that G} per cent.
is not only adequate. hut excessive and the reason T gave for that was
that you had not ouly maintained vour plant in a state of efficiency during
those seven years, at any rate in the same state of efficiency as it was in
the beginning. but had actually set aside a reserve of Rs. 120 Jalkhs, That
is as far as the past goes. What would he your answer to that question
if 1t were put to you?

My, Mather—I am afraid we don’t accept that pofition, Take fot instance
same of our hig mills. the sheet-bar and billet mill or the 237 mill—these
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mills are ncarly 10 wvears old. We have been able to do very little excopt
the ordinary maintenance. They are not uew mills now.  We have admittedly
definitely improved our efficiency hy our expenditure in other directions.
As an illustration of the kiud of point thai we have been making earlier.
even it we spend money out of the depreciation on a new type of item like
the Bonzol plant, there is at the same time the question of the obsolescence
of the existing parts of the plant.

Mr. Natesan.—Ts it your contention that tkough we have allowed you
depreciation, say, for a 16 year period, however much you have tried to
iuprove in the meanwhile a machine ov plant onee installed first conld not
#ive yvon the same efficiency and it could not he said that it is worth the
same amount as it was originally purchased ?

Mr. Mather—That is our contention.

Mr. Natesan.--1 wish ta reverse it in another way. Supposing, for
instance, vou thought that for the purpose of reducing costs and making yvour-
self more self-sufficient and self-supporting, you decided to add another plant,
sav, at a cost of Rs, 10 lakbs, would yon tuke that from the depreciation
fund?

Mr. Mather.—Yes.

Mr. Natesun.—How wonld you justify that?

My, Mather.—On these grounds:  so long as we kept within the relevant
limits of iron and steel production, we should justify that new {ype of
expenditure as one which was definitely relevant to onr operation to help
us to make more profit than merely a renewal, say, of some part of the old
plant would do at that stage.

Mr. Natesan,—You will say/that 1t would not only add to your usefulness,
but it would also serve the purpose of expanding vour husiness?

Mr, Mather—Yes if it was of the mature of expanding the business,

Mr. Natesan.—T take it that vou accepted the principle accented all
the world over, however much vou may allow a certain amount of deprecia-
tion, a plant cannot certainly have the same value which it had once
after a certain number of vears it had been in operation,

Mr. Mather—-The particulav items of the plant. T don’t say that if
the plant is taken as a whales Tf we go on adding new units instead of
replacing old onex, while maturally ‘tlic old ones decrease in value. we have
the value of the new ones to set off against that decrease. Therefore the
aggregate value of the plant as n whole need not depreciate. The whole
objeet of the depreciation Nund in the way we have been spending it is to
make the aggregate value of the plaat the same as hefore, hut it is cortainly
true that s particular anit in the plant which has not been renewed for
10 years is not as valuable as it was hefore.

Mr. Natesan.—T am tryving to understand this, Suppose [ purchased a
ear 5 years ago and certain parts were worn out and 1 replaced those parts,
will you contend that the car is worlh its orviginal cost?

AMr, Malther—Tt depends on how many parts yvou have replaced.

Mr. Natesan.—Personally ns a lavman and subject to the views of my
eolleagues, T would not certainly say that the machine is worth the same
amount which it was worth 5 vears ago. | don’t think it would he worth
one-half although T have replaced the parts.

Mr. Wiles.- As regards depreeiation T will try to sum up vour position.
You have preparved a programmre of capital warks which will give you the
resulls in costs which vou have shown iu yvour statements. You are not
in a position to reduce those costs unless von ineur the capital expenditure,

Mr. Mather.—No.

Mr, Wiles.—S8ituated ax vou are, vou are not in a position to raise
fresh capital.  Therefore vem must be placed in a position to accumulate
from profits swsficient capital to provide yourself with the new capital works.

Mr. Mather.—Yes,

STEEL INDUSTRY «
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Mr. Wiles.—It doesn’t matter to you whether it is called depreciation or
not. Strictly speaking from the theorctical point of view you are going
beyond the accumulation of depreciation.

Mr. Mather.—We don't regard depreciation as being of so limited a
nature as to indicate that this is going beyond it.

Mr, Wiles.—That is a matter for argument, whether you call obsolesconce
reserve orr depreciation reserve.

Mr. Mather.—That is eSsontial. Tf you want an alternative name for

depreciation, we should say obsolessence reserve which is essentially what we
use it for,

Mr. Wiles.—You claim that yon must be in a position to provide for this
capital expenditure otherwise you cannot show any reduction.

Mr. Mather.—~We don’t regard the industry as stable or as having an
assured future unless it can maintain a highly efficient plant of an operating
value of say Rs, 124 erores, the particular fizure which we have in mind.

Mr. Wiles.—Would you go so favr as to say, if vou arc not allowed to
accumulate such profits as to cnable vou to incur this capital expenditure,
you cannot effect such reduction in cost as would cnable you to compete?

Mr. Mather.—Yes,

Mr. Notesan.—When vou have got a deprecintion fund and you wish to
improve a part and bhuy if T may say so from that fund. a new machinery

to add to your productive capacity, yon have absolutely no compunction
about that.

Mr. Mather.—T{ we think that the addition of a new tvpe of machinery
will give us more profit. linking in properlv with our system of production
and without upsetting the system of production at that particular time, we
certainly think that it is proper.

Mr. Natesan.—J must take you back to the question which was started
hv the President vesterday about the duration of protection. You have said
that further perind of protection should be seven vears. May T ask you
to state what will be the serious disadvantages if this Board eame to the
conelusion that it is better to adopt a lesser number of years?

Mr. Mather~—We understand the position in this way. Tf the Stecl
industry is granted protection for a shorter period- -1 am not speaking of a
half vear or onc vear hnt. sav, two or three vears—than seven vears, in the
first instance we could not reduce the costs during thot period o the extient
to which we expeet to reduce. Therefore we shonld have to ask the Board
to grant us protection on a hasis of somewhat higher costs than we have
rut before it. because we should not during that short perviod bhe able either
to provide the additional plant or the renewal of the old plant which we
want to help ns to rveduce costs. Further it would not be nossible for our
men to rain farther exvwerience aund skill to the same extent in 4 vears as
they could in 7 vears. Secondly it seems fo vs reasonable to adont the point
of view taken bv the Tariff Board in hoth of its previous reports that it is
imnottant for the country that the Steel industrv shonld expand—T am
using the word exnansion in a sense miuch higger than the small expansion
we have hecn thinking of—and that genuine new eapital should come into
the industry. We feel that if the periad of protection were so limited. the
people controlling the possible new capital for the steel industry wonld feel
it necessary for them to waib apain wniii thev saw the working of the
new scheme of nrotection. They would like to see what was going to haopen
to the protection. whether protection was roing to be <erionsly redueced
or not. Won do think that anv shortening of the period helow seven vears
would be likely to deter the entry of new capital into the industry.

Mr. Nafesan.—Ts there any other serious disadvantage which vou can
think of?

Mr. Mather.—Those, T think, are the most important,



93

Mr. Nutesan.—When you are suggesting that new capital will feel shy,
are you thinking of the expansion of your own business by the introduction
of new capital?

Mr. Mather.—Y am thinking of some entirely new capital coming Into
the country with some new concern. We can’t predict with any certainty
in a matter like this as to what will happen in the future. T dou’t parti-
cularly envisage in the next seven years that the Steel Company would raise
a Jarge quauntity of outside capital in order %o produce a striking increase
in its capacity to produce steel apart from such additions as are set out
in the programme,

.:1[1'. Natesan,—What is your data for thinking that if we give a longer
period, new capital would be forthcoming for starting a singlar industry?

Mr. Mather.—T do not know if somehody is waitivg outside to invest
money into the industry. The position is essentially this: it the demand for
steel in India returns to what we may call a normal level or a substantially
higher level than it has been in the last year or two, the Tata fron and
Steel Company has made such progress as at any rate to make it clear to
evervbody that the potentiality of the Steel industry in Tndia is definitely
established.

_ Mr. Nutesan.—What T am trving to clear up is this: do you envisage a
situntion when shortly or within- a reasouable time after the Board has
reached its own conclusions, there will-be-people who will put in new capital
to start industries for which they can purchase your products or will they
start an industry exactly like Fours?

Mr. Mather.—1 am thinking now rather of the people who will put in
capital in order to produce more steel in Tndia rather than purchase our
products, People who wish to utilise their capital for purchasing our pro-
ducts wi]'] presumably do that as long as we are in a position to make steel.
T am thinking rather of a potential addition to Tudia’s total steel making
capacity. T am not suggesting that there is anyhody wlio will jump in
from the date of the publication of the report. 1 den’t think it is possible;
but if, by that time, there is any marked improvement, there may he people
who W}]l bt}gin then to examine the position definitely on the hasis of the
new situation arising from the mnew scheme of protection for the Steel
industry.

Mr. Nalesan.—Ts ib a reasonable inferenco for me to draw that you ask
for seven years in order that a rival company may be started?

Mr. Mather.—Not particulayly that. Bat we ave not afraid of a competi-
tor. Tt does not deter us at all that some rival company might come along.

Mr. Dalal—-As T mentioned to the President vesterday cven two years ago
when we were passing through a period of depression there were very serious
negotiations entered into by « prominent firm here with some group of
financiers or manufacturers for the definite ostablishment of a steel plant
with the object of rolling sheets and other things also. Tf such was the
case two years ago, there Is no reasen to bhelieve that given a little better
condition, such would not be the case in Juture provided a sufficiently
tong period of protection is given to us. And as vegards a rival firm, the
firm need not nccessarily enter into competition with us, it may make pro-
ducts supplementary or complementary to those that we make and it may
even work on some kind of arrangement with us by which we roll certain
products and they roll products which we don’t roll,

Mr. Natesan.~—-That is exactly what T was trying to understand. Tt we
extend the period fto 7 years, though it may not result in another steel
company to manufacture all the things you arce manufacturing, they may
take other lines and thereby contribute to {he expansion of products of steel
and make Tndia self-sufficient and self-supporting.

Mr. Mathgr.~Yes.

Mr. Natesan.—T have heard it vaguely said that whenever the Tariff Board
onquivies intg the industry, there iy some disloeation in the trade not only

G2
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during the period of the enquiry but also until the new duties come into
force.

Mr. Mather.—That is usually correct.

Mr. Natesan.—Would you say that is one of the rcasons why vou wautb
a fairly long period?

Mr. Mather.—Yes, although 1 would not rank this as important as the
other two. . .

Mr. Natesan.—Have you noticed any fall in the booking of orders during
the period of enquiry by the Board?

Mr. Malher.—Yes,

My, Dalole—It is more so when the period of altering the duties comes
along and not in the preliminary enquiry period.

Mr. Notesan.—Yon did experience such dislocation of the market or fall
in orders when the Ottawa wegotintions were in progress?

Mr. Mather.—Yes.

Mr., Natesan.—May I take it that if a period of seven years is allowed
vou would yourself be in a hetter position to extend vour works so as to
take in a few more lines which will he paying and which will lessen the volume
of imports into the country?

Mr. Dalal—We will clearly be in a hetter position if we have protection
for seven vears than if we have protection for five years,

Mr. Natesan.—I take it that your Board will seriously consider this
aspect of the question?

Mr. Dalal.—Yes.

Mr. Natesan.—Now turning to another subject, 1 wish to understand
the position botter than what T counld gather vesterday., T take it that your
transactions with the Oriental Steel Company are on the basis of consign-
ment account and not outright sales?

Mr. Mather.—Not ¢ven on consignment account.

Mr. Natesan.—Tet me understand the position. 1t is neither consign-
ment nor outright sales?

Mr. Mather.—Even when they ccase to be hars, the sheets are ours,
We don’t part with the ownership of the goods at any stage whatever.  Until
the finished sheets are sold, they are on our account.

Mr. Naotesun.—The goods belong to you?

Mr. Mather.—Yes. The bars are never sold. The bars remain our pro-
perty. They arc then converied into sheets and the sheets remain our pro-
perty until the sheets are sold.

Mr. Natesan—Can 1 take it that the full guantity of 35,000 tons of
sheet bar has been already sent by you?

Mr. Mather.—Barring a very small tonnage, most of it has been sent.

Mr. Notesan.—What is vonr financial position if part of the quantity
remains unutilised when the agreement expires?

Mr. Dalal.—That was onc of the points we went into in our negotiations
with the Oriental Steel Company. In view of the fact that we propose to
oxtend the agreement for a further period of six months, the question will
not arise immediately but at the end of the period a few bars may remain
unutilised. We will have to regulate our shipments in such a manner that
only a small quantity of hars may remain unutilised.

Mr. Natesan.—Confining myself to the transaction already entcrved into,
I take it that the fact that vou have sent about 35,000 tons of sheet bars
will affect your profit and therefore vou will realise less than Rs. 11-5 per
ton which vou have calculated and given to us

Mr. Dalul.—T don’t understand how it will atfect our profit

Mr. Natesan.—If ull the bars that you have sold remain unatilised and
if they are not converted into sheets?
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Mr, Dalal.—Tf the bars remain unutilised.

Mr. Natesan.—1 have used the word ** unutilised .

Mr. Mather.—They will remain our property lor our disposal, but we
will not make so hig a profit as we would otherwise make.

My, Natesan.—They will remain your property?

AMr. Malher.—Yes, and we can dispose of them as we please.

Mr. Natesan.—In caleulating your profit of Rs. 11-5 you have, I think,
taken inlo account the charges for depreciation and other overhead charges
that you do in regard to other items?

My, Dalal.—Some of the overhead charges have been taken into account
hut not the depreciation, on this ground that the extra prodyction does not
add to our necessary provision for depreciation in any way.

My, Natesan.—Then, the profit of Rs. 11-5 has been calculated on the old
freight rates ou the Bengul Nagpur Railway?

Mr. Dalal.—That is so.

Mr. Natesun.—If you calculate it on the new freight rates, will not the
profit he reduced still further?

Mr. Dalal.—Yes.

Mr, Natesan.—Can | take it that it will be Rs. 6 less?

Mr. Dalul.—We have actually calculated the total benefit which we would
derive by this arrangement.

Mr. Nuatesan.~1 have taken your figure of Rs. 11-5.

Mr, Dalal.—It would be Rs. 3 or 4 per ton.

Mr., Natesan.—How do you arrive at that?

Mr. Dalal.—1f the arrangement terminates on 3lst March, the great bulk
of vhese bars will have been despatched to England before 30th June,

Mr. Natesan.—You would have to send some goods, That will affect your
caleuluation.

Mr, Mather.—On a further guantity it will be approximately Rs. 6 per
ton.

Mr. Natesan.—1 put one more question. Can you tell us more exactly
what would be the nett profit under the new rates?

Mr. Dalul.—1 cannot tell you exactly.

My, Nalesan.—Approximately?

Mr. Mather ~—We estimate that if the higher freight rates are levied the
nett beuefit to the Company will be Rs, 1} lakhs if it terminates next March
and Rs. 3} Jakhs if it terminates in September, 1934, That is subject to the
further assumption made in the last two paragraphs,

Mr. Natesan. -On page 4, puragraph 7, of your memorandum you say the
arrangement cannot be estimated to hdave benefited the Company by more
than Rs. 21 lakhs if it terminates in March, 1934 is that corvect?

Mr. Dalal.—That is on the old freight rates.

Mr. Natesan.—Am I right in assuming that the 2§ lakhs of rupees yon
have arrvived at is on the assumption that all your bars will be utilised?

Mr, Dalul.—That is so.

Mr. Natesan.—T want to put one more yuestion. Js the Oriental Steel
Company in London using Indian steel as far as possible for the manufac-
ture of galvanized sheets for India?

Mr. Dalal.—We have tried to get them to use our bars as much as possible
and we have no reason to believe that they are not attempting to use as
much of our bars as it is possible for them to do so. But there are certain
difficultigs about their usiug our bars for all kinds of specifications for
siall tonnages that they receive.

Mr. Natesan.—One more question and 1 finish. You were telling us this
morning in answer to the President that you had entered into contracts for
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the purchase of coal. TIf you had your own collieries, naturally one would
expect that you should use your own coal. 1 understand that you are not
happy over the contracts entered into for the purchase of coal?

Mr. Dalal, ~That is so.

Mr. Natesun.—Supposing the position was quite different from what it is
now, instead of the Tata lron and Steel Company only applying for protec-
tion, there were three or four Steel Companies in India who were asking
us lor protection, do you nol think that it is but fair that extraneous
considerations such as you have been forced into 4 contract with certuin
companies should not in the least guide the Tariff Board in arriving at the
proper price of coal?

My, Mathew —T think it is relevant to call attention {o the fact that the
Tarift Board found in 1923 that the only other company making pig iron
on a large scale with a modern plant had similar contracts for the purchase
of coal to those which we made at about the same time—some of them even
more onerous than those which the Tata Iron and Rfteel Company entered
nto.

Mr. Natesan.—WIill it be a justification for a public body constituted by
the Government and the legislature to take thai into consideration because
two people have entered into contracts which normally would be considered
unbusinesslike ¥

Mr, Dalal—May T submit that the special considerations of a Company
like ours working upon an industry so complicated and difficult—and a
ploneer industry such as this—at a _fime when no snuch ihing was known
in the country, have got to be taken into account. When these contracts
were made, they were made with the laudable object of capturing the coul
supply as much as possible, ‘with the idea that we should not be stranded
for want of eokinz coal at any time. Now we find at the end of so many
years that these contracts, as things have furned oui, are nnwise. KEven
a few years later when the fivst Tarifl Board examined the question, they
came to the conclusion, taking the conditions into account at the time, that
they were not unreasomable. Tf subsequent events have shewn these con-
tracts to be unwise, then I submit that it was not a thing which cven
group of pradent men, taking all the! circumstances into account at the
time, could possibly have foreseen and in vicew of the very special nature
of this industry which was a piloncer industry, a mistake like that ought
to he looked at with some generosity.

Mr. Natesan.—] can understand if you say thut there are extenuating
circumstances in your favour,

Mr. Dalal.—Another company has done that.

Mr. Mather —We merely mention that to point out that it was not
any particular unwisdom on the part of the Iron and Steel Company. The
great difficulty we all have now—those who are trying to administer these
contracts—is 1o take our mind hack to the circumstunces of 1919 and 1920
when not only one group of businessmen but another group of businessmen
scemed to think that it was not unwise to enter into such contracts.

Mr. Nalesan.—Surely the price of coal at which you would be able to pur-
chase under ordinary terms would be less it there were no contracts?

Mr. Dalal.—Undoubtedly it would be less but the circumstances might
have arisen when we would have had to pay more for our coal.

Mr. Natesan.—I am purely putting thesc questions to understand the
position.

Mr. Atha.—T should like to ask vou one or iwo questions about the shect
bars. The bars remain vour property and the sheets remain your property.
That means 1 take it that they must be sent here as identical sheets rolled
from your bar.

Mr. Mather.—Yes.

Mr. Atha—So those orders—thaose odd orders-—for different gauges and
gizes that cause difficulty are for India only?
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Mr. Mather.—-Yes. Tf we are in a position to supply suitable bars even
for the special sized sheets they will have to take it; in fact they would
do so. But the actual difficultics are that the small orders are for many
different sizes. Another complication is that there are several makers in
the United Kingdom who are members of the Oviental Steel Company and in
order to get the maximum use of our sheet bars we should have to arrange
for suituble sizes of shect bhars for each maker as he gets orders for a
particular size. If it was a case of one sheet works in the United Kingdom
and if it had a monopoly, the position would he much simpler. There
would be no difficulty such as we experience now.

Mr, Athe,—The material is always yours?

Mr. Mather—Until it is sold, 1t remains our property. .

Mr. Atha.—If the sporifications of gauges and sizes and the orders go
direct to them, they cannot use your bar unless they happen to have the
right size.

Mr. Matlher—But the diflicalty is this. The specifications for sheets
te be made from our bars arc not controlled by us. The specifications are
issued hy people who wuant them, Tf a man wants a particular sized sheet
har, he sends his specifications.

Mr. Atha.—It is a question of whether British works happens to have the
right bar or not?

Mr. Mather.—That is right.

Mr, Atha.—On the question of depreciation dealt with by Mr. Wiles,
it is quite conunon now to keep what is called a plant register. You don’t
keep a record of that kind, do you? |

Mr. Mather.—We have onc but we are not satisfied that it is adequate.
We took the matter up early this year with the intention of keeping a correct
and complete plant register. We have reeords from which we can trace
pretty nearly everything but we suspect that they may not be entirely
complete. That matter was taken up early this year and our new Accountant
is now going into the whole question.

Mr, Atha.—You shonld try to keep a plant register to cover machinery
and evervthing, Bach item should bhe put down, new items which you have
added for replacing old ones should be cutered and items of plant no longer
in use struck off.

Mr. Mather-—llaving got an adequate plant register, the question of
allocating against exch particular item with appropriate depreciation is rather
a separate one. We are having ‘that investigated by our Accounts Depart-
ment, by our Head Office in Bombay and by our Auditors. We are trying
to see how far we can go in the way of allocating the depreciation or obsoles-
cence fund to spocific items, We are aiming to do that, but I am afraid
there will be considerable difficulty. During the time of the greater exten-
sions, we found great difficulty in keeping the accounts of each individual
item. That has been a very complicated problem. We have in mind what
we ouglit to do and we are trying to work in that direction.

Mr. Atha.—As regards the question about the yield of the blooming mill,
vou said that it would he inadvisable to tuke separate sizes of ingots. That
is quite sound. Perhaps two sizes or three sizes of ingots might suffice. I
don’t think anvhody would suggest a larger variety.

Mr. Mather-—All T had in mind was that we could not go much further
than we are doing in that direction to get an increased yield.

Mr. Atha.—I snggest that an average vield of 92 per cent. from the bloom-
ing mill is quite possible; it is not possible with the ingots as they are
to-day, bul with the altered shape of ingots and with altered method of
casting you should get this result, not immediately but in time,

Mr. Mathen—We can asswre the Board that the works organisation of the
Company is certainly going a long way in its attempts to improve. Wa have
not reached a stage as yet at which we ourselves feel we can safaly budget
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for so high a yield as that but we certainly do intend to keep working on
this question of yield and improve the yield.

Mr, Athu.—dJudged by known results it scems that 92 per cent. is not at
all impossible. There is a guestion in connection with the open hearth ingot
cost. 1 think the cost above metal should not be more thau the cost above
metal for the Duplex under your conditions,

Mr. Muather.~Yes, 1 should expect Lo find that so, if we had a modern
open hearth plant. .

Mr, AthaThen of course following your present practice using all the
scrap in the open hearth furnace the actnal cost of the open hearth ingot
will be lower, and the cost above metal for the open hearth process should
not be moge than that in the Duplex taking over-all costs?

Mr. Mather.—I1 should expect that,

Mz, Athe.—This Rs. 0 lakhs to be spent on the steel making plant men-
tioned in statement 19 has not been explained.

Mr. Matlher~The rcason why we have not said much more is that our
own view is not yet Lnal on that particular point. I pointed out this
morning in connection with the ingots which we expect Lo require from the
two plants that we do not expect to get more ingots thaw we were producing
during the first half of this year from the open hearth aud it is open to
question whether it is worth while [ov that production to spend money on
an entirely new open hearth plant. An alternative would be to spend
a similar amonnt of money on improvements to the existing plant. 1 am
not at all sure that that would be wise: but we have not fiually made up
our mind. A third possibility ise that we might make some arrangement
for addiug Lo the steel-making facilities of the Duplex plant.

President.—If you take the explunation en item 10 at page 87, that refers
specifieaily to the open hearth?

Mr. Muther.—1 must apologise if that has in any way misled the Board.
When we said it should be re-built or replaced we did not necessarily huve
in mind that the veplacement would inevitably be in the open heartlh plant
itselt.  There is the third possibility which 1 have just mentioned but we
have not reached finality in our-own mindy yet. We ought to have made
that more clear.

Mr. Atha.—In connection with the gencral estimate when the President
mentioned Rs. 5 as the reductioun, it scems to me that there is one figure
that can be got out, Inereased output would certainly reduce the general
charge per ton?

My, Mather.—thal is corrcct.

Mr. Adtha.—We don't think we have details of fixed charges which would
enable s o estimate this,

M. Mather.—-We will work it out for you. We will try to work out a
definite figure. 1 would like to mention that we have had that in mind in
arriving at these estimaies that a conspieuons item of reduced costs is what
we know as *f general works expenss . Qur total expenditure wnder that
head will not rise appreciably because we make more steel.

Mr. Atha.—1 understand that a screening plant of some kind has been
put up at the colliery. Is that in one of your own collicries?

Mr. Mather—That hag been put up in the largest colliery with which we
have a supply contract with the object of the coal being sereencd into steam
coal and slack. We have two objects in view, one is that the slack heing
a little lower in ash than the large coal it will be an advantage lor us to be
able to reserve that low ash portion of the coal for the coke ovens; and
sceondly, about two-thirds of the outpnt of that coal will he steawm coal some
of which may possibly be sold in the market.

Mr. Atha.—That shonld tend to reduce your cost of coal.

President.—~You can't put a figure on that?
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Mr. Mather —As we use less coal for purposes other than coke making
wo will have Lo use it in cther forms, uuless we are in a position to sell if.

My, Natesun.—In answer to Mr. Atha you said thav you do not keep any
plant registers? .

Mr. Mather.—We have nol got plant register at the moment in guite as
perfect a condition as we shoald like to have it, but we have indexed
records of all the plunt we have bought; we huve not got these arranged 1n
the form in which it is done in a planteregister but we have no serious
difficulty in tracing a particalar item,

Mr. Natesun.—T dare say yvou are paying income-tax. What is the prin-
¢iple they follow with regard to depreciation?

Mr. Muatiier.~They asscss us at varying rates accordinggto the nature of
the plant.

Mr. Natesan.—What T am thinking is this: suppose you total up the
block value taken by the Income-tax Department will it correspond to the
value that we get?

Mr, Mather. -Block value taken into account by the income-tax authori-
tios is higher than the block value of 121 crores and also the depreciation
allowed by them last year was Rs. 120 lukhs instead of Rs. 73 lukbs allowed
hy the Tariff Board.

President —That js to say it was practically the same rate on a bigger
block ¥

Mr. Mather.—Yes.

(Continued on Weduesday, the 22nd November, 1933.)

President.- We go on to Chapter VIL own the prices of mmported steel,
Now the first group of articles of which you give information regarding
prices is rails, fishplates and sleepers. 1 gather that rails and fishplates
come within the scope of the Tnternational Railmakers’ Association, but
sleepers don’t.

Mr. Mather.—That is right.

President.—The International  Railmakers’ Association is probably the
most powerful and ihie best organised sales Association in the Steel industry
and although the present agreement underlying the formation of the Asso-
ciation expires in 1935, it is fully expected that it would be reformed and
wonld continue in existence and therefore the arrangements regarding prices
under the International Railmakers’ Association may be assumed to continue?

Mr, Mather—Yes.

President.—The general principle underlying the International Rail-
makers’ Association’s arrangements is that restriction and regulation should
he confined Lo exports?

Mr, Mother.—Yes.

President.—They didn't affect internnl markets. Tn tbe case of produc-
ing countries which have overseas possessions, the seope of internal markets
is oxtended to the markels in the overseas possessions of these countries,
so that we in India would he regarded as un internal market from the
point of view of the United Kingdom, Therefore the prices quoted by the
British manufacturers in India would not conform to the minimum prices
fixed under the Railmakers' Association’s arrangements.

Mr, Mather.—Yes,

President.—Nor would the quantity that they export he subject to the
quotas prescribed by the Assoctation?

Mr. Malher. —No.

PresiQent.—I see frogn vour representation that the minimum price fixed
under the Railinakers’ Association’s arrangements for rails is £5-17-6 gold
of open hearth quality corresponding to yours.
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Mr. Malher-—Yes.

P'resident.,—F .0.b. makers’ port?

Mr. Muather.—Yos.

President.~ Actually the lowest price that they quote for India in
1932 is £77-6.

Mr, Mather—That was not a quotation for India.

President.— £7-7-6 is sterling®

Mr. Mather.- Yes.

President.—£5-17-6 is gold?

My, Mather—Yes.

President.—5-17-6 on the present franc sterling basis is considerably
higher than £7-7-6.  Thercfore the price quoted for 1India is considerably
lower than the minimum price fixed under the Railmakers’ Association's
arrangemeont.

Mr, Mather---1 would not say that this Is a quotation for India.

President.. ‘What is this quotation?

Mr. Muther.- 1 obtained this price privately.  To the best of my belief it s
to another part of the Kmpire and § am informed on what | helieve to be quite
a reliable authority that this is the lowest price at which the British
makers either exported or sold in England steel rails last year,

President.—1tf vou take the price quoted by the British makers for
their home market in the United Kingdom or for any of their internal
markets, it 18 the very lowest price in 1932, !

Mr. Mather—This is the price for 1932 which they quoted for the
reserved markets,

President—£7-7-6 15 the mearest that we can get to the price quoted for
rails in India,

Mr. Mather—1 have no other means of ascertaining the probable price
for export to India.

Fresident.—There is one question which 1 want to ask before I leave this
question of the Railmakers’ Association. ' ls it open to the Tata lron
and Steel Company to join the Railmakers” Association?

Mr, Mather.—Yes.

Presidenl —Even although your industry is situated in the Oversecas
Possession of a participating country, you are entitled to join as a member?

Mr., Mather —We are, so far as we know,

President—Has the question ever been considered ?

Mr. Dalal.--We are considering 1t now.

President,—Has 1t ever been considered before? Railmakers’ Association
has been in existence for how many years?

Mr., Malher,—It originally started in 1904 and operated successfully until
the outbreak of war when it ceased to function. Tt was reconstituted at
the end of 1926.

President.—It has been in existence all the time that the Company
has hecn producing rails?

My, Mather.—Yes, with the cxception of a few years after the war.

President.—Was the guestion ever considered before this? At present
T understand from Mr. Dalal that the question is heing considered.

Mr. Mather.—That is so.

President.—Has it ever been considered bofore?

Mr, Mather.—Ahout two years ago it was considered.

President.—What happened ?

Mr. Dalal —Yaformal negotiations were carried on in London, but no
definite proposals were put forward at that time. The matter is now
being considered.
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President.—Suppose you did join the Railmakers’ Association—Ilet us take
the past six years—would your position have been any better?

Mr. Dalal.—Not substantially, because for the last six years we have
been under contract; but it would have been better to this extent that
the small orders which originated in the Indian States would presumably
have been reserved automatically for us.

President.—The orders for railways in the Indian States do not come
within the scope of your agreement with thd Railway Board?

Mr. Dalal.—No,

President.~~What about the N. G. 8. Railways?

Mr. Dalal.—I1 think that does.

President.—They are in the Railway Conference Association?
Mr, Dalal —N, G. 8. is.

President.—So that it is only the minor Indian States that do not come
within the agreement?

Mr. Mather—Very few of the Indian States are included.

President.—During the past six years the prices of rails and also the
source of purchase had been determined under an agreement and therefore
whether you join the Railmakers’ Association or not would not have made
any difference?

Mr. Mather.—Very little.

President—You are at present. considering whether it would not he
worth your while to join this Associationp

Mr, Dalal.—Yes. :

President.—1f the agreement were continued, the question would wear
a different aspect. Am I right, Mr. Dalal?

Mr. Dalal.—Yes, if the agrecment was continued for a further long period,

President.—Supposing we fix the period of protection for 7 years and
an agreement similar to the kind with the Railway Board was made for
the next 7 years, then it would not necessarily be worth while to join
the Association?

Mr. Dalal.—Not necessarily. .

President.—Because the agreement, T expect, would imply that all the
requirements of the Indian railways would be hought from you as far as
your output would permit?

Mr. Muather.—That is not covered by the present agreement. The
present agreement is that 90 per cent. of the requirements of the Govern-
ment railways would be bought from us.

Dresident,—90 per cent, of the requirements of Indian railways of the
clagses of rails which you are in a position to make?

My, Mather.—Yes.

President.—There is a definite figure mentioned in the agreement over
and above the percentage figure,

Mr. Mather—The whole is subject to a maximum of 200,000 tons.

Dresident.—That is the maximum?

Mr. Dalal.—Yes, but there is mo minimum.

Mr. Mather.—For quantities above 200,000 tons, the railways are not
under any obligation to place orders with us nor are we under an obliga-
tion to supply above 90 per cent. of 200,000 tons.

President.—The particular form which the protection on rails must
assume, that is a question which T should like to raise later and the
question whether the form of protection should be a duty or simply a renewal
of the present agreement, is one which we can discuss more conveniently
at o later stage when we have gonsidered the figures. The question whether
it would be better for you to join the International Railmakers’ Association
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than to continue the present agreement is one that 1 suppose  would
arlse more conveniently later.

Mr. Mather —Muy T just vefor to two points?  One is that it doesn’t
automatically follow that it we apply to join the Association, we would
be admitied. -

President. 1 dow’t assume that either.

Mo Mather.—Auother fact which has been taken into consideration is
this: presumably if we join the Association we may be able to get some
staro of the general export market, which is not expected to he a large
share.  We might get u guota on the gencral export. market,

President. -1n thai ease would you he permitted to export to the Over .
geas possessioms included in the British kmpirve?

Mr. Mafher.—Tt is a little difficult to say what form it would take.
President.-—1F that was ruled out, would you have any export market
left?

Me. Mather,- There might he say---a country like Siam. It is not so
och whether we would have a specific export market. We might be
given a quota in the export market outside the reserved aroa. Countries
like South America, China, Siam, various parts of Turkey, Portugal,
Spain—I think Spain is not a member -Greeee, Balkan countries, all these
form the general export market which is divided among the member countries
hy percentage quotas,

President.—Would you be able effcetively to take advantage of that
market ?

Mr, Mather.—That would depend on the circumstances. We might or
we might not.

President. —In the first place supposing vou are ruled out of markets in
the Overseus’ possessions of the British Empire, because United Kingdom
is supposed to have the first elaim in ‘that market, supposing that was
riuled out and secondly from the point of view of distance of these markets
as compared with other supplying countries. is there very much chance of
your taking effective advantage of these markets?

Mr. Mather. That question of distance would not necessarily arise in
an effective form. Ji we arve given a quola, then the quotations ou an
enquiry from some country at some stage will be allotted to us. We shall
be allowed to quote ab the hasie rate and the other competing countries
must quote a higher rate. 1§ in spite of  that we do mot gel the order
at any rate we are credited with the shortuge on our orders, and in the
final balance of the Association, we would receive something from the
pool, because the counivy which gets more than its quota is due to pay o
cortain amount on acconunt of the excess gqnota.

President.—On what basis is the gurota fixed

Mr. Mather.—Simply hargaining as far as T know.,

President —1t doesn’t depend on cutputs

Mr. Mother—Naturally the output cupacity is au important argument
in bargaining on & matter like that.

President.— We might turn to that question later. Taking the starting
point, the lowest price quotod hy the TUnited Wingdom in its internal
markets in 1932, you get a figure of Rs. 130 landed in Tndia inchiding
duty. You take duty iu all these disenssions as 135 per cent. T take it
that is the average rate of duty on unprotected steel before the Ottawa
Agreement Act.

Mr. Mather—We felt thal 1t was mnol for us to raise the question
whether differentintion or Imperial Preference might or might mot have
heen applicd in respect of articles which were never cousidered.

President.—In these prices you tuke the #reight from the United Kingdom
port at 17 shillings?
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Mr. Muther.—Yes. "The source from which we have taken that informa-
tion is from the cvidence given in 1926 enquiry. We have no other in-
formation available as to what the actual freight would he.

President —There has been no actual guotation?

Mr. Mather.- -1t would not he open to public knowledge in any ovent.

President.—The special classes of rails which are actually imported into
this country would hear the same freight?

Mr. Mather.- -They would presumably bear the same freight.

DPresident.—You have no information about it?

AMr., Mather. =We have no information on that point. 8o far as I
know this was the only oceasion on  which the freight arrangement
between the Secretary of State and the Shipping Companies was disclosed.

Dresident.—Why shonld the freighi on rails be lower than the freight
on other standard kinds of volled stecl?

Mr. Mather. - Tt is a matter of baregaining beiween the Sceretary of
State and the Shipping Companies at a time when the Government rail-
wavs were importing large quantities of materials, But that ix purely a
surmise on my part. Al we know iz that it was definitely given out on
that occasion that that was the ireight.

President.. This is a matter on which we could get information from
the Railway Bouard.

Mr. Matier, —That would be the hest source of information.

Mr. Malindra. The present eateron semis is 20 shillings less 10 per cent.

President.—From United Kingdom.

Ar. Mahindra. -From lere to Taited Kingdom.

President —That would not give any indication. The distance is no
indication,

Mr. Mather.—No.

President. That is not mecessarilyv the freight from United Kingdom
to India. TFreiglits are not tixed on that hasis.

Mr. Mather.—Actually our freight on seniis to United Kingdom is lower
than the semis from Europe to India.

President.—We will probably ask ihe Railway Board tor information
on that point. Tn caleulating the sterling cquivalent of these gald prices,
1 take it vou have used invaviably the figurce of 85:7.

Mr. Mather-—That was the fignre when these paragraphs were drafted.

President.—That was the exchange at the time?

Mr. Mother. Yes.

President.—Yon took 124:2 asx the gold par?

Mr, Mather.—Thut is right.

I'resident.- The ficures do not admit of material variation. Juast now
we are coming back more or less to &5,

My, Mather. -During the last week or two the tendency has been in
that dircction.

President —You arrive at the price of fishplates by adding o margin
of £2 gold. You tuke this price of £7-7-6 and add £2 gold {o that. ls
that a safe basis¥

Afr. Mather—This is the only information T have.

President —Tn othber words von have taken th.e margin which 1s fixed
hy the TRMA and vou have tacked it on to the price that is quoted,

Mr. Mather.—T quite walise that the two quotations are not on an
identicnl hagis. T have wve specific knowledge of the rates for fishplates
within o reserved area as distimet from the extra for fishplutes for the
general market, hut 1 think if thero had heen any difference, T should
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have been intormed, but I have not heen in a position Lo get specific
figures on that point.

President.—1 find in the Iron and Coal Trades Review the difference
between the internal prices quoted for heavy rails and for fishplates is
about £3-10 to £3-15. Those prices have nothing to do with the IRMA'S
guotation?

Mr, Mather.—Those are simall sales.

President.. £3-15 is approximately equivalent to £2 gold which to sonie
extent starts the basis on which you have calculated.

Mr, Mather.~ That would support it. Under our existing arrangement
with the Railway Board in 1925 the extra for fishplates over rails was
Rs. 388 and although there have been discussions between the railways and
the Stecl Coipany on many occasions about the prices of rails themselves,
railways have never raised any protest about the extra for fishplates,
They have accepted that the extra is in consonance with the usnal practice.

President.—Iishplates are not made by the manufacturers who make
rails?

Mr. Mather.~-That is so.

President.—To the extent that the two classes of manufacturers come
under the International Railmakers’ Association, the Association fixes this
margin? .

Mr. Mather.—That is right.

President —This Rs. 38 which is the figure under the existing arrange-
ment almost exactly correspond to the exchange figure of 85.

Mr. Mather.—1t is perhaps a co-incidence with the agreement itself.
It must be, obviously.

President.— 1t is obvious,

Mr. Mather.—Since the position at the vime this was provided lead
to that conclusion and the extva is identical with that under our present
contract, we considered ourselves justified in using this figure, which the
Tndian railways have not challenged. Therefore we might proceed vn that
basis.

I'residept.—What is the usual margin in Europeoan countries belween
the prices of 90 and 115-1b. rails?

Mr, Mather.—That is rather difficult ta ascertain. That is not in comumon
nse, But we were informed at the time when we were discussing this with
the railways that it was 10 to 15 shillings per ton. The Railway Board
accepted that when we said that there was no contract between the rail-
ways and ourselves for 115-1b. rails. The railways accepted that as a reuason-
able extra although T believe they had ovdered small quantities of these
115-1b. rails either’ from England or from somewhere else; at least they
made enquiries,

President. —Fairly recently?

Mr, Mather-—At the time when we first started making them.

resident. —That is about when?

Mr, Mather.~—1929-30.

President.—The margins between the prices of these different classes
of rails, are not they fixed under the TRMA arrangement ¢

Mr. Mather.- Not so far as | know.

President,--The minimum price with reference to what classes do they
quote ? '

Mr. J[(ffh.m'.~T~Sp0ak subject to correction, because there is no authentio
souree of information, IRMA is a private body. To the host of ny lnows
ledge it has referonce to rails of 35 lbs, and yver, '

President,—The minimun price¥
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Mr. Mather.—So far as 1 know, because the IRMA price is a price
which is brought under reconsideration in connection with every individual
enquiry. It so happens that for normal sizes of rails they have not changed
their basis. In the case of each individual euquiry the matter is open
to reconsideration. The IRMA is in no way committed indefinitely to its
prices. It is a purely private body which can and does charge whatever it
thinks best.

President.—1 am only trying to ascertain when it is stated that thero
is a minimum price fised under the IRMA arrangement whether that
minimum price, taking the IRMA price as it is fixed al present, is applic
able to all classes or is that a minimum applicable to standard clusses?

M», Mather.—Tt applies to the great bulk of rails for which the TRMA
receives enquiries.

President.—Tt does not apply to standard rail of 90 Ibs. only?

Mr. Mather.—That can be taken as certain. There is no difference
between 90-1b. and 75-lb, and 60-1b. rails. I think T am right in that.

DPresident.—What is vour source of information about the prices of
sleepers?

Mr. Mather.—Actual quotations given on enquiries made by Indian
railways during 1932-33.

President.~—Rs. 84 and Rs. 83 -Rs. 83 being the German quotation?

Mr. Malher.—l think that is right.

Dregident.—The quotations were the same in 1932 and 1933%

Mr., Malher.- Practically.

President.—That is for sleepers without fittings?

Mr. Mather. Yes,

President. Sleepers when they are imported are imported entirely from
Continental countries?

Mr. Mather. ‘There have been small imports from Great Britain but 1
think they are mainly of special designs which the railways wanted to iry
more or less for experimental purposes. I dou't think that there has
been any large order for sleepers.

Mr. Mahindra.—All the normal classes of sleepers come from the
Continent.

President.--Mainly from Belgium?

Mr. Mather—Yes.

President,.—Ts Germany coming increasingly into the market?

Mr. Mahindra.—T don’t think that Germany has supplied sleepers to
the railways during the last five or six years.

President.—Where do you get the German quotation from?

Mr., Mahindra.—They quoted, but we got the order in each of these cases.

President.  This is simply a quotation?

Mr. Mahindra.—These are quotations on a competitive tender.

Mr, Mather.--Tn ecach case wo got the order.

President.—The lowest price is Belgian?

Mr. Mahindra.—Yes.

President. Now coming to semi-finished steel, it is quite clear from
the average valnes as caleulated from the Trade Returns that the imports of
semi-finished materials into this country represent special classes of products.

Mr. Mather—1 think so.

President - T get an average figure for 1932-33 of Rs. 118 which obviousy
refers to special classes of products? '

Mr. Mather —Yes,

President. You give wome figures regarding prices of semi-finished steel.
We have had great difficulty regarding prices of semi-finished stecl, I
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should like to have the question cleared hefore 1 consider your figure. T
should like to get an idea as to how you get information regarding steel
prices gencrally” You say you get yvour market report.

Mr. Muhindro.—The prices for steel are quoted on the Exchange and
these prices are checked by our market reporter and then they are cabled
out to us,

President.—The guotations which voun get ou the Exchange may e
regarded us standurd quotutionssto which actusl quotations do not conforne.

Mr. Mahindra.—Nol 3 These avo guotations which more or
lesx are nominal quotations given i the enquiries and afterwards thoy are
suhjeet to hargaiming,

President.—Qenerally as a resnlt of this hargaining prices would he
slightly lower than the Exchange gquotations?

Mr. Malindra.—Yes,

I'resident.—What does your market reporter do¥

My, Mahindra.- Te checks the various quotations and strikes tho average,

President.—How does he check?

Mr, Makindra,.—Quotations wre given by the manufacturers. Tle checks
the quotations of one manufacturer against those of another.

President,—Ts this market repovter a wholetinie employee of the Com-
pany ?

Mr. Mahindra,—No,

President.  He simply does the work-for the Company as its agent?

My Mahindra,—Yes, Tle is paid for his services.

President.— He makes the best caguivy that le can among actual pro-
ducers or sellers 1n the market. The information that he gets in that way
is checked against standard quotations @iven on the Fxchan e and ihen
he gives you what to the best ol his fudgment represents the actual price
which is cabled out to you?

Mr. Mather.- Yes,

Mr. Mahindra.—1 make a further attempt to check these prices against
the quotations received from other sourees.

President . —So that »ll the ¢l prices that vou have given in this
representation are prices which have been  obtained and checked in that
manner? Ts that correct?

Mr. Mahindra.--Yes,

President. ~They are checked "in the first) instance by vour reporter in
England and in the second instance by youn here?

Mr. Mahindra.—Yes,

President. -So that they are as cloge as you can get independently to
actual quotations?

Mr., Mahindra. - -Yes,

President.—That is to say, the prices at which transactions have actually
taken place?

Mr, Mahindra. Not the prices at which transactions have taken place.
hut prices which have been qguoted agninst enquiries,

President.- What 1 want Lo know is this: we cannot depend on trade
jonrnal quotations?

Mr. Mahindra. No.

Presidenl.—Becanse trade journal quotations may or may not conform
to actual prices,

Mr. Mohindra. -Quite.

President.~ The figures that vou give here are fgures which are closer
to actuals than the trade journal quotations?

Mr, Mahindra.—They uare.
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DPiesident.—RBecause the result of your enquiries is really to bring the
standard quotation either on the Exchango or trade journals nearer to
actnal quotations ju the marketr

Mr. Mulindra.—Quite.

I'resident.—Buy they are vol necessarily the prices at which transactions
have taken place. Prices noght be still Jower?

Moo Makindra—Yes. As 1 have already explained, these prices are
subject to a hurgain by the enquirer who is prepured to offer a lair sized
tonnage. My information is that these prices are subject to a reduction
ol Is. 6d. to Hs. per ton.

President.—As wuch as that®

Mo Makindra. --Yes. As o malter ol fact, before 1 came® Lo this place,
I phoned np some of the engineering firms and they confirmed this.

President. ~We have received information from engineering firtus who
are also importers. We have received quotatious {rom them for various
pertods  and 1 will draw  your attention to them at a  later stage
but ir anything they are generally higher. | will came to that point later.

Mr. Malindra.—Yes,

President~-Now with vegard to the prices of billets yvou give us an
average b, of €1-1-6 and £426 for sheet bar aud adding landing
charges at Rs. 2-12 vem get a price of somewhere about Ry, 578 landed
without duts?

Moo Mather, Yes.

President.-We have veceived virious prices for billels,  Before T go on
io the figures that we have veceived drvom other parties T should like to
point out that the tron and Coal Trades’ Review for October gives a
price ncluding ainding of €227 aud taking freight at 1R shillings 6 pence,
the price comes to somewherel about - Bs 0 54-8 instead of Rs. 57-8 that
yonr fignres give, undess my arithinene as wrone.

Mro Motlier. U hove here an Octoher issue which does not give the
price.

President. ~The fgures that T wob are C3-0-6 for billets of 24% to {7
and  €2-19-6 for sheet havs, Tt Is approximately an average of Rs. 55
including landing charges of Rso 212 Assmming for the moment that is
~o. the trade journal (uotations which ought o be higher are less in
this case.

Mr. Muather, MMay Foeall attention to a possible difference there.  The
prices that we have wgiven are the average prices of Januarvy {o June,
During that period, the Continental Carte! came into operation again and
hegan also to set up o sales organisation sinee June.  That sales organisa-
tion has introduced a sestent of quoting lower prices for the Tnited Kingdom
market than for other eountries beeanse the United Kingdom market was
previonsly hy o long wav its hizoest murket for cemis and the introdnction
of protection in ihe U'nited Kinedom has cul very seriously into {hat market
for Coutinental semis and from the time when the selling organisation set
np by the Cartel was reasonably well organised. they hecan to guote lower
nrices for the Tnited Kinedom market than for other markets. That mav
he reflected in the auotation. Tt is natoral that o Journal of this kind
nublished  escentially for civenlation in the Tuited Kingdom would quote
a priee as applieable o bmports into the United Kingdom,

President. Ae aeainst that, in o representation that was received just
a few davs aon from the Woldh Tinplate  Ascorintion. thev oive us a
ficure of €2.8 ¢ald for <hoet har which is hivhor than vour Rs. 57,

M. Mather, These prices, ac T think vou will realise, have heen Hue-
tuatine aery considerally @i a1l thinee practienlly and they are il fine-
tactting very mmeh this vanr.

Precident. -Ave von thinking of the Anctuations in vespeet of semi-finished
steel ?

STEET, TN\NMUTSTRY "
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Mr. Mather~—Yes.

President.—1 don’'t sce fluctuations in respect of semifinished stecl.
fontinental prices have been going up but British prices have remained
steady. .

Mr. Mather.—I1 win thinking of the Continental prices. They have
fluctuated from time to time.

President— Far all classes of steel or only lor semi-finished*

Mr. Mather —There have heen variation: in all classes. On the whaole
the tendency during the current vear for Countinental steel of other kinds
than semis, bars and so on, has heen upwards. There has heen also a
temporary fall during thes vear which 1 think we would be able to show
But if yvou seg n different price at a different time, it would not necessarily
indicate some error in the prices which we set before yvou for January to
June,

President.—T am not suggesting for a moment that there is any error
in vour figures. That is not mv point at all. My point is on the guestion
of semi-finished steel the prices of imported materials are of very groat
importance in this enquiry and T want to gel a figure. T am asking vou,
in view of these varions conflicting fignres. what fignre am ¥ to take?
(ive me a figure which T can depend on,

Mr. Mather. Tn the issue of Octoher 13th also there is no quotation.

President —Tn the October 6th issue. there is a gnotation.

A, Mather—Tt is as von have stated. Tn the issue of October 27th.
although the summary table at the end of the journal contains no entries
at all, the section containing the detaited market venort dealing with
Belginm <tates that the official f.o.b. price on a oold hasis for hillets of
the sizes with whirh we are mainlv concerned is €28 That is gold and
the price of shoet hars varies from £2:R to €2 12 according to the weight
of the har.

President . —Suppasing von take €2-8: that is the export price?

Mr. Mather, -That is the f.ob. price.

President.—It wonld approximatelv represent €3-11 sterling,

Mr. Mather —Yes.

President. —It wonld give yom a c.i.f. price of Rs. 60.

Afr. Mather —YVes.

President. —That is higher than vour fieure?

Arr. Mather.—That is so. As we ave aware and T think vou are also
awware, the tendener has heen for the prices of steel to rise since the
period January ta June—during the last few months. That is reflected in
the fizure which we arrive at in onr ealenlutions for hillets for October.

President.—You ave in closer touch with this question than 1 am. On
the 6th October vou got an f.ob. price for hiflets which works out at
Rs. 54 or Rs. 55: the unward trend in Cemtinental vrices ctarted much
carlier than Octoher. Karlv Octoher the price was Rs, 55 and now in
Tudia with landing the price for the ond of October goes up to Rs 60,
The price little carlier than that comes to Rs. 632 without Tanding. as
given by Messrs,  Henry Williame, T suppose an averape of these figures is
as much as vou ean do. Which of these anotations are vou going to take?
Rs. 6 or Rs. 7 may make a covnsiderahle difference to the hillet position.

Mr. Malher.—Quile.

President —Wonld von he prepared 10 make carveful enquiries with regard
to the price of hillets?

Mr., Mather —Yes,

President.—T don’t know what this average is that vou will cive us,
T shonld like tn get nore accurate fieures than these.

Mr. Wather.- Tt is mv recollection that durine this period. Jannary to
June, the Continent had not intraduced the differentiation in prices for
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the United Kingdom and other countries. Since then if you will look
at the figures, in one case you will find the cflect of that differentiation
and in the other there is no effect. That has not been taken iuto account
apart altogether from the fact that there are fluctuations from month
to month,

Mr, Dalal.-—May we give you separate prices from January onwards for
these billets as applicable to India up-to-date?

President. —Yes. With regard to bars, the price that you give us for
January-June 1933 without duty is, Brit®h Rs. 961 and Continental
Rs. 65:0. The only other source from which we have received information
regarding bars is from a firm in Bombay and their quotation are very
much higher than yours. Messrs. Richardson and Cruddas of Bombay give
us for January-June 1933 for British bars a c.i.f, price without landing
of Rs. 120-13 and Continental price of Rs. 69 c.if. withfut landing, a
margin almost impossible for me to understand. The continental price
that they give of Rs. 69 corresponds closely to that given in the lron and
Coal Trades Review, but the Brilish price that they give I am not able
to reconcile that at all, It is Rs. 120-13 c.i.f. without landing! As a
matter of fact, the Iron and Coul Trades Review price for British bars—-
the latest price for October—is Rs. 106 including landing.  Messrs, Richard-
son and Cruddas are the only people tfrom whom we have received hiforma-
tion about bars. The other people whom we addressed are pot interested
in bars, Taking structural sections, plates and black shects, we have received
no information at all about hlack sheets. Messrs. Balmer Lawrie’s quota-
tion, adding Rs. 2-12 for landing, -comes to Rs. 114-6-8 for angles and
joists, British. Exactly the same price  is-given to us by Messrs, Jessop
and Company against your price of Rs. 112:7 for Jannary-June 1933.
With regard 1o Continental it is Rs. 65-1.9; adding Rs. 2-12 landing, for
angles and joists aud Jessop's figure is Rs. 65-6-5% against yours of Rs. 61-5.
In plates Balmer Lawrie's figure adding landing is Rs. 116-6-8 against
yours of Rs. 114-4: Continental is Rs. 81-9-10 against yours of Rs, 82;
they more or less agree, bul on Continental and British structurals theve
is a fairly considerable difference: yours is lower than theirs.

Mr. Mahindra, As vegards imports ofl Continental siructurals the quota-
tions obtained by these firus are more or less nominal, that is to say
quotations just obtained for the sake of comparison, I they were {o make
a definite hid for a certain tounage they will get a fairly hig rednction,

President. --Six vears ago we were trying to colleet information about
prices from these importers. We conld attach greater value 1o their
figures hecause the imporls were in' considerable guantities, but at present
the imports are on such a very restricted scale that it may he that the
quotations are not the sort of quotations which one would get on actual
transactions that would be put through.

Mr. Mahindra,—That 15 so. To my knowledge Balmer Lawrie’s are
purchasing all their requirements from us and Jessops have not purchased
anything from the Continent. These are the quotations received by them
from their London office, on making special enquiries,

President. They have also their market reporters who give them
prices as a matter of routine?

Mr. Mather —T1 think it is poessible that they have not the same interest
asx we have. Thev are not actually buyving at all.

Mr. Malindyva~ T have here quotations received hy Messrs, Balmer
Tawrie from week to week and In most of the cases they say ‘“ no change ”’
while actual quotations received hy us show that eilher the prices are
going up or coming down.

President.—Don’t they import for sale?

AMr. Mahindra.—They sell owr steel. Tt may be interesting for yom
to know that Balmer Lagrries are our dealers. Under the agreement they
are not permitted to buy anything which we manufacture.

H2
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Mr. Wiles.They may buy everything fremm yon but still they may
wet market reports from clsewhere?

President.—Messrs, Richardson and Cruddas’ figures are always difficult
to understand. We will probably try and get some information from them
ay to how their figures are arrived at. 1 motice generally the Bombay
figures are higher. Tu all the previous enguiries we found that the Bombay
figures were higher, I mean the c.i.f. prices. Why it should be so | do
not know. Tf you Jovk ut the okl Tariff Board reports the Bowbay
nuotations ave alwavs pitched at o higher level and since they are not
buying your steel probably they are handling imported steel aud are
therefore able to speak [rom cxperience.

Mr., Mahindra-—To the extent they ave handling lmported steel that
Is correct.

President —Your figures may he right but I always got the feelng that
the figures we have received from Tatas in many coses are shghtly lower.

Mr. Mahindra. T submit it is to our interest to get as corvect a figure
as possible while the other firms are not so much interested.

President ~ That is Lo say, vou want to gel quotations by which to
regulate your own prices and the prices must be such that you wounld be
in o position to secure the market, and therciore there s a tendency io
fix the quotations slightly lower than is rveally necessary; and it ‘s really
very important for vou that yoeur quotations should not he ahove the
import guotations so as to enable vou to secure the wmarke{ and the tendency
therefore is to push them down. ‘That probably accounts for part of the lag,

Mr, Mather— No. The prices that we have given you are the prices on
which our prices have been caleulated: ‘I'he. figures that we have given
vou for January-June, 1933, have been caleulated in precisely the same
way, and the same considerationg were taken into account as ihose for
1932-33.

Mr. Molindra. 1 should like to briug this to vour mnotice from the
National Tederation regarding Continental prices (statement handed in).
it is in regard to the Cartel price.

President. =What is the point of this?

Mr. Mahindra. -The c.i.f. prices quoted by Coniinental works ave suhject
to 5 und 6 shillings discount—3 shillings for bars and 6 shillings for plates.

President —Tf the quotations that we have rveceived frowm the other
importers are prices at which ‘actual transactions are put through then
these discounts have been allowed?

Mr. Mahindra. Yes., T may state that Messrs. Richavdson and Cruddas
are our agents and buy most of their steel from us,

President.—Tio they buy imported steel al all?

My, Majindra,—We understand that they do buy, hut very small quun .
tities. Most probably the steel they buy ix in sections which we do not roll,

President - Generally it must be the sort of sections nsed in fabricated
steel works but probably these are quotations for special sections whieh
cannot he obtained here.

Mr. Wiles.—Will that apply to bars also*

Mr. Mather.—T do wot know that hut there is some possibility thai
the bhars they are referring to ave small hars requited for reinforcing conerete.

Mr. Notesan, -Mr, Mahindra, is it possible that they do not heing in
the discount when they quote the price?

v, Mahindra —TUsually my experience is that whenever an enguirver
gets any quoiation from the Continental makers through the importing
houses here he always manages to get some discount dependent mpon making
a firm offer.

Mr. Natesan ~—Suppose T jmport @ book at o shillings: in the Jist it
given as 6 shillings hut at the hottom in a fsotnote they will sayv less

i
123 por cent, and so on, What is yonr practice?
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M. Makindra., Quotations given hiere are unot really quotations as you
wencioned just aow; these are the quotations on the Course and  when
they guote for o definite enquiry lor a certain tornage it is offered subject
tu w discount,

Mr. Naleson. ~When they try to close a Lrausaction they quote a discount:

Mr. Mahindra.—That is 1ight.

President. The real point at issue is, whether in the figures that
Messrs, Richardson and Cruddas have given us they have allowed discount
o1 ot and it is n point we have got to settle with them. The quesbion
of fixing the i1, price for galvanised shects is more difficult mder existing
conditions since apparently there is no ordipary market price. 1 notice
from the trade figures that there have heen considerable imgorts recently
from Belgium,

Mr. Mather That s so,

Presidenl. Have vou got any fignres about Belgiau prices?

M. Mahindra.- We will send you the figures. The latest price T have
lieve is £11 f.o.h. These are not cffective prices.

Mr. Mather.—They are higher.

President. —What 1s that?

Mr. Mahindva.- This is only a cable guotation.

President. Mr. Mahindra, you can try and gel us information about
the latest prices?

Mr. Mahodim.—Yes.

President—As fur as British prices are coucerned, the Ottawa prices
hegan to operate fromn November, 1932. Balmev Tawrie, | belicve have
handled British sheets on a large seale in the pastr

Mo Makiwdra.—Yes.

President.- “They give us an average c.i:f. Dritish price for January
te November, 1932 of Rs, 140 witheut landing., That is the average price
just before the Ottawa agreement came into operation. Since then spelter
s gone up. Therefore the corresponding price without Ianding would he
higher.

Mr, Matler.—Yes.

President - 1 vou add s 2-12 you might probubly get something over
5. 143, and the price that you have given for Rritish sheets landed withont
daty is Rs. T40-9.

Mr. Mather— -Adjusted for the rise in spelter,

President —1f you make the adjustment you would probably get a price
higher than Balmer Tawrie’s by Rs. 3.

V. Mather.—Probably. Our price rvefers to January-June, 1933, 1t
might have a slight influence on this, The new agreed price ander wlich
Britich sheets were sold in this market cume into operation on the 20th
Octoher.

President —What they sav in their letter is that the Oltawa price
hegan to operate since November, 1932, and ithey have given us the average
for Novemboer, 1932, leaving ont the Ottawa agreement price,

Vo Muther—In September, 1932, so far as T know the general export
price of galvanised sheets from the United Kingdom was raised. At that
fime the leaders of the sheet trade knew that negotiations weve gomng on
and they were c¢onfident of these negoliations going through.

President.  We need not go iuto that.

M. Malher—Tt is heeause of that we have taken the first six wonths.

President ~ You have omitted from the 10 months that parl of it which
has taken so to speak the anticipatory effect of the Ottawa agreement.
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Mr., Mather—1 think so. [ think that more or less sets out what we
may call as the free position,

President.—lun your note ahout the Ottawa agreement, you tell us that
kind of anticipation of Ottawa prices hegan to be felt in the market by
abont September.

Mr. Mather.-—Yes.

President.—You might takg an average of January to September and
it would he quite a safe period,

Mr. Mather.—1f it is the begiuning of September; it would he hotter to
take a period of 8 months—January to August.

President ~—As fur as Indian prices are concerned, prices would be lower
from Septem¥er to November®

Mr. Muther.—Yon are now talking of the c.if. price.

President.——Yes.

Mr. Mather. -They would be highor,

President —Probably it would be sale to take the average of the period
somewhat shorter than January to November.

Mr. Mather—That is why we took the first hall of the year. If you
prefer to have the ligures for the first & months instead of 6 months, we
will give vou the figures so that you may sce how they compare.

President—We come to paragraph 77.  Are yon scriously pressing for
action against Japan? s the position really serious®

M. Dalal.—1t might develop into i serious position at any time,

President—Have you any information about the quantities imported
so far? Tn the first place what classes of goods are they importing?

Mr. Mohindru,—Generally the class of goods which we don’t manufacture.

President ~What do you mean?

Mr. Mahindra.—Sheets of thinner gauges, bars helow } inch section.

President.—Why not leave them out?

My, Dalal.—Butl there is no knowing that sheets of thicker ghuges may
not be imported within a very short time.

Mr. Mother—Tn the month of Beptember the imports of galvanised
sheets were 500 tons. The corresponding figure for the previous year was
110.

President . —What was the price? . That is the all important point.

Mr. Mather.—Quite,

President.~-We had a statement from the Collector of Customs, Bombay.
Apparently these things go to Bombay.

My, Mather ~-Yes.

President. —We received a statement of prices for the fortnight ending
October 31st and he reports in that fortnight 50 tons of galvanised sheets
ut a c.i.4. price of Rs. 166,

dMr. Mather —~They are very thin sizes. That information would not

he complete nuless you know the gauge.

v

President.—How thin are their gauges?

My, Mather.——28 and 30 are the nominal gauges which they are mainly
oftering. The information that we have from the Bombay market is to the
effect that they are selling these gauges of 28 and 30 at a price below the price
of imported British sheets of those gauges—we ourselves at present are mnot

making those gauges—not only at a price somewhat helow that, but also in
addition to that instead of supplyving the gauges which they were neminally
offering, they are actually supplying « little thinner gauge.

President.—1f it is 28 gauge their prices are fixed at a lower level than
corresponding British sheets?
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Mr. Mather—Yes,

President.—Bat actually the 28 gauge may be 297

Mr. Mather.—Yes, that is our information.
 President.—1f you assume Rs. 166 c.i.f. for 28 gauge, would you con-
sider that a very reasonable price?

Mr. Malher—1t is a fair price for 28 gauge.

President.—1t is a good price, mark you, for plain sheets and not for
corrugated sheets.

Mr., Muather.—Yes.

President—BSupposing you fix the price of 24 gauge at Rs. 140, what
would vou consider a reasouable price 1or 28 gauge?

Mr., Mather.—Rs. 183.

President,—Assuming that this is 28 gauge, the price would be Rs. 166
as against the standard price of Rs. 183,

Mr. Muther —They are selling distinctly below the nominal price of
British sheets of thin gauge. They are reported to be supplying thinner
gauges than the nominal gauge. I can’t say this from my own knowledge
that they are supplying a thinner gauge than the nominal gauge.

President.—Mr. Mahindra, surely you ought to be able to get us the
prices of Japanese galvanised sheets?

My, Malindie - L will get the prices for sheets landed in India.

President.~1 should like to_get from you a statement of prices of
oalvanised sheets imported from. Japan. With regard to the question like
Japanese imports, it is rather  impoxtant that the prices should be given
on a monthly basis, hecause we want to know the progress they make hoth
in respect of guantities and prices: If you can give a monthly statement
showing both the quantity and prices, it would be helpful,

Mr. Mahindra.—Yes, we will send you a statement.

Presideni ~-The suggestion that vou make that suitable action may
be taken under the Safeguarding of Tudustries Act im respect of protection
againsi Japan. is one which may present difficulties, hecause nunder the
Safeguarding of Tndusiries Act, as vou know, the Government acts ouly
where prices are so abnormally low. as to endanger the existence of the
industry., A guestion may arise if at the prices at which Japanese sheets are
imported into this country, you still can earn your works cost, depreciation
and a small amount of profit, it would be rather difficult to take the line
that the existence of the industry is in danger. T am not a Jegal authority
on these questions, hut the wording of the Act seems to me to supggest that
its usetulness, although it is applicable to protecied industries, will he
confined to unprotected indusivies. For, if the idea is that the Steel industry
should receive against Japan sufficient protection not merely to cover
works cosi and depreciation but also a reasonable return on capital, then
action under the Sateguarding of Industries Act may not be sufficient.
That is to say there is no alternative to off setting duties and that would
give rise to difficult questions such as the Most Favoured Nation Clause.

Mr. Dalal —Exactly.

President —Tt was all right in the case of the Cotion industry because
the imports from other countries are so small that yoa can put a pre-
ferontial duty and geb over the Most Favoured Nation Clanse. But hers
since Belginm is quite as important a factor as the United Kingdom, it is
vather difficult to apply a higher duty caleulated on the hasis of Japanese
imports than to Belgium imports. To my mind the question is full of
dificulties wnd personally T do mnot quite know on what lines the Board
might suggest a solutiom for this question assuming we found that the
Japunese imports were a Serions factor.

Mr, Dalal— Tt might become a serious factor at any moment.
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DPresident. —L think the best thing for us to do is lo let Government face
the yuestion when it arises.

Mr. Dulul—~We should Lake sowe steps to ward off the danger.

President.—Yon can take action under the off setiing duties provision.
1f you take action under the ofl setting duties provision, you are up againsl
the Most Favoured Nation Clanse.  The only way by which yon ean get rountd
the Most Favoured Nation Clause is by tuking action on the lines of the
Imperial Preference, becauseeit doesn’t oifend the Most Tavoured Nation
Clause. In this case Belgium is a very impertant importer of sheets and
vou would be put to the wnecessity of appliing to Belginm o duty which
ts not in the least applicable.

Mr, I)ul(,zl_.—«TlmL is true.

President. We may leave this question at this so thut it may find a solu-
tion for itsell. Then we come an {o paragraph 738 which raises the question
of Tanding charges.  You suegest nn avernge lding charge of R 2 120,
We asked various importers both in Caleutta and Bombay to sive us figures
of landing charges. Tn Caleutta Messvs, Jessop and Company have given
us Rs. 2-13-0 plus 1 oper cent. on invoice yvalue and Messts. Dalmer, Tawrie
and Company have given us Re. 2-13-6 as Port Commissioners’ charges
phes one-fowrth per cent. snrcharge on invoice valne plis importers’ clear
ing charges of 71 per cent. of the port commissioners’ chavges.  As agaiust
these Caleulta figuves, the ahwost uwniform fuure that we have received
Irom Bombay is Rs. 20 per ton, My own view is setling off one against
the other we may accept vour Rs, 2-12-0 ax a reasonable figure for landing
charges.

My, Mather— Tanding charges differ ot different ports. Rs. 2-12-0
wonld be a reasonable figure to take.

Presidest. 1 think probably you ave right: Rs. 2:12-0 is ahout as good an
average as we can think of.

Mr, Mallier.- Yes.

President.—As  regards  this | question  of  extra  which  was  added
to the price of Continental bavs in the 1926 report, you tell us that
the Tariff Roard does not note the trade practice, L should like to know
what the trade practice is iu this matter.  Whai apparently the Tariff Board
did in 1926 was this. They iound on an average Continental sections were
2 per cent. less than the declared weight.  Therefore apparently—1 don’t
remember now but 1 presume this was what happened—the Board assumed
that if Rs. 100 was the declared price for a ton of bars and the actual
consignment represented, say, 98 instead of 100 per cent. in weight, then the
price of a ton of bars was something more than Rs. 100,

Mr. Mather~-That I think was the argument which was followed and 1
should lke to make it clear that we are not puiting this forward in any
criticism  of ihe Board’s treatment of the subject on the last occasion
because T think there was some counfusion in the minds of the witnesses who
put hefore the Board this information. We have seen evidence of it move
recently. To some exteut it has heen a difficult thing in getting some of
the witnesses o readise precisely what information ix refevant to the consi-
deration which the Board had m miund. Actually the position we now find
to be this.  Although it way he that hars are volled 2 per cent. light, that
ix to say, the weight of one foot length is 2 per cent. below the weight it
ought to be- we don't guestion that it is less - yei we have found out after a
positive investigation during {he last theee or four years—on one oreasion
we had to go into it very carvefully- that the weight mentioned in the
invoice as the weight =old to the conswmer is the actual weight and unot the
nominal welight,

President.—Please restate that.

Mre. Mather—For instance, a man buys a fon of hars and he expects
to get 1,000 feet. 1 the bars are only 2 per cent. lighter, then it would
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take 1,020 feet to make a ton. The presumption which would have justified
the Board's previous figure was thal the man was only supplied with 1,600 {eeu
which weighed 2 per cent, less. What we find in actual practice is that
the maum is supplied with LO20 fect of bars which is the actuad weight, and
he gets the benefit of that extra length of 20 fcet.

President.—ls this question connected with  the guestion  of  rolling
margin?

Mr. Mather —To some extent it is. .

President.~=1 have scen a good deal of relerence in the papers that we
have received in connection with the yuestious on this pouit that we issued,
that it is the practice to specity a rolling margin, cither up or down., It
I make a contract Yor the sale of steel, say, to you at so much per ton,
supposing the weight that | actually dehiver to you is less than the specifed
wetght but within the rolling snargin, then you are not at liberty to vefuse
to take delivery., You have to take delivery of it. But then you take deli-
very at a price which corresponds to the weight that you have actually
received.

M. Malher—1 pay for the numbcer of actual tons T have received.

President.—Supposing for example the steel that | sent to you instead
of being 100 is only 98, then while you are honnd to take delivery, yvou pay
only for 93.

Mr. Mather—That we have ascertained. As  a result of the careful
enquiry which we found it necessary to make three or four years ago, we
can say that that is the actual practice:

President.~-Therefore if the ¢, price is. 100 per ton, vou pay ouly 93
for the quantity received.

Mr. Mather.—1 pay at the rate ol Rs. 100 per ton for such guantity
as L receive,

President.—Assuming 1t is' 2 per cent. Jess, you pay lor the quantity
that you have received 2 per cent. less than the price quoted per tom,

Mr. Maller.—The total amount of the bhill s 2 per cent. less. What
actually happens 1s this. A man buys 100 tons. When it is found that the
weight 1s 2 per cent. less or 2 tons less; ‘they put the extra 2 tons in,
They are anxious to sell 100 tons, Although the buyer could not refuse
delivery on the ground that it is-highter by 2 per cent., the normal practice
is that he gets the extra length.

President,—He gets the specified (oot length, plus the extra weight.

My, Mather.—Ile gets the specilied weight even though it may mvelve
extra length.

My, Dalal.- This is the practice in respect of Continental bars, ordinary
angles and rounds.

President.—He gets the weight that hie has paid tor,

Mr. Muather—Yes.

President.—If the price is Rs. 100 c.id., it does not need any adjust-
ment?

My. Mather. --That is so.

President.—What is vour rolling margin?

Mr. Mather—The volling margin for British standard material is plus
and minus 21 per cent,

President —For nou-standard?

Mr. Mather—Mt s more or less whatever the custom is withont serions
complaint. There is no such specified Tinnt as theve is for tested matevial,
hut in actual practice at a time hke the present when the customer ean
afford to be {ussy. the mgrgin is higher.

President —We are told in vegard to Clontinental price it is abont 4 per
ecent,
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Mr. Mather—That is very nearly so.
President.—1 suppose more or less it is right.
_ Mv. Mather—Normally the margin is higher in the case of untested
Continentul materials,
Presudent.—4 per cent. is about the figure?
My, Mather~—Yes
- Dresident.—Coming  to Chapter VI, the first adjusiment that you
discuss here is the adjustment on account of freight disadvantage. On rails
and fishplates you claim the present figure?

Mr. Mather~Yos.

DPresudent.  Although actually your disadvantage during the past six or
soven years was a rupee less? :

My, Mather.—Yes.

President.—On what ground do you want it to be retained?

Mir. Mather —We submit that it is subject to variation {rom time to time
and that Rs. 8 per ton, to the best of our knowledge, was accepted by the
Railway Bourd in 1926 as being the normal average taking into account the
royuirements that they anticipated. The fact that there is a change does
not affect rhe accuracy of that mormal expectation. Because the orders for
rails have been so very small, it is not to be expected that the weighted
average wonuld be the sume on the abnormally low orders.

DPresident.—Rs. 7 is on an average of 110,000 tons during the past six
or seven years. The average of-the mext seven years is going to be 80,000
tons. Therefore it looks to me:that the vednced rate may continue.

Mr. Mather.—It would he beiter if you could give us an extra one
rupee.

President.—You want one rupee more?

Mr. Mather.—In the case of rails we are not asking for substantive
protection. What we ask for is/that the railways should pay such a price
at our works as will onable them 1o got these distributed to the rvailways
at that price.

President,—"The price that matters to vou s fo.r. Tatanagar.

Mr. Muther—The lower 'is this- figure, the higher it will be f.o.r.
Tatanagar. Of course, this is a special case. Tt is not a material on which
we are asking for substantive protection. Heve our fair selling price is
Iower than import price. We have ‘no interest in either Rs. 7 or Rs. K.

President —11 the agrecment were continued on the present basis then
the question of freight does not come into the question at all.

Mr., Mather —If we continued on the present hasis including the existing
price, that would happen.

President.—What T mean is this. Supposing the agreement was made
on the bhasis of whatever is a fair price f.o.r. Tatanagar, then the question
does not arise’?

Mr. Mather.—1t would in fixing what is a lair price to us at Tatanagar.

President.—In that case, the freight is borne by the railways.

Mr. Mather —Yes. Naturally the rallways will want to have the
materials at no greater cost than the imported material.

President.—Supposing the margin between the import price and vour
price is a considerable factor?

Mr. Mather.—Then, we will begin to touch on the method of fixing the
price.

President.— 1 am atraid we will.  On sleepers the disadvantage 15 Rs. 10.
T have no comments at all to make on that.

Mr. Mather.—Yes.
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President . ~~Now coming to tho thorny guestion of imposing protective
duties on semi-finished materials, you ask for a duty of Rs. 25, of which
Rs. 13 15 real protection and abour Rs, 12 is the freight disadvantager

Mr. Mather.—-Yes,

President.—You want this duly to be applied to semi-linished materials
of all sortsy

Mr, Matler—Yes.

President.—Supposing we allowed you a dury of Rs. 25 on billets half of
which represcnts the freight to distant parts, would not that work as a very
severe hardship Lo re-rolling mills in those aveasry

Mr. Malher.—1t would puv the price up to them; that is true. On the
other hand, of course, we should otherwise be getting less than our nett fair
selling prices for the supplics which we send to distant areas.

Dresident ~—The two biggest manufacturing centres in India are the two
big ports—Bombay and Calcutta. The development of auxilliary industries
and subsidiary industrics—1 am not saying in competition with you neces-
surily—is likely to take place wore in Bombay and Caleutta than in any
othier centres that 1 can thiuk of and in the places where the re-voliing
industry properly so called is likely to develop most, a duty calculated on
thls bases wouid work with e severest hardship,

Mr. Mather.—3So {ax as Bombay in concerned, our ireight disadvantage
is Rs. 15 per ton.

President.—Leave out Bombay. ~Lake Calcutta. Calcutia 1s the biggest
centre for this type of industryrand it seems to me that if there 1s uny
likelihood of a re-rolling industry developing on a really satisfactory basis
and on a substantial scale, it would be rouud about here and iv is in this
area that yowr duty would throw the heaviest burden.

My, Mather.—When we hirst heard ol definite proposals lor the establish-
ment of a re-rolling industry working on billets, they were in counection
with the quesilon of starting a mill in Southern ludia and not in Calcutta.
It is difficult for us to say how die balance would work out.

DPresident.— Let us come down . concrete cases. There is at present a
re-rolling mill started by Messes. Henry Williams?

My, Mather.—Yes.

President.—As far as 1 understand, they are mainly concerned with the
manufacture of railway matevials. T think that the kinds of bars that they
want to roll from billets are bars veguired for railway materials and if a
duty of Rs. 95 is levied on billets, then it seems to me that it is going to
place on the re-rolling mill of that kind a burden which it would be rather
difficult to justiry.

Mr. Mather.—Tn a case like that, if this mill were to confine itseli to re-
volling materials which we arc not rolling we are quite prepared, as we
have indicated helore, to sell billets at our fair selling price—at a price
which will leave us a nett price fo.r. Tatanagar which would not then he
influnenced by the duty.

President.—You know in our report we estimate a fair selling price for
vour semi-finished material f.o.r. Tatanagar. At that price you would bhe
prepared to sell semi-finished materials to re-rolling mills like Messrs.
MMonry Williams' which are concerned in the manuafacture of steel producis
which do not come in competition with your production?

Mr. Mather.- Yes, so far as they confine themselves to those products.

President.—Do you waut them to confine themselves 100 per cent.?

Mr. Mather —T think our attitude in a case like that would be that they

must confine themselves so far as they are taking our billets to the rolling
of sections which we do ndt roll.

President.—T understand accerding to the practice in other countries
where you have re-rolling mills which manufacture special class of sections,
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vecasionally it there is a shortage in the demund for the kind of special
sections that you roll it may be necessory for you in order to find an
outlet for your products to sell some of them in the form of ordinary
sections in small quantities which the larger works may not be in a position
at the time to supply.

Myr. Mather—~~May 1 submit that this s a very important question in
connection with this enguiry: it bhas been an important gnestion in other
conntries. Tt is very important in the United Kingdom, this question
whether the protective duties should he applied at the same rate on sewi-
finished materials which have been imported into the United Kingdom us
for finished steel, and aiter considerahle discussion the same dufy was put
on senmi-finished materials, and the re-rollers had to tace that position,

M, TWites. ®Those re-rollers are not confining themselves to the produe-
Lion of materials which ave not produced by the people who make billets?

M. Mather. They are buyving billets at a price which will be an accord
ance with the duty.

Mr. Wiles.—They are left in a position to compete with people who
make billets,

Mr. Mather—That is 2 matter for the suppliers of billets.

President,—Supposing vou have w duty of 334 per cent,, which is the duaty
in the United Kingdom hoth on billets and on finished steel, and people
who get their billets at a price correspounding to the duty of 334 per cent.
are able to compete in regard to theiv products with the works which produce
both their billets and steel products; this implies, T take it, that the cost
of conversion on these re-rolling mills imustbe less?

Mr. Mather.—There arve tnany complications which enter into the com-
parison. The point | want lo bring to the Board’s notice is that the ques-
tion of the levving of protective duties ou semi-finished products has heen
brought up in the United Kingdom and it has heen decided to levy these
duties.

President.—The position now is that in the United Kingdom after
considerable discussion they have adopled the principle of levying the sumao
rate of duty on finished and semi-finished steel and you are quite sure that
the conditions are the same in that respect in the United Kingdoni and
India?

Mv. Mather.—Not the sawe.

President.—Do  you or do you not agree that there 1s voom in this
country for the development of really satisfactory re-volling mills and that
the development of it should be encouraged?

Mr. Mother.—No, if you say really satisfactory.

P'resident.—Ts there room in this country for the development of a re-
rolling industry like Messrs, Henry Williams?

Mr. Mather. ~Tor railway materials yes.

President.—Messrs. Tndra Singh’s works?

Mr. mtather —Yes,

President —For similar works there is room, is it not so?

My, Mather. T doubt whether therve is room for any more.

President.- Messrs, Henry Williams  have a ve-rolling mill whiclh is
Aesigned for the production of railway materials which yon do nor make,
You are proposing a duty which involves practically the whole of the freight
to o distant port like Madras or Bombay., Industries of this kind find
it rather difficult to compete with products manufactured by similar works
in other countries and is it fair that thiz extra disadvantage of Rs, 12
should be thrown upon an industry like Mesers, Henry Williams when they
are struggling to keep themselves alive us vou are doing?

Mr. Mather.—We do nol propose to puf that extra burden to the extent
to which they are rolling these railway materials.
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President.—17  they confine themselvee hundred per cent. to railway
materials then you would supply them with their billets at the fair selling
price f.o.r. Tatanagar?

Mr. Mather.—Yes,

President.—What is the pereentage you would allow for the manufacture
ol ordinary sections in the course of their aperations?

Mr. Dalal.—So long as there is not sufticient demand as it happens at
the present moment, for auy additional material, 1o the extent to which they
manutacture such material they will be competing with us, Mr, Mahindra
will tell you what is actually happening even in such a short time with
vegard to the very small amount of billets which they have taken from
s,

Mr. Malindra.—The position is this: if they have a very small tomnage
to put on the market the tendency is for them to eut into the market,
pub that material in the bazar ai a lower price aud thus disturb the eniire
sitle of baes by the Steel Cowpany whicly affects the nett realisations.

President.—Messrs.  Henry Williams vou know definitely are not in a
position to roll anything besides definite specific standards; is it really
necessary to drop vour realisations to that extent? 7Ts it not like imporis
from a country like Japan? You know precisely their Timits.

Mr. Mahindra.-—What does happen is that it upsets the marhet.

Presidend —Becanse vou are easily liahle to he upset!

Mr. Malindra- The way we look at it iy this. Tf Messrs. Henrvy
Willlams go out in the market-and say “we will supply you hars exactly
the same as rolled by the Steel Company:at somewhat helow the Steel
Company's price ", it ha= a tendeney ta haldaway the dealers from us,

President.—Suppose they agree to roll ordinary sections and supply at
the same price as vou do?

Mr. Dalal —As it is, we have to study the psychology of the market;
for the sake of a small tonnage pul on the market the sale of a very large
tonnage s unnecessariy prejudiced and for the litrle henefit that they will
devive we will suffer a very greal. loss, That i« our own  experience
throughout all the markets. We ave merely trying to safeguard ourselves
in that respect, otherwise we ate qguite pepared to give them the billets
for such materials as we are not interested in at a fair price.

President.—Is it a fair condition to impose upon re.rollers like Messrs,
Ilenry Williams that they should not winder any circumstances sell sections
which you sell?

Mr. Dalal.—Tt seems to us fair becanse if they really require these billets
for ralling railway materials there is no reason why they should not coufine
themselves to that.

President—In  the course of their bnsiness they would be compelled
aceasionally to sell ordinary sections for which provision shouald he made¥

Mr. Dalal.—We have had somewhat similar experience with regard to
sheet bars which we sold to the Tinplate Company to make rheots and it
has not been a particularty happy experience.

President . —Don’t bring in that caxe because it is entirely different.

AMr. Dalal.—The tinplate sheets were sold in competition with onr sheets,

President - Tt is not part of ordinary hnsiness of the Tinplate Company
to make galvanizsed sheets. What T sugpest is that in the case of re-rolling
mills which make special products in this country it is inevitable in the
ordinary coarse of husiness that they would roll & cevtain quantity of ordi-
nary sectiwons,

Mr. Dalal —Tn thal ease the only thing to do is to restrict this really
to occasions when it is netessary, to a very small percontage and if that is
to happen T do not see why ihey shauld not buy our hillete at the tull
price.
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President.~—~What do you mean by full price? You mean corresponding
to the duty?

Mr. Dalal.—Yes.

President.—In what form would vou put the agrecement in that case?
You arrive at a certain percentage ol malway aaterials, these speciadised
products, and a certain percentage of ordinary sections. Assuming their
requirement in the year is abhont 0000 tons. yvou put the perventage ol
sales at 90 per cent. and 10e per cent. Then 90 per cent. of their regwire-
ments of billets would be sold al a fuir selling price and 10 per cent. at
ordinary market price. That is the position?

Mr, Dalal.—There should Le a further provize that they would not sell
at any pricegbelow onrs.

President.—That gives us a fair basis for discussion,

Mr. Mather.~—~There will be no difficulty in making arrangements pro-
vided the tonnage is small to allow these to come on the market at an
agreed price which will not upset our price.

President.—1  should like to have ihis discussed with Messrs. Heury
Williams when they cone up and il necessary we may have further discussious
with yvou. They have hought considerahle quantities of hillets from you?

My, Malindre —~They made a contract for 1.500 tons about seven months
ago and during the whole of that period they could only take 220 tons.

President.—What was the Qifficuliy?

Mr., Malkindro.—They did not give anv specifiention,

Iresident —T should like to read a paragraph of their representation to
s on the subject : -—** The Tuata Teon and Steel Company Timited fixed with
us a contract earlier thix vear (referred to elsewhere) for a large parcel of
billets for the rerolling of steed Faper Kevs: Rivet Bars and varions special
sections. Thev have recently attempted to avoid completion of this contract
by an interpretation of one phrase in the contract in a manner which we
do not accept and have held up further supplies . § should like to have
an explanation of the position.

My, Mahindra ~~The position is thist Some seven months ago Messrs.
Henry Williams enterved into a contract with us for the supply of 1500 tons
of tested billets at Rs. 71 a ton delivered at their works, BDuring the whole
period of six months they took only 220 tons. Within 10 or 12 davs of th.
expiry of the six months they put in specifications for the balance tounage
and they experted us to supply. - They did have a provision in the contract
that we shonld supply at anv time they Tiked. 1 wrote and told them that
the supply of the halance within 10 or 12 days will not be possible and that
the ovder wmav he cuncelled and the contract renewed on the same basis
again and thus regularise the husiness, This was not an attempt to avold
as we can definitely prove ‘rom the corrcspondence. That was not our
attitude.

President.—They then sav:.  Tatas quoted Rs. 75 f.o.r. Calcutta for
April 1933 for a large parcel. The contract was ultimately fixed for 1,500
tons at Rs. 71 per ton f.or. Shalimar: but thex attempted to cancel
1,000 tons omt of this quaniity the price of imported hillets having risen
recently 77,

My, Mahindra.—As T said, we have written to them to renew the contract
in order to regularise the husiness and we will supply it during the period.

Presidenf —Now that vou have heard this statement could you put in
a statement stating the Compang’s position becanse T should like to have
something in writing when T examine their representatives,

Mr. Mohindra.—-Yes. - Mar T submit that there was no unecessity for
them to bring this matter up in the representati®n beecanse it is a common

evervday business. TT they are righl they ean Aways enforce the terms of

the contract.
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President.—Special difficulties of this kind I do not say do nol nocessarily
occur, but they arce likely to occur where there is only one Sieel industry
in the country.

Mr. Dalal.—1 may state that when this particular difficulty arose, Mr.
Mahindra consulted me and after discussion L told him that although this
should he regulavised, it wus not a contract which we could set aside aund
that we should supply billets to them though they were not taken within
the time. .

Presidernt.—That is the sort of attitude which 1 should like the Company
to take in matters of this kind. You are in a position of very special
responsibility.

My, Dalal.—Quite. We have been doing so. That s 'exa(:tly what
happened.

President.—Messrs. Henry Williams sav: ‘ Messrs. Tata Tron and Steel
Jompany state in their representation that an cconomical sale price for
billet is Rs. 70 per ton f.o.r. Tatanagar. This price would probably enable
us to compete in this market and capture practically the whole of it with
their billet. At the present time they refuse to sell billet at this price with
the result that practically all these materials are imported from the
Continent *’,

Mr. Dalal.—That is not a correct statement, hecause they have never
discussed any proposal and we have never given any vefusal of that kind.

Mr. Mather.—Tn fact the actual transanction was made at Rs. 68 f.o.r.
Tatanagar as against Rs, 70.

Mr. Dalal..—-And thai is for-tested material. They got the transaction
through bv representing to me that they could get materials from the
Continent as good as the British standard materinls at the price and on
that understanding 1 concluded this contract for tested material with them
at this price: It is tor vou to judge whether that statement is correct.

President.—T should like von to give us a full statement of the position
in writing.

Mr. Dalal —Yes.

President —There is the other question-of the supply of billets to the
Indian Steel Wire Products.  What stage have negotiations for an agree-
ment reached? Tn the first place is there an agreement?

My, Dalal.—Theve is no concluded agreement.

Presidept -1t is praposed to come to an agreciment?

Mr. Dalal.—1t is certainly our intention to come to an agreement, but
there are some points of difference with regard to certain clanses of the
agreoment.

President—Yon sent us some tine ago a draft agreement?

Mr, Dalal. —Yes.

President. Which is <51l ander consideration”

AMr. Dalal .—Yes. we had one meeting with Mr. Tndra Singh and there
are cortain clauses in the agreement to which thev have raised objection.

President.—The two most imnortant matters under this agreement as
far as we are concerned are first the price and secondly the kind of sections
which they ave to roll. As far as price is concerned, the provision in the
draft agreement. is thal wmore or less agreed to?

My, Dalal.—So far as the price is concerned, there is no dispute; only
sabout the treight.

President —You wmean the question whether the price should he put up.
Mr. Malal.—That is 2 matter in dispute,

President —Otherwise maving alone these new freights the price is to
he Rs. 60 per ton for the first two vears and a minimum of Rs. 70 for the
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rest of the period, that is to say the import price subject to a minimum
of Rs. 70.

Mr, Mather.—Import price ouly on the basis of the old duty. The pro-
tective duty will not affect that.

President.—The import price is calenlated on the 124 per cent. dury?

k s 1 ¥

Mr. Muther—Yes. We have made that clear to Mr. Indra Singh and
he is agreeable to that.

President.—The freight question is still under discussion?

My, Mather, -Yes.

President —What aboul the kind of sections to be rolled? Whatl is the
position? '

M. Mather.—There is a difference of opinion,

I'resident.—What precisely 1s the difference of opiniony

Mr. Dalal.—They want to roll all kinds of sections.

President.—All kinds of small sections under halt inch.

Mr, Dulal.—Yes.

President. —What do you want them to coufiue themselves to?

Mr. Mather—They will confine themsclves 1o under § inch rounds and
squares. They want to roll small angles and rounds and practically any
muterial which is within the capacity of their null

President.—Youn want them ta confine themselves to rounds and squares.

My, Mather.- About 4 years ago in the earlier stages of working out
the scheme, we offered that we would supply billets for the rolling of rounds
under half inch only and they replied accepting that specifically and repeated
the sizes in their letters to us and said that they didn't want to roll any-
thing except rounds under half inch, That was the understanding until
practically at the Jast moment when they have disagreed.

President.—At the time when we made our last enyuiry in regard to
wire and wire nails, the ¢mestion of rod mill was considered and bezides wire
rod it was then definitely anticipated that varvions lighter sections would
he rolled.

Mr. Mather.—They can voll small squares. We take no objection to
that. :

President.—Whatever the previous correspondence on the subject was,
the impression that I formed during the cnguiry as the result of listening
to the evidence of vour Company and of the Steel Wire Products is that at
least. during the period of protection the Steel Compauy wonld have no oh-
jeetion ta the Steel Wire Products rolling smuller sections snhject practically
{o no vestriction,

Mr. Mather.—The impression at {hat time was that they wanted to roll
ronnds and <quares. Wo didw’t wish then and we do not wish now that
they should confine themselves specifically to this mitation, that is Lo rounds
only, We have no ohjection to their rolling sqmares.

President.—Tn the draft agreement vou wan: them to confine themselves
rounds? :

My, Mather —Yes.

President —You are prepared to revise that draft agreement?

Mr, Mather.—-Yes.

President.—In what divection?

M. Mather —They may roll squares.  They may roll small angles provid
ed that if we gave them notice that we want at any time to roll angles
in our own plant, they will ceaze rolling,

President.—That is rather a difficult condition

i

Mr, Dalal.—Tf vou wonld ohlice us as there are several matters in
dispnte hetween Mr. Tudrn Singh and ourselves with regard to the various
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clauses of the contract hy informally arbitrating, we on our side would be
quite prepared to abide by whatever you might say.

President.—It is rather a heuvy responsibility for the Tariff Board.

Mr. Dalul —Not as a Board,

FPresident.~T shonld not like to say that the Tariff Board would arbi-
trate on a mattor of this kind. We shall certainly Lry by discussion with
you aud the Steel Wire Products to clear up the position.

Mr, Dalal.—Yes. .

President.—And see where ecach party stands exactly.

Mr. Dulal.—Thank you very tuch.

President —The vepresentatives of the Steel Wire Products are appear
ing before the Board next week and we shall know their point 8f view.
should like to know precisely what the position iz at present. You are
prepared to let them roll not merely rounds, bars, but also squares and
anglos subject to the provision that if at any time in future the Stecl Com-
pany decided to roll any of these sections except rounds, bars, then ihey
must cease making thewm.

Mr. Mather.—Yes.

President.—To which they have not agreed.

Mr. Mather.—We originally suggested 6 months. They suggested two
yoars and we replied one year as a sort of compromise.

I'resident.—Supposing a vestriction of the kind was imposed on them,
would they still find sufficient outlet for their products? They claim that
theiv rod mill cun make altogether 45,000 tons in a year. Supposing you
took 15,000 tons out of it for wire rod, veu may gel a total outpnt of 30.000
tons.  You must remember the macket on the Culeutia side.  As a practical
proposition I doubt it the Steel Wire Products can do anything more in the
way of wire rod.

Mr. Mather.—1 am not sufficiently familiar with the details of the prob-
lemt as to be able to suggest an alternative figure. Bearing in mind that
they are already producing quite a considerable tonnage of wire nails, that
the import of wire nails is still fairly on a large scale and that the 1mport
of wire is also moderately large, 1 should haye expected to sce that the
figure would be higher. 1 cannotl put it any further than that, because,
as T said, T have not made a spocially detailed study of the matier. The
imports of wire nails are still at the rate of 11,300 tons a yeur—that is in
addition to the quantity which they are alrcady making.

President.—On the basis of the ligures of 1932.33 T fix the total eonsump-
tion of wire other than fencing wire and wire nails, taking imports and the
Indian production, at a figure of 28836 tons,

Mr. Mather—Something should he added for f(v{xcing wire presumabily,
that being the commonest and the easiest form of wire to make.

President.—Tet us pub it at 30.000 tons.

Mr. Mather.—1 should put it higher than that.

President—How much is fencing wire in 1032-332

Mr. Mather.—4,500 tons.

President.—That comes to a little over 82,000. Let us puat it at 30,000
tons.

Mr. Mather.—Yes.

President.—That includes Rangoon, Karachi, Bombay and Madras. 1f
vou tuke the Bengal murket which is practically the only market of which
they can be certain, 1 personally doubt if you can go beyond 15,000 tons of
rod.

Mr. Mather, T agree withwyou to this extent, that I would not suggest
that in the first few years they would get, say, 80 per cent. of the total

STEEL INDUSTRY 1
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Tndian demand in the way we have succeeded in doing with bars and other
products, but I should have expected them to be able to get about two-
thirds of that.

President.—1 rather doubl whether their wive plant can absorb more
than 15,000 tons of vod.

Mr. Mather—Tt is neither difficult nor expensive to extend the wire
plant.

President. —Assuming ipr the moment that they cannot either produce
or dispose of wire and wire nails corresponding to more than 15,000 tons
of wire rod, that leaves them with a surplus capacity of 30,000 tons. Tf
that was the position, would the kind of restriction that vou are contem-
plating impede them unduly?

My, Mather—~The importation of non-protected bars was 47,000 tons.

President.—Supposing squares and rounds are ruled out?

Mr. Mather.—T am speaking only of barvs.

I'resident.—What does the term ““ bar 7’ mean in this connection? Does
it include rods, squares, hexagons, flats, everything except angles?

Moro Mallier. Yes, except angles, heams aud 30 on,

President. —Would vou allow them to roll special shapes?

Mr., Mather.- 1f they want to roll some sections—I mentioned angles 1o
which they agreed the other day—we are prepared to let them roll under
the restriction that we have proposed. They can roll window frame sections
if they want to develop that husiyess.

Mr. Dalal —We  are prepared to. allow ithemn to roll anything except
flats subject to a vear's notice,

President.— The kind of “flats  that they use for cart tyres, that is
protected.

My, Mather.—That comes within our vange of manufacture.

President —What is the muin use of these smaller flats?

Mr. Mather —T don’t think it is much imported at present.

President.—You are prepared to let them roll in small sections except
flats ?

Mr, Dalal.—Subject to a year's notice if we wanl to roll them.

President —In your evidence in the last enquiry T rather thought you
said that whatever may be the terms of the formal agreement, the Steel
Tompany would, at any rate within the period of protection, not undertake
ihe manufaciure of any articles which were likely te restrict the outlet for
the Tudian Steel Wire Products. T vather gathered that was the position
although the Steel Company made it perfectly clear that they would preserve
a free hand in the matter. That is to say they would not commit them-
solves to any formal agreement, bat thexv said that as fav as theyv conld see
they would not nndertake the manutacture of any articles during the period
of protection,

Mr. Mather.—We should not be likely to undertake. I think that is
still the position. We «till have no reason to participate. On the other
hand we are rather anxions not to commit ourselyes to letting one company
absorb a bigger avea of the steel business than they are likely to he able
to control effectively in the future and thereby shut out other people—whether
ourselves or some other subsidiary coneern—who might be able to cope with
that particular part effectively.

President - The wire and wire nail industry is in a very special posi-
tion and it has a long history. The Tegislature was persuaded on our
recommendation  to  Covernment  to  give temporary protection to this
industry on the understanding that this rod mill would be installed and the
whole possibility of a rod mill being cconomically worked was dependent
on the rod mill heing able to undertake sectiogs other than grive rod.

Mr, Mather —Yes,
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President.—Having given them proteciion on that basis and having got
them committed to that undertaking, 1, at any rate, feel—I have been con-
nected with this question since the beginning--we are rather in a special
position of respounsibility.

Mr, Mather.—We feel that too.

President.—if in the course of negotiatious between you and the Stecl
Wire Products there was any serious danger of the industry being unduly
handicapped, it would be in my opinion a most unfortunate development.

My, Dalal.—There is no such development. “In all these matters we shall
be subject to your advice.

Pregident. It Is very kind of you to say so. My, Dalal, before T leave
the subject of re-rolling mills, there is one point regarding Messrs. Henry
Williams that T want to have cleared up if possible. Yon subpest that it
might be possible to reach a working arrungement under which billets which
Messrs. Henry Williams require for the manufacture of railway materials
may be supplied at your lair selling price and the billets required for
ordinary sections would he supplied at the ordinary market price.  The point
that 1 ‘want to have cleared up is this. 1 take it that you agrec that il
they rolled some ordinary sections not for the purpose of placing them as
stuich on the market but keeping them in stock for the purpose of converting
them eventually into railway materials, in that cese your undertaking to
supply billets at a fair selling price would apply, that is to say you want
the ordinary market price only on such billets as ure utilised for the manu-
facture ol ordinary sections which are placed on the market as such?

Mr., Mather, That is right.

President.—Sinco 1 discussed with vou this morning we have received a
paper from the Indian Steel Wire Products in which they tell us that the
¢lauses in the draft agreement to which they take exception are (i) clause
2 in which the Steel Company have reduced their supply of billets to
30,000 tous a year and (i) other clauses which relate to the increased
freight and the classes of sections. Apparently that is also a point at
issue.

My, Dulal, --That can be casily settled.

DPresident.  You will be able to mect their p()int of view?

Mr, Dalal.—I think so with your advice.

Dresident.~What precisely is the disagreement at present on that?

My, Dalal—We have stated 2,500 tons' a month. They say that their
capacity is larger. If their capacity is larger, T don’t think that there will
be any particular difficulty in imereasing our supply of billets,

President.- You have sufficient surplus capacity to supply them?

Mr. Dalal. -Yes, so far as they are concerned, They are in the flelc
helfore others.

President.—-Tn case you find it neccessary to rvoll smaller sections of the
kind which are now unprotected on what mill do you propose to have them
rolled?

My, Mather. - We are uot anticipating that we shafl roll them during
these few vears on any mill which we now huve. That is why we are quite
willing to let them roll subject to notice. We have told themn that there
are no plants on which we can roll them and that it is not at all probable
that we wonld give themw that notice in the conrse of five yeurs. We don'{
wish, in the matter of volling of any particular kind of product, to be tied
up indefinitely to any fivm which, ax far as we can judge, way not he so
sufficicutly well equipped as to he able to cover that ground. in addition to
the ground which is already covered hy agreement, at all fully. 1t migne
prevent some gthers, whether it is our own firm or vomehady elie, from doing
similar work in the ve-rolling field.
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President.—You wani to keep a frce hand?

Mr, Dalal.—It is possible for us to roll them but wo do not contemplate
rolling them on our present mills,

President. - 1t is simply formal. You want to keep your hunds free so
far as this matter is concerned.

M, Dalal.—Yes,

President. Not that you have any sérious intention of rolling those
sections? .

Mr. Dalal~ No.

President.—Tn regard to that poiunt, it occurred to me that you have
also made a proposal that the protective duty shonld be applicable to all
unprotectedeclasses of hars,

Mr. Mather., Yes,

President.—But T presume vou have made that proposal uot because
vou have any intention of manufacturing them hut that the existence of
that section 1s likely to stop evasion.

Mr. Mather —That of course is the part which most directly concerns us.
Rut if the protective duty on hars, whatever it is, iy wade applicable to all
sizes and shapes of bars, the guestion of evasion is avoided. Tt has caused
difficulties in the past. We felt that it wonld be accepted as more reasonable
that we should make that proposal knowing that the great bulk, at any
rate, of the sizes of bars which we are not yet rolling will be made ont of
our hillets on the mill of Sirdar Indra Singh and therefore we have an
interest that there should he an adegquate market for such products.

President.—T now come to paragraph 83 which deals with the question
of freight disadvantage on semis which you waut to have fixed at Rs. 12 a
ton, that is with reference to re-rolling mills which have been started at
ports. We have discussed that question and it is not neccssary to raise it
any further. We come to the question of these other adjustments on rails,
fishplates, sleepers and semiz., The only adjustment that vou ask for is in
respect of freight disadvantage, Tt is on sections, bars, plates and sheets
that these other adjnstments are required. T have heen trying to suminarise
the claims that vou make in respect of these other adjustments. On tested
steel of these classes, the adjustments suggested are eash discount 1 per cent..
merchants’ commission 1 per cent. and miscellaneous claim 5 per cent. No
other adjustment is asked for in rvespeect of tested steel. Tt comes to 24
ner cent. ’

Mr. Mather. Yes, on the specified adjustments.

President.—These miscellancous claims, T understand, cover things like
delay in delivery, lox:es in transit, errors in loading, etc. '

Mr. Mather —Yes, and sometimes wrong hooking.

President.—On untested steel the adjustments required are cash discount
1 per cent., morchants’ comuinission ! per cent., deferred rebate Rs. 1) per
ton and miscellaneous claims 3 per cent., non-standard and defective
material 3 per cent., and bad debts 1 per cent., giving a total of 23 per cent.
plus Re. 1} per ton.

Mr. Mather.—Yes.

President. These are in addition to the Sales Department expenses which
sre included in vour estimated works cost?

Mr. Mather.—Yes,

President.—T have been trving to compare these fignres which véu have
suggested with the actuals for 1932-33 as given in Statements 27 and 28
On tested steel, taking the total of these adjustments for 1932-33, the averaen
on structurals is 32, on hars 36, plates 14 and bhlack shegls nil.  As
against that, the claim that you have made is on structurads 2:4. That is
applving this percentage to the fair selling price as given on page 27 of
vour representation. Ts that correct?
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Mr. Mather.—Yes,

President.—We apply these percentages to the fair selling prices.

Mr. Mather.—Yes.

President.—Applying these percentages applicable to tested steel, we get
on structurals 24 against an actual of 32, on bars 24 against 3'6, on
plates 2:5 against 1'4 and on black sheets 3-1 against nil. As far as plates
ure concerned, your explanation is that the agtual in 1932-83 is an unreal
one to the extent that the sales were negligible in that year.

My, Mather. - Plates?

President.—I mean black sheets.

Mr. Mather—It is not explicitly nil. We have not enteregd the figures
because the total guantity sold is 100 tons. It does not seein at all sound
to draw deductions from such a very small quantity of sales in that
particular year.

President. The only product in respect of which the claim is higher apart
from black sheets 1s plates.

Mr. Mather.—Yes.

President. - That you will set off against the reductions in other cases?

Mr. Mather—We felt that it would make for simplicity and not lead
to any serious error from whatever point of view the matter was discussed
it we applied a uniform adjustment to all products.

President.—Taking untested stecl, on the same kind of calculation, your
elaim in respect of structurals is 422 against an actual of 4-1.

Mr. Muther. Yes.

President.—In bars it is 4-2 against 3:4. 'In plates it is 43 against
34. In black sheets it is 48 against 74. In galvanized sheets it is 6-1
against 5:1. Except in the case of black sheets you have asked for a
higher adjustment in every case.

Mr. Mather.—For that we have advanced a definite reason. The deferred
rchate system was not in full operation during that year. That is what
we normally call the Tata Dealers rebate., The fuller operation of it was
introduced in the course of the year. We expect that it will bring the
figures from those actually shown in Siatement 28 which are in all cases less
than Rs. 15 per ton up to an average of about Rs. 1'5 per ton. On
account of the Tata Dealers rehate, we have made much more widespread
sales now than in the early part of that ycar.

President.—What it amounts to is this, that the amounts you would pay
to your dealers for the purpose of pushing on sales are going to be larger
in the future than they were in 1932-33. The effect of extending the
deferred rebate system means a larger total turnover.

Mr, Mather.—Yes, though not at a higher rate per ton.

President.— To that extent in the aggregate, the lag between the market
price and the realised price will be greater.

My, Malher—Yes.

President.—In order to make the comparison really effective your actual
costs in 1932-33 do not include the Sales Department expenses?

Mr. Mather.—That is so.

President.- Your total expenses in respect of sales on the estimates made
must include the Sales Department expenses. After all, these rebates and
commissions and things of that kind are so to speak payments made by
you to dealers in order that your murket may be extended. 1t comes to
that.

Mr. Mather—We regard them more as essential reductions on prices.
Tn a sense, gathor to a hmited extent, they are payments for services.

President.—T don’t suggest th&t it is payment for sales. Tt is really a
deduction from the amount that you might get under ordinary conditions.
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My, Mather.—Yes.

President —-1n order to determine your correct charges by charges 1
mean the extent to whicl your realisations are short of the market prices—
on ihe cstimated basis we must take the sales departiment expemses nto
account for the purpose of comparing with 1932-33.

Mr. Mather—J don't know. The sales department is an expense and
not a reduction from receipts. '

President. ~Your sales deparfment expenses are outgoings.

Mr. Mather.—Yes.

President —To the extent that they reduce the surplus reafisutions that
you get over yonr expenscs?

Mr. Mather, - T dow't Jook at it in that way at all. I look at the
operation of the sales department as part of the necossary expenscs of
administering the Steel Company. 1 think the Company has not regarded
the sales depuartment. expenditure as an item which should be specifically
deducted from the receipts any more than the cost of the General Manager’s
office, or the Accounts office looking after the preparing of hills and so
om.

President.—Have you any figores to show wlhat the average sales depurt-
ment expenditure was per ton ol saleable steel in the latest year?

Mr. Mather, -Yes.

President.—What does it work out to per ton of saleable steel?

Mr. Mather.—1t ix approximately-—w rupee. The expenditure in 1932-33
was Rs. 4 lakhs; in 1931-32, Rs. 83 Jakhs and-in 1930-31 Rs. 43 lakbs, The
average of 1he Jast three years has heen almost precisely Rs. 4 lakhs.
During that period we made more than 4 lakhs of tons of suleable steel
and nearly 13 lakhs of tons of saléable pig iron.

President. —If yon take the adjnstmenis that you ask for in respect of
untested steel, can you tell we on the average of finished steel, not in
respect of each class of product hut on the average of finished stecl, by how
niuch your claims would exceed your actuals?

Mr. Mather~- By claims yon mean the rates of provision for those types
of deduction which we have asked for as compared with actuals?  We cau
work out the figures. I have not got a figure ready at the moment.

President.—Could you let me have it?

Mr., Mather.~ Yes.

President.—Your contention is thiat the whole of the increase is coverved
by the extension scheme?

Mr. Mather—Yes. We will work that out on the 1932 83 basis.

President.—T should like to get some information as to your position in
respect of these varions adjustnients as compared with the position of the
importer of steel in this country. 1 understand from statements that we
have received from other importers that on the whole the general practice
in the case of imported stecl is that the c.i.f, price is really c.i.f, and ca.,
in other words the commission goes out of the cif. price. That is to say
if a thing is priced Rs. 100 ¢.i.f. it is at that price that the importer would
pass it on to the wholesaler and out of the realisation from the wholesaler
the importer deducts his commission whatever it is, say, 2§ per cent,, and
what is left, that is 97% per cent., is the amount which would he remitted
to his constituent, the manufactnrer.

Mr. Mather.—It depends on the arrangement. There are houses who
work on comunission basis; there are others who huy outright and then sell.

President—The impression that 1 have gathered from the varions
importers is that theso things ave done on a consiknment basis dhd the price
is c.i.f. and ca,

Mr. Mather- That is the position generally, 1 believe.
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President.—Therelore when we are trying Lo coumpare your fair selling
price with the e.if. price, it is but right that an addition should be made
to your fair sclling price of those commissions and  discounts which are
already included in the c.i.l. price. That is corvect?

Mr. Mather. Thav is right.

President.—1f that is so aud if no other charges are included 1 the
¢.i.f. price, things like deferred rebates, bad dabts. . .

Mr. Mather— Cash discounts are included in the e.i.l., commissions dare
included.

President. —1 exclude these two items. If you are comparing your fair
selling price with the importers c.if. price, the cash discountg und com-
missions should be added to your fair selling price. What about deferred
robatos and bad debts and miscellaneous claims?

Mr. Mather.—Bad debts naturally would he included.

President.~ The whole discussion proceeds on the basis that the fair
selling price is compared with the c.i.f. price. Tf the importer incurs a
had debt it is an addition to the c.i.f. price. 1f it is added to your fair
selling price it would correspondingly be added to the c.if. price.

Mr. Mather—C.it. in fact is the only one source from which bad debt
can bo met so thal as far as had debt oceurs it goes towards the reduction
of the nett ci.f. price. :

President.—The c.if. price must cover charges for bad debts. There is
no other source from which the charge can be moet?

Mr. Mather —1 don’t know of-any other source,

President.—What about deferred rebates?

- Mr. Mather—That is not covered by the c.if. price. That system is not
1n operation.

President.—1 am not for a molent suggesting that there is no justi-
fication for the deferrcd rebate system.  What L am trying to suggest IS,
that if you find it necessary to give 2 deterred rebate, for the same reason
I take it the importer is under the same necessity ?

Mr. Mather-~No. Our position in ‘respect of the market is radically
different from that of the importer. Lhere is a nccessity and possibility of
our getting control of the market to an enormously preponderating extent
as we have shown. There is the eletwent of necessity behind it and it has
therefore been justifiable tor us to take steps to secure that great control
which might not have been worth while for an importer who in any event
had no prospect of getting so large a quantity. There is no importing firm
or even an oxporiing manufacturer in Europe who could supply the enor-
mous quantity of steel that we have put on the markets in so large a scale
nor would it give them au adeyuate return for the cxpenditure under the
rebate system.

President. May ) take it ihat the position is this: you want to capture
as large a portion of the market as is possible and therefore you want to
offer every reasonable inducement to your dealers and merchants and all that
you do gives you wind to compete effectively with the importer. That 1s
the party with whom the market is to he divided—between the importer and
yourselves.

Mr. Malher, ~-We want to place ourselves in a position of advantage
and bave effective control hecause if we had, say, 10 per cent. less of the
market then we could not have reduced our costs to the extent that we
have reduced them. If we had seemrved only 70 per cent. our production
would have heen still less.

President. 1L is of very areat importance to you to capture as much of the
market as possible?

Mr. Dalal.—Our protection is based upon getting a certain output and
thercfore it is ossential for us to get that output,
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President.—1 understand that it is essential but what T do not nunder-
stand is why for that purpose it is essentiul for you to offer defcrred
rebates.

Mr. Dulul.—Thai is of course for us to prove. We find that it is
necessury to secure such a market,

President,—The point thal puzzles me is this: | recognize that during
the past six years the Tata Iron and Steel Company has been making a
very determined effort to capture as much of the market us possible. They
have been doing that agamst difficulties, the main difficulty being that in
the cuse of importers there are long-established trade connections and if an
industry Jike this has to capiure the markei held by the lmporters it is
necessary that special indneenent would have to be offered. That has gone
on all these years nntil now you are in a position to capture about 75 per
cent. of the market. To that extent you have been able to estublish con-
nections yourselves. You are starting to-day with a 75 per cent. market
15 it necessary for the next seven years to go on giving inducements on
the same scale?

My, Muther- We have 72 per cent. of the market at the present moment
because of these very substantial inducements.  If these indncements were to
be removed we would not have anything like this percentage of the market.
Whenever there is a little difference in price there ix great inducement to
the dealer to accept thut offer and it is this inducement that holds him

back aund it is the only way by which we can extend the market aud keep
our hold on it,

President.—Tn addition to these claims you also claim certain adjust-
ments on aceount of certain unaccounted for factors, To that extent yon
are in a position to alter or rednce prices as compared with the importer,
Tt is over and above that that you ave asking for things like deferrved
rebates,

Mr. Mather—We recognise that there must be a limit hut these are
varions forms of inducement which we have found it necessary to hold out
to him to capture the market.

President.—It is for us to be satisfied.

Mr. Mather.—May 1 point out another factor? 1T take it yonr point 1s
that it might have heen necessary for us during the last few vears nntil we
had established working connections in' so large a market and the argument
vou are advancing is that it does not necessarily lollow that 1t \H“ he
(‘(]ll.l”\’ necessary for us to keep arrangements which cost us a cer tain amonnt
of money In the future. 1 say that it may even he a greater necessity
than it has heen in the past, for this reason that the Continent is heginuning
to organise the sale of steel through cartels and there is going to be a time
when there will he a larger guantity of steel put on the market and then
thev might raid the market and hreak our connections. TFor the develop-
ment of our own sales we naturally, when onr production was lower, sold in
the freight advantage areas to the maximum possible extent, We regarded
Caleutta as a relatively difficnlt market to get at in the early years and
the way we got a frmtmfr in the Caleutta market was hy raiding the market
from time to time when the demand np-country happened to he slack by
selling here at a distinetly low price. To get hold of the muarket we
raided the market and that is how we first managed to break the connection
of the Calentta market with the Continental and other European supphers.
The position now is substantially the reverse. We are the established facror
in the market and the other people play a minor part at the present time.
The occasion may very well arise at any time if they thought that they
could get our dealers away from us when they might offer 10,000 tons of
hars in the Calcutta market aund hreak our counections: We may lose that
guantity. A sudden cut in e.id.f. prices will be moye possible ® a result
of organisation on the Continent.

President.—What form would this rai®l assume?

Mr. Mather.—A sudden cut in prices.
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President. -~ Tf we have provision for off-setting duties would not that he
provided against?

. My, Mather.—1t is impossible to meet occasional raids of this kind.

President.- This is really tantamount to dumping. This is very sporadic
dumping,

Mr. Mather—Yes.

President. And the whole object of the scheme of off-seiting duties is
to provide against dumping of this sporadic character.

Mr. Mather —The more sporadic it is the less likely is it for off-setting
duties to be effeciive.

President.~-1f dumping does any harm to the Indian indestry it is when
it takes the form of sporadic dumping, and it iy in respect of that kind
of dumping that off-setting duties have any meaning.

Mr. Mather 1 subnit that this kind of raid on the market might be
over before Government had time to make up its mind to have an enguiry.
If they came and offered, say, 10,000 tons and pushed it in a fortmight at a
price cui of 5 or 10 per cent., the effect on the average price might be smull
but it might take more thau 10,000 tons out of our volume of business.

Iresident.—During the past six years when you are trying hard -to
capture the market and at least you are able to secure 72 per cent. of the
market, did c¢ver a Continental raid like this take place?

My, Malher.—No. But 1 do contend that as and when the cartel is
effective in the Suture it will be in o much better position to do it.

President. The only way iw which we can assume possibilities of this
kind is on the basis of past experience, 1fag there ever been a raid of that
kind?

Mr. Mather—There has not been a maid of a big nature but in small
quantities. Sometimes certain tounages have come into the market at very
low prices, say a couple of hundred tons.

President.- ‘Would Tata’s trade connections get upset by that?

Mr. Mather.—They do not get upset: what happens is that people who
regularly buy from Tatas see that their neighbours could buy these low
tonnages at a lower price and therefore they teel that they are not getting
the advantage that they should.

President —1s the object of the deferred rebate to meet competition from
the Continent or from the re-rolling mills?

M. Mather—This has been in force long before the re-rolling mills came
mto existence.

President,—Its extension is that due to the re-rolling mills?

Mr. Mather- No. T think we can establish that from the fact that
this rebate system first started jn the up-country areas hefore the re-rolling
mills were in existence. We started in the up.country areas, which are our
freight advautage areas, hecause it was a much better policy for us to get 100
per cent. of the demand there than 70 per cent. in Caleutta., We extended
from there to other areas, to less favourable areas on the hasis of the
oxperience in the up-country area so that it tended to hring in people
automaticully to make enquirvies to us.

President.—Competition with the re-rolling mills has been almost a neg-
ligible factor: the object of the rehate is to provide against specially low
prices over a short period from the Continent. May 1 take it that that -
iz the position?

Mr. Mather.—Yes.

DPresident.—It is in respect of possible raids from the Continent that the
rebate systgpm was introdnced.

Mr. Mather—When we firsy (_3oneeived the scheme they didw’t need a
special raid with the object of driving us. But as you will be aware from
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w study of these export prices, there are fluctuatious.  There are times when
the pricos come down irrespective of the fact that little material comes to
India. We want to be saleguarded against our customers suddenly stop-
pimg buying from us.  We might have to accommodate them on the price
and we want to be sure that they would still continue to buy from us,

Presidint—Let e bo quite clear. 1 gathered from you that it is in
rospect of the re-formation of the cartel that you antieipate the danger,

Mr. Mather.—3 think the possibility of this organised raid may be greater
i tho future than it has becen in the past.

President.—lt Is as a result of the re-formation of the curtel that this
dauger is apprehended *

Mr. Mather. Yes.

President.—As the result of the re-formation of the cartel, you are having
a higher Countinental pricer

My, Mather.—Yes,

President ~-One may be set off ngaimst the other?

Mr, Mather—Not necessarily. 1 subwmit that there arve different aspects.

President.—My point is this: suppose we give you fair selling prices
based—L don’t suy ontively to a large extent on prices prevailing hefore
the ve-formmtion of the cartel aren’t you provided with a reserve?

Mr, Mather—That might very well prove to be the case. We might be
provided with a reserve which might he adeguate so far as the price mainly
15 concoerned, hut we might Jose orders for quantity.

President.~ You won't lose yuantity unless you refuse 1o lower your
prices. What 1 suggest is if as a result of basing your protection on prices
hefore the re-formation of the cartel, you are provided with a reserve to the
extent that current prices ave bigher ‘than those prices, to that extent yon
are i a position to lower your prices accordingly.

My, Mather~-We might draw ou the reserve to that extent. Then our
difficulty would be, if ithis was a temporary raid, to get our prices put up
again ai the end of two or three weeks.

President.- =That is a risk te. which any business man is exposed.

Mr, Malher.~-Does it nob seem 1o you to be a matter of reasonable
prudence and one which can be justified commercially that we adopt a
method which avoids such fluctuations?

President., But at the same time it places an unnecessary hurden on
somehody. | waut to be quite sure that this additional burden is really
justified by the circumsiances or whether you ars not cxaggerating the
danger which may arise.

Mr, Dalal, - May T submit that cartel or no cartel this deferred rebate
system will have to remain in force for some considerable time, because
otherwise we will lose the connections which we have made up and to that
extent we may have to reduce our output. We huve found from experience
that as we have gone to the {reight disadvantage arcas such as Bombay
and Madras owing to the necessity of extending our sales, we have had to
introduce this deferred rebate system in Bombay and Madras which are the
two latest areas and the necessity was forced upon us simply hecause we
bad to sell a large proportion of our products in this freight disadvantage
area and that was irrespective of the cxistence of the cartel. The cartel
makes tho position worse, but the cartel is not the ouly thing on account of
which this rcbate system has heen introduced. Besides in regard to this
point which you just now made, does it not assume that the ecartel will
remain for all time during the period of protection and that the high price
level which it has introduced will also necessarily r®main?®

President.- I am assuming that the danger is connected with the
re-formremen of the cartel. If the cartel hreaks up, the danger is eliminated,
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M. Dalal—-The deferved rebate system does not entirely depend upon
the existence of the cartel. Tt is forced upon us because of the nevessity
of selling as large an outpui of onrs as possible. We are after-all a single
firm and wo cannot afford to hold back the stock for a 111911th or two,
whereas our competitors ave a uumber of firms and it is possible for them
to da so.

Mr. Mahindra— May 1 mention another point in this connection? This
form of deferred rebato is very well known, This sort of scheme has been
recently put up by the pig iron manufacturers in Fngland,

President.—Thut has nothing to do with the point L aw raising. L quite
understand thut the deferred rebate systom is quite a Tecognised systenl.
All that T am concerned with at present is whether in making provision tor
you in respect of deferred rebates, we are not giving yom an unnecessary
advantage over the importer in this country. That is all the point.

Mr. Myhindra. ~The other point T want to mention is this. T had a
long discussion with one of thie partners of Messrs. Richardson and Cruddas
and he told me that previous to our coming into the market for lavge sales
they used to get deferred rebates from the Contiment on their yearly pur-
chases.

President.—How long ago wus that?

My, Malindru.- -Aboul 4 or 5 years ago.

President —That is the only case you have heard of.

Mr. Mahindra., T happened to disenss this question and he meuntioned
_ ] 1
it to me.

President.—Now I comne to the question of freight disadvantage which is
in paragraph 90, There again T should like to compare your claims with
the actuals of 1932.33, You had better take statement 29 regarding freight
disadvantages on untested steell On struecturals your claim is 5 against an
actual of 4'2; on hars 5 against 517 on plates 5 against 35 and on black
sheets 5 against nil. .

Mr. Mather—Not against »il, but agaiust au unspecified amount,

President.—T have no comments to make in regard to tested steel. 1In
regard to untested steel, on Dbars in stautement 30 you claim 6 against an
actual of 5; on structurals you c¢laim 3 against 3:07; on plates 5 against
3-6; on black sheets you claim a disadvantage of 2 against an advantage
of 42 and on galvanised you claim a disadvantage of 5 against an advantage
of 1-H.

Mr. Mather., That is right.

President.—In respect of bars the reason why you have asked for an
extra rupee Is on account of prohahle competition from re-rolling mills.

My, Mather.—Yes.

President.—Aren’t you asking for the same thing twice over when you
want a freight disadvantage of 12 to be added to the duty on billets and
at the same time this extra disadvantage of one rupee on the same
ground ?

Mr. Mather.—No, because re-rolling mills are growing not even so much
as rerolling of billets as re-rolling of scrap. There are re-rolling mills
working on scrap in Lahore and Benares. Mr. Mahindra will be able to tell
you. These are working in our freight advantage areas,

President. ~-What areas are you having in mind?

Mr. Mahindra.—-United Provinces and the Punjab.

President. ~-What is the sort of estimate that vou have made of their
probable .ontput, supposing you take the output of last year?

Mr. Mahgndra.—About 1,500 tons per month.
President.—All rolling from serap?
Mr., Mahindra.---Yes.
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Mr. Mather—Are you thinking of 1932-33 figures?

President.- | want figures for the latest year.

Mr. Mahindra.: About 10,000 to 15,000 tons.

President.—The whole of that output is sections of the kind that you are
making

Mr. Mahindra.—Excepi one rolling mill which is rolling smaller than half
inch. .

President.—1t is a fairly considerable production.

My, Mather—That mill is rolling about 200 tons a month. That is their
capacity. Whether they are rolling that amount or not I do not know.

Fresident.—Msn't there room in the country for both companies?

Mr. Mather.—We are not suggesting that there is no room in the country,
but in so far as these mills supply bars which we have previously been supply-
ing in-ureas where the freight advantage was Rs. 25 or Rs. 30 a ton, a
very small additional supply from another source would aflect our average
freight disadvantage. "That is all we are contending. We are not asking
that anything should be done to make it more difficult. In actual fact 1t
raises their price by one rupee. We are not asking for this in uny sense
as a measire to hamper the re-rollers.

President. -Would it not help you to the extent of extra one rupce to sell
at a lower price in that area?

Mr. Mather.—Yes, but cqually it will make them to sell at a higher rate
above the price of imported material.

President. The more probable thing is that the initiative would he taken
by you.

Mr. Mather—The initiative of lowering the price has come from them
in every case. Whenever the re-rolling mills start they begin by cutling
down the price which we have established in the area.

President.—We will take this question again. T should like you to refer
to statements we have received from various re-rolling mills in this con-
nection, This is from Luxmi [ron ' and Steel Manufacturing Company,
Limited, Ghaziabad: ** Tn April 1933, a representative of Tata Tron and
Steel Manufacturing Company, Limited, had a tour round Northern India
and sold about 2,800 tons of squave and round bars at Rs. 90 per ton f.o.r.
Ghaziabad and Lahore to their agents totally disregarding his own production
costs and the railway freight of Rs. 17 per ton from their work to Ghaziabad
which means that the selling price Lo works was Rs. 73 7. Was that the
price at which it was being sold consistently?

Mr. Mahindra.—1It was sold at Rs. 90 a ton to the merchant houses who
put on their profit on that.

President. ‘The point I want to know is this: the parties, the sort of
morchants to whom you sold at Rs, 90 in April 1933, had you been selling
them previously at the same price or at a higher price?

Mr. Mahindra.. 'Phis is defective and high carbon material which we had
not sold before.

President.—Was it carbon material or defective material?

My, Mahindra.—Defective as well as carbon material.

Mr. Mather.--Primarily high carbon.

President.—What was the price of mild steel hars that vou sold in that
area?

Mr. Mahindra.—Ahout Rs. 135.

President.—And this difference of Rs. 45 was justified entirely on the
ground of the defective chavacter and the high carhor content?

Mr. Mahindra.—Yes. There was another justiffation too and that was
as we have different dealers who are hound to us for purchasing all their
roauiraments from us, T received a large number of complaints that if we
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did not supply something of this nature, they would go out and purchase
clsewhers,

President.—Practically what it~ amounted to was that you wanted to
prevent the dealers to go to the re-rolling mills,

Mr. Mahindra.— Yes.

President. - -Tror that purpose it was mnecessary to sell yonr high carbon
bars at as cheap a price as possible. If we gave you freight advantage,
you would be able Lo play at this game still better in the future because
you will he able to save to that extent your freight.

Mr. Mahindra—No. May 1 submit another aspect. The freight dis-
advantage which we asked for is more or less to withdraw certain materials
from the freight advantage arens and to pnt them in freight disadvantage
areas.

Presideni.—I don’t want to dispute your statement, but T have got to
judge these matters on the probability of the cases.

Mr. Mahindra.—Tu regard to the sale of the materials, may I point out
that it was restricted to 5 tons at a time. Lf we wanted to duwp or do
anything of the kind, we would have supplied very freely.

President.- No, ohviously not. Took at the Continental raid. That is
how you disorganise the market for a newcomer.

Mr. Mather.—Substantinl quantity for a short period.

President,—Tt comes to the same thing.

Mr. Mahindra —This quantity was supplied in 4 or 5 months time.

President.—TIn that connection may I also vead the rest of thix¥ ** More-
over Tota issued a circular in the fourth week of December, 1931, prohibiting
his dealers to purchase double headed rails from Railway anctions on pains
of forfeiture of the Tata dealers’ rehate which on representution of several
hig dealers was withdrawn in the third week of February, 1932, inteading
that no firm should purchase and sell the same to the rolling mills .

Mr. Mahindra. May T submit that there is nothing in the Tata dealers’
rohate agreement which provides that I can issne a notice of this kind to
prohibit buyivg double headed rails. There may be some nisunderstand-
ing,

President.—The statement Is entively incorrect, in the fourth week of
December prohibiting his dealers to purchase douhle headed rails?

Mr. Mahindrae.—I am certain we never issued a notification of this kind,
There may be a misunderstanding.

Mr. Dalal.—We can verify this statement.

President. They say: “ At Alambagh auction sale held in Tucknow in
March, 1932, the said firm received a letter signed by the Managing Agents
of Tatas to purchase all steel raily and carriage axles up to Rs. 70 per ton
f.o.r. Lucknow and the said firm did purchase the rails at that price. In
short the said agreement to export rails to Japan was determined for the
reasons that can be better narrated than written at this stage. This was
done with a view that the raw material cost for the rolling mills should be
abnormally high ”’,

Mr. Dalal.-——Perhaps Mr, Mahindra does not know all the details of the
case; because this was done before his time.

Pregident.—Ate vou in a position to give us some information?

Mr. Dalal.—Some idea was mooted by the then Sales Manager about cap-
turing the scrap market for ourselves, Tt was not a well-founded idea.
Some attempt was made for a month or two and an agreement was proposed
to be arrived at with a particular merchant, hut the whole thing was dropped
as ill gdvised and wrong,

Presiddnt -—Tt was nat versisted in?
Mr. Dalal.—No.
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President.—In a circular issued on the 23rd Fcebruary, 1933, Tatas have
cloarly forbidden their dealers to purchase materials manufactured by other
rolling mills, failing which the Tata dealers’ rchate agreement would be
vonsidered as cancelled.

My, Mahindra.---This is an cssential patt of the Tata dealers’ agreement
that if they want to purchase from anywhere else, they have got to purchase
it with the permission of the Company.

President.—That 1 understand.

Mr. Dalal.. May T say that'this sale was not done at any loss to us at all,
In fact we made a good profit on the sale of these high carbon materials
which would otherwise have had to be melied. We have worked out a state-
ment liere which shows that even at the price st which we sold these materials
we realised a profit of Rs. 32:36.

President. - Could you put in that statcment?

Mr, Dalal.—Yes. This was done at the request of several merchants and
dealers in that arca, some of whom made the request personally to me.

President,—1 shonld Jike just by way of illustration to draw your atten-
tion to another statement made by Mukand Rolling Mills, They have sent
us a copy of the circular issued by you in which you offer these high carbon
rounds and squares and on which vou say you have made a profit,

Mr. Dalol.—Yes,

President.- -One  point  in  that cireular is this. You say “ These
materials are sold to our dealers to enable themnr to sell in competition with
Mukand’s materials and a list of the stations to which these materials would
be sold is attached herewith ', that is to say, it was obviously a matter of
warfare.

Mr. Dalal.—1 don’t know whether it was a matter of warfare, but it was
certainly dono to keep our dealers going; otherwise they would have broken
away from the Tata dealers’ agreement and gone over to them.

President.- But for the question ol competition which arese in connec-
tion with Mukand Steel Rolling Mills, you would have sold these materials
at better prices and made better profit.

Mr. Dalal.—Probably.

President.—So ihat the price of Rs. 90 was fixed, I don’t say entirely
but to 2 considerable extent, in view of the competition from Mukand Steel
Rolling Mills?

My, Dalal. 1 don’t deny that wa could have sold those materials at a
better price but for this competition.

President.—-I drew your attention to this statement in connection with the
additional freight disadvautage on bars. T suggest one effect of that would
be that the initiative in the reduction of price might he taken by Messes.
Tatna’s,

Mr. Mather—-Whether one rupee in price would make any difference te
our taking the initintive or not, this should alse be borne in niind that in
so far as it would ruise the price that we would get at the ports and in
areas where we are not in direct competition with re-rolling mills, it would
give us an equal inducement to sell in other arcas as well as there.

President.—Tn vegard to structurals where you ask for a disadvantage of
3 against an actual of 07 and on plates 5, in both these cases it 1§ on
account of the estimated increase in entput?

Me. Mather-—Yes.

President, —In regard to sheets also it is based on the estimated inerense
9f output?

Mr. Mather.-—Yes.

President. - How exuctly do you calculata the increase next year?
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Mr. Mather.—Very largely by calculating the freight disadvantage under
which we have to work in selling a given percentage of the demand.

President.—) have no means of judging whether the increase in output
justifies any increase in freight disadvantages, 1 have got to take it on your
authority and I have no means of testing it. The only test L can apply is
this. 1 take your estimated output of these produets, compare it with the
actual output of 193233 and see by how much the output has increased. [t
is a very unsatisfactory way of testing it. Tf T simply go on the proportion
by which the output i1s going ito be increased, 1 suggest that on the whole
the increases vou have suggesied are too high?

Mr. Mather.—If regard was only paid to that, that might well be the
inference but what happens is after we have sold the whole of the output
which can be absorbed in freight advantage areas we have to go to freight
disadvantage arcas.  We will concenlrate, as we did for mang years, in selling
where the freight advantage is more or where the freight disadvantage is
small. We have now reached a stage in which in order to sell larger quanti-
tios of sections we have to go further afield,  For instance, the excess pro-
duction will mainly have to go to Bombay and Madras and perhaps to
Karachi and Rangoon. Our freight disadvantage in Bombay and Madras is
RBs. 15-12. The freight disadvantage in Katachi and Rangoon is still higher.
A small addition io the quantity which we sell in such very big freight dis-
advantage areas as that very rapidly increases the average nett freight
disadvantage for the whole.

Mr. Wiles.—When you use the term average nett freight disadvantage,
what do you mean? k

Mr. Mather, That we have set off the freight advantages against freight
disadvantages, § wunt to make it clewr that we have iuken the freight
advantages also into account. For instance, we sell 30,000 tons in such and
snch an area where there is frcight advantage and another 40,000 tons in
such aud such freight disadvantage area, We calculate and then say that on
the whole 70,000 fons the average nett freight disadvantage is so much.

Mr, Wiles—Can T take it that in caleulating your gross freight disad-
vantage, that is to say, the amount which you propose to add to your fair
selling price, vou have deduciced the entire freighi advantage which you get?

My, Mather.—We have.
Mr. Wiles. -1t is only the balance whicl you have added to the price?

Mr. Mather. In selting these figures before you both as lo the actual
results last vear and the estimated results of the future, account has bheen
taken of the freight advantage as well as the freight disadvantage.

President—That is to suy. you (ake the advantage that you get in the
advantage areas and take the disadvantage in disadvantage areas, sel one
against another and arrive at the nett figure?

Mr. Malher. -That is right. Assuming that the demand is constant, if
we have Lo pul more maderials on the market, we must necessarily go into
areas where the freight disadvantage is very heavy.

President.—Weo arve in a very difficult position. You take a commodity
like gnlvanized sheet which s consumed on a very large seale. You are
asking us to increase the duty by Re. 6 on this account.

Mr. Mather.—I submit in connection with aalvanized sheets that we are
estimating here to sell on the future programme 75 to S0 per cent. of the
Tndinn demand.  According to our figures for last vear, wherever we sold
about 80 per cent. we had a freight disadvantage of ahont Rs. 50 T see
nothing in the circumstances to justify any expectation that we can sell 80
per cent, of the sheets demand at a lower freight disadvantage than that,

President.—What about strueturals?

Mr, J{ntlwr,——\Vo stand in the same position.  There we might not reach
quite so high a percermtage.
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President.—As regards bars you are going to sell 6,000 tons less than you
did in 1932-33.

My, Mather.—Yes,

President.—Why not make a small reduction on that account?

Mr. Mather.—Because the outpul of bars from scrap hy re-rolling nills
in our good areas is increasing. 1f those mills were to be in Southern lndia
and Karachi, we shonld not have introduced this proposal.

President.—Set one off ngaipst the other.

Mr. Mather.—1 don’t think that it would be sufficient.

President ~-Tt is very difficult for us to test unless we go into the whoale
yuestion of freight. We have to take it at your word.

My, Dalad —~We can supply vou with all the information you requive. We
are quite prepared to satisfy you. Essentially it is a very difficult and com-
plicated matter to estimate the freight disadvantage taking statiou to station
and year to year.

Mr., Mather.—It is admittedly an estimate. We cannot say positively
in advance. We have giveu the freight advantage and freight disadvantage
to every station in India, But going on our general experience of last year
where we have analysed the results quite closely and laid the figures hefore
you, we do expect that the disadvantages will work out in this manner and
I think the general argument that | have put before you in counection with
galvanized sheets is a sound one.

President.~ -What is the total demand in the arcas round about here,
taking Bengal, Bikar and Orissa, United  Provinces and the Punjab, for
walvanized sheets?

Mr. Mather., “There again we ave not in a good position to state what
the total demand is. We kuow where we are selling. Up to the present
our sales have been less than hall of the demand.

President —We can get figures from the Trade Roturns, Take 1931.32
ficures and apply it to 1932-33,

Mr. Mather.—Bengal 32,600 tons, Bombay 30,900 tons, Karachi 6,200
tons, Rangoon 6,900 tons, Madras 7,400 tons, total 84,000 tons,

President —That is for what year?

Mr. Mather.—For 1931-32. That does not include the ijmports into
Kathiawar which are now growing,

DPresident —-You sold 20,000 tons in that year?

Mr. Mather.—Approximately 20,000 tons. As far as the total demand
of Tndia is concerned, it has remained constant. Tt is practically the same in
1932-33. The rate for the first hall of the current year is also practically
the same.

President,—So that the main market outside Bengal is Bombay?

Mr. Malher.—Yes.

President.—If you want to increase your output from {47,000 to 90,000
tons, vou have to find your market wnccessarily in Bombay?

Mr. Dalal.—Even for the recent increase we have had to go to Bombay.
Mr. Mather.—The imports are coming mainly intoe Bomhay.

President.—1 come to this question of the unaccounted for adjustments in
paragraph 91. You explain at some length in paragraph 91 whal the reasons
are for this adjustment but vou make a statement in it somewhere about
the burden. The main reason for the general application is to keep the
freight expenditure to the minimum. The Company must sell in full waggon
loads; most buyers, particularly of untested sleel, would prefer delivery in
small Tots and must be offered a price inducement, That is the main reason
of general application. 1s that right?

Mr. Mother.—Yes.
‘Mr., Mahindra.— That is the main reason
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President.—You cover a great part of your freight disadvantage by your
ability to ship wagon loads and in order to retain that advantage you have
to offer inducements to dealers who purchase from you to take in larger
quantities from you and therefore you offer an extra price inducement ?

Mr. Mahindra.—Yes.

President.—Is it possible for you to say what part of this claim_ is
represented by this factor?

Mr. Mahindra—I could give you a statement giving you the tonuage
where we have reduced the price with the object of getting full wagon
loads.

President.—I should like to get some idea of the sort of reductions you
have made in a particular period and the quantities for which such reduc-
tions have been made.

Mr. Mather.—The position is this, The British prices for tested material
are generally for small orders for small tonnages. 1 have here a statement
given by engineering firms that there is a standard price for associated
firms up to a tonnage of 250 tons; as soon as it is ahove 250 tous they all
make their own prices, There are certain firms who are outside the British
Steel Exporters’ Association and they can quote any price according to the
tonnage offored to them.

President.— And these ave the people who are disorganising the market?

Mr. Mather. —Yes, as well as the fact that whenever there is a big order
for more than 250 tons in one job, the members of the Association are open
to quote any price they like.

President.—And the result of that is acule competition out here?

Mr, Mather.—That is true.

President.—In order to meel that acute competition fabricated steel
makers want correspondingly low price from sou?

Mr. Mather—That is the position.  They come to us and place the facts
before us according to the latest information and tell us that this is the
only price which will get them the order and in most cases it has been
proved that our prices given to them have given results in prices for Indian
fabricated work very mear the prices quoted by the British manufacturers
for the same job. Orders huve been awarded with a very small margin to
the fabricators.

President .—Do you consider that as one of the most important factors in
this? N

Mr. Mather.—Tn the tested materials it is one of the very important
factors.

President.—Fabricated steel makers require structurals and plates
mainly?

Mr, Mather.—Yes.

President.—What is the sort of proportion that you take for ordinary
hridgework?

Mr. Mather —1;3 plates and 273 sections and, say, 10 per cent. of hars,

President.—-Shall we say 60 structurals, 30 plates and 10 per cent. bars?

Mr, Mather —That would be roughly right.

President.—Apparently the total demand for fabricated steel last vear
was approximately about 50,000 tons so that the reductions that you have
incurred in respect of these materials is limited to 50.000 tons®

Mr. Mather.—Yes,

President.—TIt is only a part of this order in respect of which reductions
have occurred?

Mr. Mather.—Our total quantity of tested steel of this kind sold last year
was only 32.0§0 tons, Nearlv all that we sold in that way. A large propor-
tion of it is sold against specifie requirements of the particular structure.

STEEL IXDUSTRY K
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President.~-It is only to a part of the 32,000 tons that it applies?

Myr. Mather.—A great bulk of the 32,000 tons. The total quantity of
steel fabricated in India is nothing like 50,000 tons; it means that they
must liave used some other material. Tt is possible that in certain cases
firms carn use small quantities of untested material such as roofing sheets they
may require for buildings I do not know if they are included in the tonnage
figures,

President.—What are the other factors?

Mr. Mahindra.—Onc othbr factor which affects the realisation for the
tested material is the price of wagon material supplied for wagon building.
The price quoted to the wagon building indusiry is always below the basic
price.

President  Matervials that you sold for wagons are included in this
32,000 tons?

Mr. Mahindra.—Yes. Another very important factor is that when we
supply tosted material to the railways we have to give them a price based
on railway material rate which will work out thiz way. If 1 have an order
for material to be booked to Lahore I have to supply the material at a
c.i.f. price plus the duty, plus freight from Karachi to.Lahore at railway
material rate while T have to pay freight from Tatanagar to Lahoro. Lahore
is generally a freight advantage area but it becomes a freight disadvantage
area in case of supplies to the railwayvs. That factor has heen taken into the
calculation,

President, --The freight advantage in. that area arises because you get
cortain concession rates and these concession rates are set ofl  against
ordinary rates which are paid by materials coming {rom Karachi, but if both
of you are put on the hasis of railivay material rates you are at a disad-
vantage ?

Mr. Mahindra.—-Yes. Thera is another important factor which affects
realisations and that is in regard to materials sold through agents. We
appoint our selling agents for tested material; we have to sell to them at a
reduction of about Rs. 10 in order to enable them to stock the material and
to sell against small orders which are received from time to time from the -
various customers,

President.—In what quantitics do these people deal?

Mr. Mahindra.—They have not been buying in big quantities recently:
about 1,000 tons is booked by each firmn in Calcutta at a time.

President.- -What you are trying to dois to enable them to stock at your
oxpense?

Mr. Mahindra. -Yes, otherwise we would have to do it ourselves.

President.~ Suppose they bought imported material?

Mr. Mahindra~ -They get a reduction in the price of imported material
from the c.i.f. price on which we are basing our calculations. T have tho
evidence from ane of the biggest enginecering firms on this subject.

President.— Have you got it in writing?

Mr. Mahindra.- -The difficulty is this. There are certain Association firms
in England who give secret rehates; ihe mon-association firms give open
rebates. 1 can give you tho evidence of firms who receive apen rebates but
it is very difficult to give evidence of firms who get secrct rehates.

President.—If you take the Calentta firms it will be about 4,000 ions a
year?

Mr. Mahindra. Tt was 7,000 tons during 1932-33.

President.-- The total figure of steel supplied to dealers on those terms
is ahout 7,000 tons a year?

Mr. Mahindra.--Yes. .

President.—On which you guote Rs. 10 less

My, Mahindra. =Yes? in ovder to covg' their expenses for stocking,
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President.—What else?

My, Mahindra. -There ix another very important factor which comes in
the caleulations for mett realisation and that is the assistunce given by us tu
certain industries who use tested material for the purpose of takmg up
a new industry or helping them where there is competition from abroad,

President., Whom are you thiuking of?

Mr. Mahindra.. One of the important concessions given by us last year
was to the Hume Pipe Company;: we gave them 500 tons of plates for
manufacturing pipes al a concession rate; those were very special conces-
sions.

President —Why ?

My, Mahindra. As the price against which they had to compete was
very low.

Mr, Mather, -Aud they having to compete not only against steel pipes
but with cement aud cast irou pipes.

President.—That happens ouly in connection with the Hume Pipe Com-
pany ?

Mr. Mahindra.~ Yes. Tn addition to this we have given coucession for
the manufacture of pressed steel tanks,

President.- Ts there very much demand for pressed steel tanks? Iave
you any idea of the steel you supplied last year for pressed steel tanks? Is
it the only firm which makes pressed steel tanks?

Mr. Malindra, Nol necessarily. Messts. Jessop and  Company  have
taken advantage of these coneessions and.they have started a department
for manufacturing these pressed steel tanks and they have captured most
of the markets which were sapplied hy importers.

President.—Tt all awounts to this, that practically in respect of every
kind of steel products made out of rolled steel in which there is severe
competition from abroad, in respect of these classes of articles there is a
corresponding fall in the price of rolled steel supplied by you. In the case
of fabricated steel the price you quote for pressed steel tanks is even lower.

Mr. Mahindra, - Because the duty on f{abricated steel tn those classes is
lower and they can import in competition auainst fabricaled steel at a lower
price.

President.~-That is the point, that if the difference between the Tndian
cost and the import price is greater in the case of one form of fabricated
stoel than in another then in that!case youn guote a correspondingly lower
price for steel so thut theve is a direet relation between fabricated steel
prices and rolled steel prices.

Mr, Mahindra. -Yes.
President,- “What other industry?
Mr. Mahindra.-—There is the case of dogspikes for which Messrs. Tlenry

Willinms were supplied material at Rs, 90 against Rs. 122 per ton which
enabled them to get the order and manufacture it in the country.

President.-—~What was the quantity involved there?

Mr. Mahindra. -600 tons.

President.—Ts. it possible to make some estimate for some particular
year, 1932-33 if possible, T don’t say of all classes, becanse it appears to
me to be one of the most important factors?

Mr. Mahindra—May T submit that the statistics as T have got them
now for the purpose of preparing returus are such that it will make it very
dificult for me to cob the information unless T go through cach order, get
the tonnage oub and see whal concessions we lave given. Theve is another
very important factor: if there is nan ovder or an enquiry from Southern
India and 1 have to supply steel to a Calentta firm far supply to Southern
India [ have got to give a price which takes into account the freight dis-
advantage hecause the tabricating Lrms or importers céan import material

g2
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ot a low price. Therefore all the freight disadvantage is taken in the price
which I give to the Calcutta firm. This is not reflected in the freight advan-
tage and disadvantage statement which we have submitted to you.

President.—Practically you supply the rolled steel to the Caleutta
engineering firm at the Madras c.i.f. price?

Mr, Mahindra.—That is the position.

Mr. Mather.—On this question of sugar machinery and so on if these
are to bhe manufactured out of our stecl we must make a corresponding
reduction in the price of the steel bearing the whole of the protective duty.

President . —All these things that you mention are covered by the 32,000
tons. We know that figure; what we do not know is the extent of the
reduction. 32,000 tons of tested steel was sold for use in various kinds of
fabricated steel; on that or on the greater part of it you have got to make
special reductions; approximately what sort of reduction did you make on
it?

Mr, Mather.—~That is very difficult to say because certain reductions have
been on a very big scale, and some on a smaller scalo; some reductions have
been covered up by the few extras which we get.

President.—If you offered a reduction of Rs. 15 per ton on ahout 30,000
tons of tested steel it would have worked out on the vutput of 1932-33 to
a roduction of one rupee per ton of finished steel.

My, Mather.—The unalysis which we have given you shows that the gap
is not as big as that. In statement 29 we show that the gap for structural
sections on the average is Rs. 7-6, for bars Rs. 41 and for plates Rs. 6 per
ton. The average according to the quantity sold would be approximately a
little over Rs. 6 per ton on the 32,000 tons.

President.- That will give you some rough idea.

Mr. Mather.—Yes.

Mr. Natesan.-—What does it come to per ton?

Mr. Mather.--About Rs. 6 over all,

President,—1s it possiblo to arrive at an illustrative figure of that kind
for the reductions thal you make for the purpose of inducing people to take
large lots without putting yourself to undue trouble?

Mr. Mather ~We are thinking of tested steel. I don’t think that parti-
cular question of reduction of prices metely to persuade a buyer to take a
large lot of tested steel at one time hardly arises.

President.—My point is this: T am trying to form as clear an impres-
sion as possible of the most important causes which account for this
unexplained lag. If you take the special prices which you have got to
quote in vespect of tested steel used by the various engineering firms, that
nmight account for somewhere about 8 annas out of the average of Rs. 6 or
Rs. 7 that you are suggesting. Do you see my point?

Mr. Mather—We are thinking of tested steel only.

President.—If the average of tested steel in 1932-33 is somewhere about
Rs. 6, then to the extent of 8 annas it is accounted for by the special
reductions that you make on tested steel supplied to engincering firms.

My, Mather—8 annas on all steel?

President.—Yes. That is the sort of line on which I want to form an
impression as to how this lag is explained. Can you give us any kind of
ficures which would illustrate the extent to which the practice of offering

inducement to dealers to take large lots accounts for the average lag in the
vear 1932-33°?

Mr. Mahindra.—That would apply only to 7,000 tons vwhich is taken by
the engineering firms who stock our materials and sell them.

President.-~T am not on that point. T am thinking of the special reduc-
tions that vou give to dealers in order to induce them to buy from ren
large lots so as to facilitate shipment ix wagon loads,
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Mr. Mather—That is ou untested materials ¥

President.—Yes.

Mr. Mather—We will see what we can do. We may he able to get
figures which will illustrate that point.

President.—You would also get me the reductions on that?

Mr. Mather. -Yes.

President.—We are in a very difficult positioh on this question, because
if we are going to make provision in the fair selling price to cover this
unexplained lag, we cannot consistently with our respousibility make a
proposal for adding so considerable a figure to the fair selling price without
giving ub any rate a fairly clear indication of the sort of reasgns that we
have taken into account particularly in view of the fact that In 1924 and
1926 no provision was made for this. The idea thuat occurs to me as a result
of the general talk that we have had now is that if you could by means of
illustrative figures give us an idea of the directions in which these special
kinds of reductions have led to this lag, it would be useful. You can’t
make a precise estimate of that?

Mr, Mather.-—No.

President—But if you can make an attempt to give us some figures
which would at any rate illustrate the position, it would be useful.

Mr. Mahindra.—We will send you a statement.

President.—1 should like to go on to discuss Chapter 1X and deal with
your protective propusals. On a compurison of the fair selling price and
the import price, no duties arc-required on-rails and fishplates.

Mr. Mather.—Yes.

President.—But your proposal is that a duty at the rate of the average
revenue duty before the Otitawa agreement should be imposed during the
protective period,

M7, Mather.—Yes, and should be iucluded in the protective schedule.

 Dresident.—The reason why you want the rails and fishplates to be
included in the protective schedule is from the point of view of off-setting
duties,

Myr. Mather.—In case some emergency should arise. We don’t want to he

debarred on the ground that it has not been included in the protective
schedule,

President.~~That 1 understand.  Why is it necessary to have more than
a nominal duty?

Mr. Mather.—Our conteniion is thait we should not be expected to sell
rails to the railways at less than the price at which they could buy rails
in the ordinary course subject Lo the ordinary revenuc duty. We feel thut
we are entirely justified in adopting that attitude because it is reasonable
in itself, if no question of protection arose. We should not be expected to
soll at appreciably below the nominal import price, hecause to the extent
to which that would give us a larger surplus revenue thun would be
required on the ascertainment of a fair selling price, we should be prepared
to see the Board utilise that surplus revenue for the reduction of the other
duties, leaving our total surplus revenue at whatever the Board considers
necessary.

President.—T will take your first point. You base your proposal on the
principle that you must he in a position to sell your rails at ordinary
market prices?

Mr. Mather.—Yes.

President.—Ordinary market price in the sonse of price as determined
by import price plus the revenue duty?

Mr. Mather.—Yes.
President.—Revenue duties are what Government fix from year to year?
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Me, Mather—Yes.

[resident —There is no pariicular sanctity about 15 5/8 per cont.

M. Mather—>No.

Irresident. - Suppose on a consideration of afl the factors Government
decide to fix the revemue duty on rails at 5 per cent., you have o
complaint? .

Mr. Mather~—No. Buirewe should hardly think it sound that Govern-
ment should fis a lower revenue duty on rails, for example, than ou other
products like machinery which bears 10 per cent.

President.~ Do Government get any revenue out of the duiy?

My, Magher—No.

President. -Therefore the level of duty is of no importance whbatever.
The duty of 10 per cent. on machinery brings more money to Governmnent
than 2} per cent, or 5 per cent. The duty on rails whether it is & per
cent. or 2} per cent. does not make any difference in the earnings of Govern-
ment. Why do you ask Government, on a product on which they are not
going to get any revenue at all, why do you usk Government in the first
instance to fix a fairly high vevenme duty and in the second place to fix
the duly at this ecmergency level which was introduced for very speeial
purposes®  What is the point of the revenue duty? | oean understand your
ssking for a revenue dnty if il was necessary thai a certain amount of
protection should be derived from the reveuue duty, but that is clearly
untiecessaty iu this case. Therefore neither from your point of view uor
from the point of view of the Government is thers a slightest case?  You
may have a nominal duty but anything beyond that is clearly unnecessary.

Mr, Mather A change in the revenue duty would alter our receipts
from rails and it would correspondingly alter the price at which Government
would reccive rails. 1 does not seem 1o us that Government could reason-
ably contend—or in fact Governnieat world be Tikely to contend--that it
should so arrange the revenne duties that a particular avticle ‘n which it
is interested should be available to Government at a lower price on the
basis of o lower revenue duty than other articles to whicll revenue duties
apply which are required by the gencral public.

President —Leave out the question of Governuent. As far as yon are
concerned, does it make the slightest difference?

My, Muther.—Yes.

President —What you get on yeur revenue duty yvou are golux to hand
over,

Mr. Mather. -May 1 pui another aspect of the malter? We are anxious
the duties on other forms of steel reduced to the extent to which

to see
atible with the main principles on which we should be protected

it is comp
as a whole.

President —That is from the point of view of the producer or the
consumer ?

Mr. Mather. - Both, becanse we feel whatever the duty is—whether it is
15 per cent. or 4 per eent.--it will have no appreciable effect on ihe
demand. Tf the money resulting from that can Le utilised lo reduce pro-
tection on other kinds of steel, it way reduce the price to the cousumer of
other kinds of steel sufficiently to be able to affect the demand and help to
inerease the volume of steel required by Tndia.

President ——Let me see the reductions that you propose as a resull of the
surplus; that is simply an illustration,

- Mr. Mather.—That is purely an illustrdtion.
President.—Tt is in paragraphs 105 and 106.
Mr. Mather.~There would be a reduction of Rs. 10 on structural sections
and Rs. 10 on bars.
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President,—ls it so very certain that if the price of rails were reduced
fromy Rs. 110, which is more or Jess the present figwe to Rs. 94, the demnand
for rails on the part of the railways would not go up?

My, Mather.—1 don’t say that it is certain thatv it will not go up but
it seems to me less probable that that would have any effect on the demand
than the corresponding change in the prices of these other articles. 1 may
be wrong. Tt can only bhe a matter of opinion,

President.—1i there is any choice, it Is net by any means a conclusive
one. It admits of a loL of argument whether it is better from your
own point of view or f{rom the point of view of increasing the output
to reduce the price of rails or the price of structurals and bars. {t is not
u question ou which you can come to a ciear cut answer, because it admits
of argument.

Mr. Mather—-1 vealise that it admits of argument and that it is not a
case which can be established without the possibility of further discussion,
but our impression definitely is that the market for such things as struc-
turals and bars, particularly of ordinary bazar quality, might be appreci-
ably susceptible to such a price difference as this. Then a turther consider-
ation arises that it would seemn to us that protection having been effective
to the extent of making it possible for us to supply rails at the price at
which the buyers of rails would get them without any special protective
duty subject to a revenue duty, so long as further protection 1is required
on other articles, it would he reasonable for the users of these articles to
claim that they should be given any further benefit which might have
arisen,

President.—That is from the consumer's point of view?

My, Mather.— Yos.

President.—Let us look at it from. the point of view of the manu-
facturer, from the poiut of view of the effectiveness of protection. Sup-
posing as a result of enquiries made by the Railway Boeard or a similar
competent anthority we formed the impression that there was a reasonable
likelihood of the demand for rails in this country going up in the next
seven years if the price of rails were reduced from Rs. 110 to somewhere
about Rs. 90 or Rs. 95; supposing. we formed that impression clearly,
placing yourself in our position for the time being, don’t you think we
should be justified in suggesting. that there should be wno duty on rails?

Mr. Mather—Yes, if that impression is undoubted. May I point out
another consideration which enters into this? New rails are manly used
for new construction., The cost of ‘rails  in proportion to the cost of
construction of the new line is norwally about one-fourth of the total.
Therefore a reduction in the price of rails from Rs. 110 to Rs. 94 is not
going to be very much of a reduction in the total censtruction cost.

President.-—10 per cent. on structurals would make such a big difference
to bridgework,

My, Mather—We are not suggesting that this should be applied to
structurals used for bridgework but that it shonld be applied to other
forms of protected steel which bear a high protective duty,

Presiderit.—-Are you quite certain that if you tuke an ordinars huilding
of moderate dimensions in which bazar structurals are used it would make
a perceptible diffcrence to the cost of that building?

Mr. Dalal.-—Not to the cost of the building as a whole. Tt might make
a percéptible difference to the man who would be induced to use a steel
heam instead of a wooden one. It would make very little difference to the
cost of the building as a whole but it might make a good deal of difference
when hq came to decide whether he would use steel or wood. He has an
alternative smaterial.

President.-~—What Is the pricg of a structural section without the reduo-
tion P
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My, Mather.—Without the reduction Rs. 108; with the reduction Rs. 98.

President.—That would be 9 per cent.¥

Mr, Mather.—Yes.

President —If you made a reduction of 9 per cemt., that would help,
you think, to cover the margin betwcen, say, the price of timber and the
price of steel?

My, Mather.—1t might mpke the difference very well in certain cases,

President.—A difference of 9 per cent, on the price of steelr

Mr. Mather, Yes.

President.—Ju the case of bars?

My, Mathgr.—Similarly.

President.~~What kind of materials would bars compete with?

Mr. Mather.—They don’t compete very much with other materials.
Wooden window bars are not used conmmonly in India.  All T am suggesting
is that the effect of a reduction in price on ordinaty bazar sections and bars
would be very likely to have a direct effect on the volume of demand--at
any rate much more than a similar reductiou in the price of rails, From
my talks with the Railway Board | understand that the price of rails is
only one-fourth of the total cost of construetion of a new line.

President.— In the case of a new perwanent way?

Mr. Mather—There are of coumse special cases wheve the renewal of
existing track is done with new rajls.  That is not the common way in which
new rails arve laid.

President.—That is a point ow which we would like to make enguiries.

Mr., Mather.—Yes.

President.—Suppose ns a result of enquiries on that point we were satis-
fied that it might mean a considerable increase in demand?

My, AMather.—The position, as Mr. Dalal points out, would be this,
If it led to a substantial increase in the orders for rails we should then
be turning out more materials on which we have less protection.

President.—Supposing you made more than 80,000 tons of rails?

Mr. Mather.—You mean if this artificial reduction in price stimulated
the demand?

Prexident,.—1 don’t think there i any point in that. The point is this.
The whole question is about the surplus over the works costs which matters.
"The surplus over works cost in rails is Rs. 38 and in structurals and bhars
Rs. 37. There is very littie to choose.

Mr. Dalal.—The proposals that we were making were that the railways
should pay a commereial price for theiv rails. The duty suggested may be
susceptible of a little variation hut we thought that the duty would be the
general level of revenue duty. With the addition of that, what we thought
was that the Railway Board should get a commercial price for their rails.
Admittedly if they were paying a price for the rails which was merely
equivalent to our fair selling price, it would be very much below the fair
commercial price. We had some discussion on that subject some time ago
with the Railway Board in negotiating the extension of the present contract
for one year, and when we made the point I think it was admitted by the
Railway Board that what they wanted was a fair commercial price for rails.
We submit therefore that it would be quite fair and just if the Railways
got what wus the fair commercial price for their rails and any benefit
which might accrue from our being able to manufacture rails at less than
the fair commercial cost, should go to reduce the duty on other articles.
This is the principle which has been admitted. »

President.—That price would bo affceted by the rate at which you fix the
revenue duty?

Mr. Dalal.—Certainly.
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President.—TIf the revenue duty were fixed at 5 per cent. the fair com-
mercial price is reduced correspondingly?

Mr. Dalal.—1 submit that would not then be the fair commercial price;
knowing that we were in existenco the duty would be artificially reduced to
a lower limit than would otherwise be for stores that Government would be
purchasing.

President.—Supposing you were ensured a price which covers works costs
and you get a reasonable return on capital in *addition to all these takings®

M#. Dulal.—1f on this particular matter, at a fair commercial price we
stand to gain something over our fair selling price why, 1 submit, should
that not be taken into conmsideration in the reduction of the duty on other
materials which indirectly help to increase our output and mag also directly
help the consumer?

President. —Supposing on a consideration of that point we came to the
conclusion that from the point of view of the increase in output at any
rate it makes no difference whether it is rails, structurals, or bars which
get the benelit and we fix it on rails, how does 1t affect you? May |
make my difficulty clear? Supposing © accept the principle of the fair com-
mercial price, what you get 1n the form of fair commercial price on rails
you don’t retain it on your own proposals?

Mr. Dalal. --X0.

Presideat—You survender that part of the fair commercial price in the
expectation that articles in respect of which the duty is increased those
articles would increase in output and help you. Suppose on examination
we find that you would be equally helped by the increuse in the output
of rails it scems to me that as-far as you are concerned the position is
quite fair,

Mr, Dalal.—I1t is rather problematical whether the output of rails would
necessarily bo raised on this account; whether the Railway Board or the
railways in Indiw being under the mecessity of renewing their rolling stock
would not in any case have to purchase rails at this price. Another point
for consideration is this. The Legislature when it discusses the provision
regarding the dulies is perhaps not likely to study the whole thing in all
its details. It may not realise that on rails we surrender a certain part of
our revenues and 1t will only look at the duties on bazar articles such as bars
and structurals on which the duty would to that extent be increased, and
unfortunately if the revised freights are going to stand there will be a still
further increase and all that would create difficulties with regard to passage
of the measure by the Legislature.

President. These political considerations we will leave to politicians, LY
Government considered that our proposals are defective from a political
point of view they will alter our proposals accordingly. As far as 1 am
concerned the question is purely ane of relative ecomomic benefits of the
proposals.

" Mr. Dalul.—TFEven apart from the duty if you look at the TRMA prices
that we have given, do you think that a figure of Rs. 94 is a fair com-
mercial price?

President.—The price at present quoted for the Tndian market is a price
yuoted by British mannfacturers to some extent to have a monopoly of the
Indian market.

Mr, Dalal.—Tf you take the general gold prices they are very much
higher, Rs. 147, and Rs. 180 is the lowest British price.

President.—Rs. 130 at the port which would be about Rs. 125.
Mr. Dalal.—I1t will hbe Rs. 123.

President TRs. 123 would be your price; you are prepared to go down
to Rs. 110.

Mr. Dalal.—We have not said that.
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Mr. Mather. - We have put in the figure of Rs. 110 simply and solely
for the purpose of making it clear. We do not propose to retain whatever
excess we may get there and that Rs. 110 is the existing definite price which
we know of at the present moment. We do not know what would be the
revenue duty that you would take into account in accordance with the
proposuls put forward.

President.—We bave no information; Government have not told us auny-
thing about their position or their idea of fixing the price of rails at a fair
commercial level,

Mr. Mather—1 don’t know whether 1 was right in mentioning this since
the Govermment themselves have accepted the principle but that is exactly
what happens. If 15% per cent. is deducted the prico at Indian port is
Rs. 109; less Rs. 7. Lt comes to Rs. 1027 it no duty is taken into
account at all,

President. —Against your fair selling price of Rs. 942

Mr. Mather—Yes.

President —If Government decided to levy no revenue duty on rails a fair
commercial price f,o.r. Tatanagar would be Rs. 1037

Mr. Mather.—Yes.

President.-—And your contention is that apart from any guestion of
rovenue duties at least the import price must be maintained?

M. Mather—Qur contention is that general level of revenue duties should
be maintained.

President.—You don’t think that it is worth while from the point of view
of justifving the protection which the TIndian steel industry has received
and the extent to which it has made use of it to be able to show that in
respect of the most important elusses of steel product they have been able
to bring down prices to some extent in the course of ten years? Supposing
it was possible for the Tariff Board to show that as a result of ten years
protection and the progress made in the industry under the schewme of
protection, it was possible for the Tata Irop and Steel Company to offer the
wsers of rails in this comntry rails at Rs. 94 o price unheard of in any
part of the world, that will he an achievement for the steel industry. It
is a matter of great importance: | should be able to put the case for
protection with a cleaner conseience if L could show that in respect of a
matter like this so much improvement has heen made.

(Continued on Thursday, the 23rd November, 1933.)

President.~-There” was one point, Mr. Mather, that T missed resterday
in connection with the question of adjustments. 1 should like you to
give me averaging the adjustments that you estimate for the future and
the actuals of 1932-33, some idea of how the average claimed compares with
the actual average of 1932-33,

Mr. Mather.—T have some figures here on that subject which I give you
subjoct to correction. Averaging the unexplained gap for cach kind of
product in 1932-33 in accordance with the future programme it comes to
Rs. 85 per ton; averaging the gap for which we asked the Board to make
allowance in future also in the same progranune the figure comes to Rs, 58
per ton.

Dresident.-- We will take that figure for the time being subject to confir-
mation. Mr. Dalal, in connection with the question we were discussing,
vesterday there is jnst ome matter on which we should like your assistance
and that is this: would it he possible for the Comgany to give us an estimate
of the future fair selling price of rails f.o.m Tatanagar on different outputs?
You have calculated your fair selling price an an output of £0,000 tons;
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stippose, for exawple, the output fell to 50,000 tons, 1 should like you to
give me figures on that output taking into account the reduction 1n the
output of rails and its reaction on the other products, and similarly L should
like you to give me figures lor, say, 100,000 and 120,000; that is to say
give us four figures 50,000, 20,000, 100,000 and 120,000 itons.

Mr. Dalul~—Certainly we can give you the figures. Regarding rails the
stuggestion that you made yesterday would apply equally to State managed
railways nud to the company managed ratlways. That is an important
point to be taken into account because with regard to the Company managed
railways the Government of Indin have informed us that they have mno
voice in the regulation of their purchases; then again there is the further
question of the Indiun Scates Railways.

President.—These two points that you mention are points for which
adjustments of some kind was made when the old agreement was made
not as far as State railways are concerned but as far as company managed
railways are concerned. 1 tuke it thal the agreement with the Railway
Board in respect of rails covers the requirements for rails for company
managed railways?

Mr. Mather.-That is so. That arrangement was made between the
Government of Indin in the Railway Department and the Companies. 1
understand quite un-officially that some adjustment was made hetween the
companies and the Government of Tndin but we have no knowledge of the
nature of such adjustments.

Fresident.—What T mean is the fuct that the company railways are not
under the control of the Railway Board is not necessarily a circumstance
which will prevent the sort -of adjustment ‘that you contemplated quite
tentatively yesterday.

Mr. Dalal. My point was, we huve primarily to deal with company
munaged railways with regard to which the Government of India have
informed us that they have wo coutrul over their purchuses or over their
rates. Lf any proposal is poing to he made which gives rails to the railways
at less than the commercial price, there is no reason why the Steel Company
should sell rails to company managed railways at less than the commercial
rate.

President —That raises a Jifferent kind of issue. The way I am looking
at the question is this: The steel imdustry under any kind of arrangement
which may he made should be ensured of a fair price. That is essential:
the other point is that as far as the railways and the railway using public
are concerned no unnecessars burden should {all upon them. 1f these two
points are allowed for them as far as we are concerned It seems to me that
the question has settled itself. Now these are the only two points with
which we as a Tarifi Board sre concerned, to see that your interests are
safeguarded and the interests of the consumer are properly allowed for.

Mr. Dalal.—When vou say the railways and the railway using public
should not be put to an unnecessary buvrden we accept that, but if the
rails are to be supplied at a price which jis the fair market price prevailing
throughout the world, then that would not be an unnecessary burden,

President.- -That is the point which T am considering, That is to say,
whatever price may be arrived at for the sale of rails, vour contention is
that it must be a price which not merely ensures a fair return to the sieel
industry as caleulated on vour costs, but you suggest that it must also be
a price which corresponds to a fair commercial price in the sense of the
import price plus any duty which may be levied hy Government for revenue
purposes according to its hndgetary requirements.

Mr. Dalal.—We propose the general level of revenue duties.
Preaident,. That is a point we propose to consider.

Mr. Ddlal.—With remard to the Indian State railways, if rails are going
about at below their fair ecomomic price there is no doubt that everybody
will come to take advantage of such a situation. WIth regard to Indian
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States we have not even any guarantec or assurance, just as wo have in the
case of State mauaged railways, thav they will take all their steel require-
ments from us.

President.=—As far as rails are concerned, if you take the orders that you
have got in recent years, whai roughly is the proportion of orders that you
got from the railways in Indian Statest

Mr. Mather.—It has been very small during the last few years.

Mr. Dolul—We will give yu a statement.

President,—When we estimated 195,000 tons of rails did we include the
orders from Indian State railways or did we not?

Mr, Muther,~-The Tariff Board took that estimate on information 51\’011
to them by the Chlef Commissioner of Railways. There was no closer analysis
of what that covered, but it is true normally Indian States have mnol taken
large quantities, The only large order that has been hooked by the Stecdl
Company during the last few years has been an order for about 12,500 tons
for Cochin Railway through the South Indian Railway who are the Managers
of the Cochin Railway. In subsequent years we had also orders for abput
1,000 tons from two or three others.

President.—The question you are raising, Mr. Dulal, is practically this
that since railways in Indian States are not under the same obligation to
assist the Indian Steel industry with orders for steel work of various kinds
and that therefore the price to be puaid by them for rails has probably to
be considered on 2 hasis somewhat different. Is that whuat it amounts to?

Mr, Dalal. The Stutes themselves for any of their requirements are
under no obligation to purchise our materials and all of them do not neces-
sarily do so at the present moment. Now if we are put under any kind of
obligation to supply rails helow the fair commercial price to such railways,
that does not appear to me io be fair, At the present moment they caunot
be taking a large part of their requirements from us. If they are going to
get rails below the fair commercial price, they would certainly do so.

President,—1t will be a perfectly proper thing, We are considering the
question in a very tentative manner at this stage. Supposing ultimately we
came to the conclusion that an agreement for the purchase of rails at a price
approximate to the fair selling price should be arrived at, in that case in the
case of railways in the Indian States, it woeuld give us « handle for pressing
upon thom tho claim of the Indian Steal industry to gencral orders for steel.
May 1 put it on that basis?

Mr. Mather.—Yes, bt then to \\hnt extent that will be an effective

handle,

President.—The only way by which you can provide sanction in this case
is by exerting public opinion and I veniure to think that an expression of
opinion by a public body coustituted by the Government of India will have
some little influence in shaping public opinion.  That at any rate is a factor
which we have to consider.

Mr. Muather.—We were only Lringing the vuarions consideration arising
out of the proposals to your notice. These are the figures showing the total
orders booked from the Tndian State Railways, Tn 1930-31 the orders
booked were 3,200 tons from the Nizam's R(uhvavs ont of a total of 95,000
tons from all sources. In 193132 the ficure for Cochin is 10,200 tons plzu
in that same year 1,600 tons making a Total for Indian States Railways to
just under 12,000 tons.

President.—That was a very special thing.

Mr. Mather.—That was a very unusual thing. Tn 1932-33 our total
orders from Indian States Railways were between 1,700 and 1,800 tons.

President.—In paragraph 98 you discuss again the question of tRe duty
on billets which we considered fairly fully vesterday. I propose to go on with
the next paragraph in which ycu deal with th# question of differential duties.
I should like in the first place to ask what the opinion of the Company is
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ag regards the effectiveness of the scheme which implies differential duties.
Does it make any difference to the Company?

Mr. Dalal.—No,

President —You make the suggestion in this paragraph that if a scheme
of differential duties is continued, it should be conditional on the continued
exemption from protective duties from the United Kingdom. That may be
a fair suggestion or not. I should not like to express an opinion on that.
L ouly want to pownt out that the Tariff Board proposed differentinl duties
in 1926. They did so entirely from the point of view of the interests of
the Indian consumer. That was the logic which was employed by the
Tariff Board. If now the Tariff Board adopts the line that in return for
the differential duties there must be compensating benefit from the United
Kingdom, 1 had a sort of feeling that we should to soine extent be stultify-
ing the logic that underlie the differential duties. After all this is a
guestion which invelves high policy with which, as I uuderstand it, the
Tariff Board is not concerned. On these grounds T personally would find
it rather ditficult to attach any kind of conditions to the scheme of differ-
ential duties. My veason Is if to-day I am satisfled that the interests of
the Indian cousumer do not warrant a scheme of differential duties, T will
drop it whether we get compensating henefit from the other end or not.
That being so I do not feel personally that T can accept any kind of
conditions with regard to that. Then you go to suggest with regard to
the differential duties that it must be 2 condition that British steel should
be ap to the standard specifieation or that British steel should not be made
of basic Bessemer process. The first thing T want to know is whether
there has actually been any imports of non-standard steel or Bessemer steel
from the United Kingdom.

Mr, Dalal.—Not so far.

President,—Tt is a provision for the future,

My, Dalal.—We understand that the manufacture of stcel on the basic
Bessemer process is being considered in the TUnited Kingdom. All we
wanted to do is to safeguard ourselves in the case of u probable import
of basic Bessemer steel—it would undoubtedly be cheaper and not of the
same quality as the standard steel—under the differential duties.

President.—Tt is a case entirely for the future, in case this threatened
danger materialises,

Mr., Dalal.- -Exactly.

President.—Is the suggestion that you make administratively practicable?
Is it possible for Customs autliorities i India to make sufficient tests for
determining whether a particular consignment of steel is standard steel
or basic Bessemer.

Mr. Mather. - T think not. To the best of my recollection that question
was explored by the Tariff Board in 1926,

President —We examined the Collector of Customs.

Mr. Mather.—The conclusion was reached that it would not be administra-
tively possible and T know of no change 1n the sitnation since which would
make it possible.  So fav as the question of steel made by the basie Bessemer
process is concerned, T submit that it would be possible to do this. [
understand at the present time that steel coming to TIndia from Great
Britain and claiming the advantage of the lower duty is accompanied by some
statement from the Indian Trade Commissioner to the effect that it has
been made in the United Kingdom.

M7, Dalal.—Under the Ottawa A;.;réemont-.

Mr. Mather.~Even apart from that, T am speaking in more general
terms, Although 1 haven’t got precise details of the procedure followed, T
believe %ome declaration is made by the Indian Trade Commissioner in
London indfeating that tq the hest of his knowledge—he won't give it unless
he knows for certain—the steeleis made in Great Britain. T speak subject
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to correction- on that point, That is my impression, 1f there is such
a system, I dou't think it would present any greater difficultics to the
Indian Trade Commissioner to amplify the certificate to the effect that “t
is not wlso made hy the basic Bessetner process at any rate during the
next few years, for this rcason that on the plans which we have knowledge
of at present which have led us to include this suggestion, there will be
only one works in Great Britain making basic Bessemer steel in the near
future. The name of the works is known and the general scope of its
operations is well known so thag I don’t think the Indian Trade Commissioner
would bhe presented with any serious difficultics it he were asked to amplify
the kind of certificate that he is already giving.

President.  lnstead of having it tested in the Custom Houses in Tndia,
you would depend on the cervificate at the other end.

Mr, Mather.---Yes.

Mr. Atha.—If any steel does tind its way here, it will be steel which
has heen sold by the firm in question as semi-finished to various re-rollers.
1t would bo ratlier diffienlt to find out whether the bars they send out
were steel of that quality.

Mr. Mather—If the operation of that firm develops in such a way
that it hegins to put scmi-finished steel on the markot on any substantial
seale, there would be complication there.

President.—The semi-finished steel that they make trom  the basic
Bessemer process s converted into steel by some of the other worked and
the finished steel imported here.

Mr. Atha.—H is very unlikely that- they wonld only send semi-finished
steel,

M. Mather.~-No.

President. —Supposing  we  followed  the system that we followed last
time in 1926 and allowed tor o difference of Rs. 7 between prices of United
Kingdom steel and Contineutal steell whatever the sort of steel, to somo
extont that provides a safeguard, is it not?

Mv. Mather—IL does give you a margin of Rs, 7. Tt means unless thay
use basic Bessemer steel and reduce thelcost of the British steel by more
thar, Rs. 7. they ave not in an advantageous position over the Continent.

President —-1t provides a little -more assnrance with regard to standavd
and non-standard.

Mr. Mather.——Basic Bessenmer- process steel would not be standard steel
aceording to the normal standard specification,

I'resident.— You have wmade two suggestions: first that British steel
should he declared to he a standard steel. If the yuestion was really one
hetween standard and non-standard, then this difference of Rs. 7 would
provide sufficient assurance.

Mr, Mather.—T think that is so.

President.—-1t can’t be quite so effective in the case of the other factor.

Mr. Mather.—No.

President,—That will depend oun the case of basic Bessemer., hecause
presumably it will be cheaper to produce.

M. Mather—Yes,

President.~-This difference of Rs. 7 which corresponds to 10 shillings,
is it still the recognised difference?

Mr. Mather. Lt is very dificult to say irom definite oxperionce. That
difference of Rs. 7 was imtroduced on the assmuption that standard steel
conld be obtained f{rom the Continent at 10 shillings higher than the
non-standard steel. I Jdon’t think we Dbave had any positive ifdication
during the Tlast few years that business is actiglly done in Continental
standard steel at any rate for this market:
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Mr. Muhindra.--There Luve been indications sometimes. The indication

15 In this way that some people informed us here that they could obtain
steel from the Continent according to the British standard specification.
' President.— The fact of the matter is that since there has been very
little standard steel from the Continental and very little non-standard
steel from Britain, there is no recognised difference which you can lay
down as the result of actual transactions.

Mr. Mather.—-We can't put before you any positive evidence.

President.- But 1 suppose the recognised figure would be about Rs, 7.

Mr. Mather.—Yes.

My Natesan.- L often neard it said that Continental steel is purchased
in England and that is passed oft here as English steel.

Alr. Mahindra, ~What exuacly happens is very often re-Mlling mills in
England purchase Continental billets and roll them into bars and possibly
send them out here as British steel. :

- Mr. Malher.—1 think there is a safeguard so far as those are concerned
i the certificate given hy the Tudian Trade Commissioner.

Mr. Atha,- T think that is correct hoth in counection with the export
to Australia and India, there is a certificate which the exporter has to give,

President.—1 think the position is sufficiently safeguarded.

Mr. Mather—T am suggesting that if the Board decided to adopt our
suggestion about the hasic Bessemer process, the samo process would be
equally satistactory in conncction with the differential duties.

Mr. Dalal, - M 1t 1s satistactory with regard to Continental steel imported,
there is no veason why it should be less satisfactory in regard to basic
Bessemor steel manufactured in the United Kingdom itself.

Mr. Atha.- -1t 1s very lard to trace. [If everybody is honest, that is
wll right, Tt is rveally very difficalt to trace it.

President -——The veal argument for a method of certification is, there
may be a few cases in regard to which thev may go astray, but in the great
hulk of cases we provide a certain amount of guarantee.

Mr. Mather. The view adopted by the Government in introducing this
system of certification is a view which we should be inclined to support.
If evasion were to occur on any-substantial scale, we should he likely to
know about it.

President.—And the matter would he brought to the notice of the
certifying authority,

Mr. Mather. Yes. Where evasion has oceurred, it has reached our
cars more quickly.

President —It will be possible in the great bulk of the cases to provide
that they conform to the certificate.
Mr. Mather—Yes,

President.—In adjusting this Rs. 7, the method which the Tariff Board
followed in 1926 was to take the difference of Rs. 7 and if the proportion
of tested steel is Rs. 15, and untested steel is Rs. 835, 85 per cent. of
Rs. 7 is added to the British price. 15 per cent. of Rs. 7 is deducted
from untested steel.

Mr. Mather—That is vight.

President.—The reason of caleulating 1n that inverse ratio is otherwise
the aggregate veturn would he affected.

Mr, Mather-—Yes.

President.--Tn para. 101, vou suggest that the dubty on British structural

and plates should he Rs, 18 or the reveuue duty  whicheveyr is higher.
Rs. IR s 1533 per cent, calenlated on the import price.

Mv, Mather—Yox;
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President.—Is it not more straightforward to put it in this form, the
estimated protective duty or the revenue duty whichever is higher?

M7, Mather—I1 see what you mean. The question is rather more com-
plicated now than it was in 1926 when the Board had to consider one or
two similar cases, for instance fishplates, in that there is not now a
normal revenue duty because at any rate unless it is assumed, which we
don’t want to—we as a Steel Company do not want to express any opinion-—
that even this material would come under a differential duty as has been
introduced for certain classes of steel which are not protected at all.

President.—1 do not follow you. What T am snggesting is whatever the
estimate of the protective duty is—Rs, 2, Rs. 3 or Rs. 4—we propose that as
the primary duty and we suggest the revenue duty as an alternative.
whichever is higher would be the duty which should bhe applied. 1If for
financial reasons Government decide to reduce the revenue duty from 153
to 121 per cent. you are sufliciently safeguarded.

Mr. Mather—No, there agnin an additional complication arises in this
enquiry. We are suggesting—of course*if the suggestion is not put into
effect admittedly this difficulty disappears—we arc suggesting later on that
while you are considering differential duties the benefit of this extra duty
should he utilised.

President —~What do you mean by differential duties in this connection?

Mr, Mather. —The figures in the second group,

President.—You mean differential duties as between the British and
Continental steel?

Mr. Mather.--Yes. We are assuming in-a later paragraph thut to the
extent that the application of a revenue duty will give us more than Rs, 2
on structurals and Rs. 4 on plates, 4.e,, more than what is required in
fixing our fair selling price, that extra duiy will be utilised to reduce
the duty on other forms of steel. Tf the revenue duty is subject to altera-
tion—let us presume and hope that Government's finances will improve
it is more likely to alter in the downward direction than in the upward
direction. If some bhenefit of this extra duty is taken to reduce the duties
on other materials, we should suffer. Therefore we should have no grounds
for objection to the general prineiple of Rs. 2 or Rs. 4 or the revenue
duty whichever is higher, if no consequential modification 1s made. But if
a consequential modification is to be made, we should [ think he justified
in asking tor a minimum.

President.—1f a reduction on_your surplus on that account has already
heen taken into account by the Tariff Board then of course a reduction
of the revenue duty by Government would place vou in a position of dis-
advantage.

Mr. Mather.—Yes.

President ~That is perfectly true, but supposing we do not make any
presumption with regard to the rates at which revenue duties would be
fixed during the next seven years and whatever the revenue duty is that
will he fixed as an alternative rate to the specific duty; if we put it on that
basis—as the whole thing is uncertain we do not take into account any
surplus which may be derived—then you are all tho better for it.

Mr. Malher —TIf no surplus is taken into account, then we have no
ground for objection.

President,—Then, that scems to me to be a more logical way of looking
at it: if Govornment decide to have a revenue duty which is higher than
the protective duty, they do it for their own reason. Tf you henefit by it,
jt is a sort of windfall ahout which nn particular fuss can be made.

Mr. Mather—We have no objection. We merely want to make it clear
that we are not particularly asking to be put in that position.

Pregident,—-Tt is bound up with the proposals which you make regarding
the distribution of surplus.
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Mr. Mather.—Yecs.

President.— The aspect of it which | don't like is the assumption thas
this duty of 15% per cent. which came into eoxistence as a result of the
'jmupot'ary circumstances slu_)uld he regarded as a permanent rate of duty
for the whole period which I don’t think is a very satisfactory way of doing
it.

Mr. Dalal. -We have to take some figure for the purpose of caleulating
a sarplus. .

1"1'(1.81'(’!3'/1!. With regard to the duty on galvanized sheets, although on
the ealeulations the duty would he Rs. 44, you have reduced it to Rs. 42
by adjustment for the higher price of plain sheets. Why is it that the
plain sheets sell ut a higher price?

M. Muh.i'n.(.ll'a‘——Because the purchaser is willing to pay a higher
price. The plain sheets are really of a higher quality than the corrugated
sheets.  When the sheets arc manufactured, plain sheets are picked out
without uny blemish and the other sheets are converted into corrugated sheets.

President.--The plain sheets are selected?

Mr. Malindra.-—Yes,

 Presideat.—In paras. 105, 106 and 107, you deal with this question
of surplus.

Mr. Mather—Yes,

President. =Since you say that it is illustrative of the surplus which
would depend on the particular proposals that vou make heing accepted
in that form, I don’t propose to deal with it more fully than 1 have done.
T come now {o para. 108 in which you make specific tariff proposals. The
first item with which vou deal is 102 (¢).- New the proposal is that all
theso bars included in 102 (¢) which are now subject to a revenue duty
should be subject hereafter to the protective duty,

Mr, Mather.—That is so.

President.—You have made it eclear yesterday that it is not because
vou have any definite intentions of rolling these bars vourself, 1Tn that cou-
nection vou make the statement that while the change would involve
slightly higher duties in some eases and smaller duties in others, on the
whole the position would be more or less the same. We are asked to
take u leap in the dark. T have not the slightest idea al present how
thoe consumer would be affected. If the change that you propose is accepted,
what would bhe his relative position as compared with the present tariff
systom. That is a matter on which we should get clear ideas. Would you
be able to give ns a statement of prices of some of the typical classes of
bars and rods included in the present unprotccted category, so that we
can know to what extent the subjection of these things to the protective
duty would alter the market prices.

Mr. Mather.—Our difficullty would be to estimate with not very highly
classified statistical information how far the particular classes are typical
and to what extent they are likely to he affected in respect of prices.

President.—Mr. Mahindra, you are in touch with the market. You
ought to be able to tell us in an approximate sort of wayv of these classes
of bars, which are most in demand, what their prices are and how the
proposed duties would affect those prices. Tt is not a matter on which it
would be possible to get exact statistics, but you who are more in touch
with the market conld give ms a statement.

Mr. Mahindra, Yes,
Mr. Mather —We will do our hest.

Presidgnt.—Tn the first place tell us, these are the most important
classes of bars and rods which are now subject to a revenue duty; their
current prices are such and such; if the protective duty that vou have
estimated for bars is applied, how the prices would be affected. We should

STEEL INDUSTRY L
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know then the proportion in which the prices are likely to vary as a
result of this change?

M, Mahindra—Yes.,

Mr. Mather.—1 understand that it may be possible for us to ascertain
the total Government reveuues on the present non-protected forms of bars
and rounds,

President. What do vou build on that?

Mr. Mather- -We know the tonnages and the values to which they were
applied.

President. —Tell us, in the aggregate this is what is going to happen.
~ Ay, Mather~We might be able to get you an aggregate figure. There
15 one [urther complication and that is -1 am speaking subject to a further
examination of the statistics—L am not sure yet whether we could sub-divide
these non-protected hars and rods according to their origin whether British
or non-British,

President.—That is a difliculty.

Mr. Mather. ‘We have of conrse a diflerentiation and we can give you
the figures on the basis of a uniform duty and alternatively on the basis
of differential duties on British and non-British, But 1 suggest that the
problem will reduce itselt to small dimensions iU it 1s found necessary—it
will be a matter for you to decide later -to protect at any rate the main
rounds, squares and flat under 47 as a consequence of the commencement of
production ol these products in India at Tatanagar trom our hillets, If
you should, in the course of your enguiry, find 1t necessary to grant the
request which | understand has alvcads been put before you by the Indian
Steel and Wire Products asking tor protection then the amount which you
could possibly leave out, | think, would be quite swmall. [t must, L think,
be inevitable,

Presidert.-—That s not quite the pomt. - The point is this. Even if we
aceept the proposal of the Indian Steel and Wire Products and as a result
of protective requirements we increase the duty, in submitting our proposals
to Governmeni, we have to make an estimate of the additional burden
which is going to be thrown on the consumer by our protective proposals,
however justitied the propozals may he. .

Mr. Mather. We will certainly investigate that and help you to the
extent that is possible on the basis ot what 1 still fear may be rather
inadequate statistical data dealing witiv other people’s business and not ours.

President. —The statistical data avould mot be accuvate.  All that you can
attempt to do is to give an approximuate indieation of the position,

Mr. Wather--We will investigate the matter elosely and give you all
the information that scems relevant to ws on that point.

President.~ -You have no information as regards the proportion in which
these imports come from the Continent and from the United Kingdom.
I don’t think any of the published journals will give us that information.
Neither in the monthly nor in the annual is it given.

Mro Dadal —Perhaps the Collectors of Customs might help vou,

Presidept. 1 we write to the Collectors of Customs, we should he abls
to get the figures. Obviowsly they are having the figures classified,

M. Dalul,.—Yes,

Presideni. The next item is 103 (). What precisely is the point lLere?
At present the protective duty only applies to plates chequered and ship,
tank, bridge and comwon qualities. T« that the posttion?

e, Mather.—Yes,

Dresident —Or all the other varieties®

Ve, Malther--We consider that omr manulacture of rates 1s now deve-
loped to such an oxtent  the quantity included in @ur progranmmme is such--
that in addition to the consamption of Tudin, it 1w practicable for us to
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wake, and it s important that we should be in @ position to satisfactorily
muke, all qualities of plates.

President.. What are the more important additional qualities of plates
that would now come under this?

Mo Mather. =Mainly boiler plates.

President -~ suppose boiler plates are the most tmportant plates which
come under 103 ).

My Malliere Yes, | think so.

President —if this ad rvalorey, tariff valuation of Rs, 240 for boiler
plates and special qualities is corvecl, there is not very much protection
needed,

Mr. Matfier—The tariff vatue is not for the boiler pN#tes, but it is
for the fire box plates, What appeurs ¢ me to be the position is |
admit it is not entirely clear from this, bui. 1 believe I am right in under-
standing the position to be this  that all plates which are #ot specifically
chequered and ship, tank, bridge aud common qualities are dutiable at
these {wo od vcoelorem rates given in the schedule.  In connection with
part of this group which can he described as boiler fire box and special
gualities, the tariff valuation is Ry, 240 but if a plate does not fall dnder
this particular groap, it would presumably come in at an od ralorem duty
on the declared value, which would probably he less than Rs. 240

President. -Obviously this tariff valuation of Rs. 240 does not apply
to anvthing except boiler fire hox and special gualities,

Mr, Mather—1t does not wean loiler plate but plate for the fire hox
of the hoiler.

resident —-What does this eategory * speeial gnalities ™

Mr, Mather—1 do not know.

Mr. Atha. Firve box plates are subjected to a very close analysis—very
Tow phosphorus, very low carhen and subject to special tests,

Mpr. Mather--Yes.

residend, = would he more cxpensive ?

Mr. Mather —Yes.

DPresident. What is the duty vou propose on plates®  Non-British rate
is Rs. 327

Mr. Mather. Yes.

President —That ix Jower than the present ad reolorem duty?

Mr. Mallier- Yes.

President.—What is the price of hoiler plates?

Mr. Mather, According to the Tron & Coal Trades’ Review the export
price for British hoiler plates is 10 shillings above those of common plates.
But we want 1o raise the question whether these are actaal prices or not.

imply *

Presided —The British price dees not matter hecause the protective
duty that vou suggest is very little, it is practically revenue duty on the
whole plate. Flave vou got the price for Continental hotler plates?

Vr. Nather—XNo. We think we may take this as o sufiicient guide,
that the price of hoiler plates exceeds that of ordinary common plates by
about 10 shillings a ton. It will hardly affect the argument.

Dresident. The point ihat troubles me is this: the extension that you
propose is extension to plates of the kind used in connection with machinerr.
Our tariff schedules vegard machinery and things connected with machinery
as osort of sacrosanct.  Duties on machinery  and  component  parts  of
machinery arve alwavs fixed at a Jow level. The varions engineering fivns
have brogeht fo our notice this thme that on secount ol very Tarze reduetion
in the demaged Tor ordinary kind of fabricated steel for bridecwork they are
turning increasingly to e monuafacture of machinery. If the extension
of this duty to things like hoiler plates has the effect of inereasing their

T2
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cost of the raw steel they require for machinery then it might raise a
rather serious question.

Mr. Mather.—lt seems to us to be quite legitimate that we should ask
for protection on the manufacture of a kind of plate which we can produce
sabisfactorily und the inclusion of which in our production programme may
vory well be necessary to make up the total production which we have
esbimated,

President ~—So thal we can wive compensating protection to people who
use that class of steel only by increasing the cost on machinery, because
obviously their costs would go up.

My, Mather. We certainly should not wish in any way make it difficult
for the engineering firmx to mauvufacture by making their cost higher, 1t
would not be to our interest to do so to establish their claim satisfactorily.
I submit that these plates are mainly used in Tndin for repairs and
if we develop this business we should be able to a very large extent to
replace imported plates vequired for repairs, and T am right in saying
that by far the preponderating quantity of boilers, aro imported as hoilers
and would come in at the machinery duty. The main demand for these
plates on which Government would get revenues in that classification is
for plates required for repairs.

President.—Of course you conld clinch the question straightaway if you
could give us the actual prices of hoiler plates to see how the duty that
vou propose compares with the present ad valorem duty. Tf it does not
mean considerable incrense the question settles itself.

Mr., Mahindra.—There ave no-hoiler manufacturers in India.

President. Now let us take 102 (¢) of the Tariff Schedule. Your pro-
posal here is mainly with refcrence to the question of high tensile steel.

Mr. Mather —That is so.

President.——Have vou recoived any information from the Central Board
of Revenue regarding the duties to which high tensile steel is assessahle?

Mr. Dalal. -No, :

President.—As far as T understand, if hich tensile comes in a fabricated
form it wonld come under 102 (R) or 102-(). 1Is that right?

Mr. Mather.—T think it probably might come that way but we under-
stand that some peonle have fovmed the expectation that high tensile
steel of the kind in which we are interested heing alloy steel would rather
come under 102 (e).

President.- You mean cven if fabricated?

Mr. Mather.—Yes.

Mr. Atha.—Tigh tensile steel not necessarily?

Mr. Mather.—-No. High tensile steel of the kind in which we are
interested.

President.—So that whether fahricated or unfabricated it is open to the
Custom to bring it under that section?

Mr. Mather. —Yes, possibly.

Presidenl.—Your supgestion is that the word ‘“alloys ”’ should he cub
out or do vou propose that the whole item should go out?

AMr. Mather-—We do not Iav anv particular siress on the complete
deletion of the item: we mav perhaps have gone a little bevond our proyince
in making our sugeestion auite so comprehensive. But T do not think
these other kinds of steel do come in except in the form of bars nnless
they are alreadv and more swnecifically in some other classification such as
hardware. Tf vou think it would simplify the position we wonld be quite

content to modifv our suggestion and ask for the deletion of the word
“allov * from that item,

President.— With regard to this question of high tensile steel have vou
seen the specifications?
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Mr, Mather.--We have szen the proposed specification.

President. - And you can make that class of steel?

Mr. Mather.—We have made that class of steel.

President.—There is mo question of patents arising in connection with
this class of high tensile steel?

Mr. Mather.—Tlhere aro patent questions involved which have not been
finally settled.

President.—How does the question of patent arise in connection with a
thing like high tensile steel?

Mr, Mather—~1wo stoel-making firms, one in England and another in
Germany, have applied for patents in their own countries and both firms
havo applied for patents in India but their applications #er patents have
not yet been settled.

President.—Assuming for argument’s suke they get patents on this,
then what would be the position?

Mr. Mather. -The position would be this: if it was estublished that
the present patent applications were valid, it would then be for us either
to try and megotiate a license from one of these firms or bring out a new
composition of our own which is not covered by these patents.

:Pregident.—1f the purchaser of high tensile steel specities the particular
composition in respect of which a patent has been issued?

Mr. Mather.—Then our hands will be forved; our position would be
somewhat difficult,

President.-—~Then why don’t you oppose it ?

Mr. Mather.—We have not opposed ii yet bul we are considering the
question,

President..~1n connection with high tensile steel Messrs. Braithwaite
and Company have made the suggestion that the duiy on high tensile
steel should be fixed at a higher level than on mild steel. That is different
from your proposal. Your proposal is that whatever protective duty is
estimated for mild steel bars should he applied also to high tcnsile hars,

Mr, Mather.—Yes.

President.—You do not support the other proposal?

Mr. Mather.---No.

President. ~I suppose In some respects 1t may be to your advantage
to make high tensile steel more expensive:

Mr. Mather.—Tf it was made mworce expensive, to the extent that the
consumer decided to use mild steel instead, we might obtain indirect
advantage in that the quantity of mild steel consumed wonld be greater,

President.—If the consumption of high teusile steel is increased in the
country and you are in a position to make high tensile steel, to that extent
vou wounld he able to make a better surplus.

Mr. Mather.—J do not see any reason why we shounld anticipate that.

President.—What is the normal margin between mild steel and high
tensile stecl?

Mr. Mather.—It varies according to the composition, There are high
tensile steels which are not allovs in the ordinary sense of the word. The
extra cost of making that steel is not so great as the extra cost of making
high tensile steel containing chromium and copper.

President.- -The lowest margin would he somewhere about Rs. 52
Mr. Mather.— 1 don’t think it would be as low as that.
President. =What would you consider ithe lowest?

Mr. Mather —1 should comgider Rs. 7 or Rs. 8 as the mapimum; pro-
bably it is more, Rs. 12 or Rs. 15.
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President. =We have s representation here from a re-rolling mill who
apparently wants (o ask you for high tensile billets. They say for high
tensile lor fishplaies whicl vou supplicd at Rs, 121 a ton the Continental
price was s, 6V flo.b, Conttnent?

Me. Mother—Did he buy ai R, 60 trom the Continent?

President—The precise statement is ilis o Tata’s high tensile biller at
Rs, 1217 and against that a note * Cost price to the Continental manu-
Facturer would not exceed Rs 60 pere ton”

Mr.o Mather—Y do unot know in what conneetion they are submitting
that, whether tliey think it is an unreasonable price for ihe Hteel Company
to ask. It would he interesting to know whether Messrs. Henry Williams
bought billets en that price basis from the Continent i they thought our
price was unreasonable.

President.. They make no comment progarding Tata's price and whether
this is the price at which he actually bought or a price that he got in
response to enqguiries I do not know,

Mro Dalul. ~We do not know whether in estimuating the cost they took
overhead charges and so ou?

President.—1 don’t know cither,

MUr. Wiles.—This s in answer to o question  Works cost actual or
estimated of two or three fypical clisses of permanent way waterial hillets
nnder the following heads:—"

President.—You do not remember austhing alout either an enguiry or
@ transaction?

Mr. Mahindre,~—The position is. we annde a contract to supply  them
1,500 tons billets at Rs. 71 per ton, and our usual extra Tor D class steel
is Rs. 30 per ton, The D class ds o high iensile steel and the cost ol
production is very much higher than nuild stecl. For structural purposes
high tensile steel is muanntacturad with elinominm and copper contenis, |
asked Mr. Elderston to let me koow in ahvance what would he the com-
position of the stecl. IHe wrote a letter giving me the fensile strengih
and the chromium and copper contents. ete.

Presidesit —The presence of the word wlloy eives unlimited scope.

Mr. Makindra—XMay 1 also auention this, in conunection with Messis,
Wenry Williams, that the only high tensile stecis which we manufacinre
and supply at present ave class ¢ and D osheets. Cooand D oclass steels are
hoth allov high cavbon stecls. These steels are only used for forgings and

R £ N B = #—s
for certain parts of wagons,

President—The next item is 102 (f). | suppose it 15 a harmless entry.

Mr. Mather—So we feel. 1 is perhaps relatively harmloss. We think
that steel made for springs other than bars may be billets. For instance
we can make and supply steel springs to the Indian ratfwavs. At one
period we supplied them in lurge quantities.

President. That is again high carbon steel,

Mr. Mather—- At one time we did guite a good husiness with some of
the Indian railways. We supphied that steel in the form ot bars. This
wonld allow billets to he brought in for that purpose,

President—1t might incidentally mive unasked protection to  Hnokuw-
chand, who makes spring steel.
M. Mather.~Possibly,

President.. If we omitted this whole clanse, nnder what category would
that come then?

Mr. Mather, —Steel other than bars, blooms, billets and so m wonld
come under the blooms and billets.  If it were 1 some very special form,
it would come under ‘‘ Iron and Steel, all other EKinds .

President.—that would again he subject to the revenue duty.
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Meo Mather—Yes, so it the position would really be this: if this
kind of steel came m forins which wre dealt with specifically, it would
cote under the specific treatment indicated for that,

Lresident, =When you supply “them, do you supply them iv the form
of bars?

Mo Mathor—Yes.

President. 11 we bring all these unprotected hars under the protective
duty, any steel of this kind which is inported in ihe form of bars would
he subject to the duty on protective hars.

Mr. Mather~- Yes, What we have in mind dealing with this kind of
steel other than bars 102 (f)—-is that if this were removed and if this
kind of steel in the form of hillets is naported, it would cogie under the
same treatment as we ask for billets,  Tf it comes under some other highly
specialised foray, it would come under all other kinds ot steel which is not
protected,

President.—H it comes in the form of billelts whatever Ottawa pro-
tective dnty is applicable to billets would be applicable to 1t. 1f it comes
in any special form, it will he anbject only to revenue duty and it will
uot harm you.

Mr. Mather~—That is so.

President.—The next item that vou refer is 103 (0) (.

Mr. Mather~ Thut is about the inclusion ol sleeper bars,

President . Sleepers other than cast_ivon and slecpers of speecial kinds,

Mr, Maller —Yes.

President = 1s there any yeal danger if this provision is not included?

Mr. Mather —We have from time Lo time boen told that unless we supplhied
these bars at a very low price ax compared with the prices for other kinds
of steel, sleepor hars could he miported from the Continent.

Presidont - Tlave vou amy nformation about the quantity?

Mr. Miatker. 1 don't think there have heen any actual hnports recently,
hut we have veduced our price to extremely low levels as a consequence of
the probability that these havs might be imported.

President.—Tt is a curious position, 1t the imports are large, then vou
are obviously affected and the tmports must be stopped by means of duties,

Mr, Mather.—The quantityin guestion was substantial. The imports
didn’t materialise, hecause we had fto cut our price verxy heavily.

President. =Therefore the effect of the duty would be that you would raise
vour price.

M. Mather—Exactly. In any event the duiy would not be such as to
enable us to get more than a reasonable price.

President.—The duty that vou suggest on sleeper bars is 16 against 25
which vau suggest for other forms of seniis.

Fars

Myr. Mather.—-That is right.

President . —There the whole difference is the freight disadvantage because
vour duty on hillets is based on a special freight disadvantage which does
not apply to sleeper bars. Yon are asking for Its. 16, The effect of includ-
ing sleeper hars of speciad shapes in this item and with the duty allered
according to vour proposals would be Rs. 16 and Rs. 25 which you asked for
semi-finished hillets.

Mr. Mather —Yes,

Dresident.—We must cousider these questions in consultation with the
Collector of Customs., Tn para. 110 vou raise a rather important question,
riz., that if there is to bhe a substantial rveduction of duties, the reduction
should be effected hy easy stages. | want to ask in connection with that,
supposing we accepted your preposals as they stand in Table I1X, would
vou have any ohjection to these reductions on the lines vou have proposed?
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Mr. Mather.—I think it would bo a definite advantage not to make these
reductions in one step on black and gulvanised sheets. The reductions are
very big--Ris. 40 on black sheets and Rs. 41 on non-British galvanised,

DI'resident.—Which ave the reductions that you can bear straightaway.
Take Continental structurals. It is coming down from Rs. 46 to Rs. 374.

Mr. Mather.—Probably the other way round,

President.—Yes it is going up. You don’t mnind an increased duty
straightaway.

Mr. Mather.—All that we have in mind is if people sec tho prospect of
the price going up, they buy. On the other hand if the prices go down, they
don’t buy.

President. -II prices ave going to be raised, the trouble would be at the
other end, that is to say the man who wants steel won't get it. Ile will
bold it against the price rising up.

Mr. Mather—We can't do that to an appreciable extent. Jt is simply
that we should maintain our bookings on a normal level. As I explained
yesterduy, we must put ourselves in a position to despatch steel [rom the
works with the same regularity as we make.

President. —With regard to plates the proposed duty is Rs. 32 and the
present duty is Rs. 45.

Mr. Mather.—T think that would be a very suitable field for reducing
duties by stages.

I'resident ——I1t is particularly with regard to shects.

Mr. Mather. -1t is wuch more striking in connection with the sheets.
We are speaking of course on the basis of the actual experience which we
had at the end of 1982 of a very serious disturbance in the market due
to the knowledge of the market that there was going to be a substantial
reduction,

President.. 1T should like to pul a proposal to the Company in this
connection, Whether we accepted your proposals regarding duties or whethoer
we made proposals very different from yours, would it suit the Company
while if recommending protection for ‘a period of seven years we pro-
posed two scales of duties, one seale of duties at a higher average for the
first three years and a subseguent scale for the next 4 years, instead of
taking an average and proposing anaverage for the whole period of seven
yearst

Mr. Mather—1 presume the totalleffect wounld be the same, but the duties
would be definitely laid down in advance to avoid any fresh enguiry at
the end of three years.

President.—There will be no enquiry at all. What we may do, if we
consider the proposals quite satisfactory, is this: we try to make such
caleulations as we can regarding the possible reductions over a period of
three years, We take that into account and we say during this period
the duties must be fixed on this basis and then we caleulate all the redue-
tions possible at the end of 7 years and ke an average for the last four
years aud say thalt the duties should be fixed on this basis.

My, Dalul.—T presume that the total effect would be the same as the
effect of any duties which you would propose for the average of the seven
year period,

President.—It would approximately be the same thing, 1t would be put
into force in a different form.

Mr. Dalul.—T think that is very reasonable.

President.—Personally T think from the point of view of the industry and
of the trade and everybody concerncd, it is more satisfactory while definitely
laying down that protection should be continuned for 7 ycars omw whatever
period we decide, that duties should come into force in two stage, so that
you can adapt voursell more easily to new scaie of duties. That doesn’t
mean too quick a transition.
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Mr. Natesan.—~Supposing we have it for three years, just six months
before the expiry of that period will it not lead to a disturbance in the
market and dislocation in trade?

M1, Mather.—l think that 1s a very reasonable question. JIn view of
what we have put forward, I don't take the view that there will be no
disturbance, but ¥ do feel this in favour of Mr. President’s suggestion that
if it is known a long time in advance definitely that the change 1s going
to occur on a certain date and that it is gging to be to a certain extent,
both the market as buyers and we as producers know positively on what
ground we are working and we can minimise the cffect of the disturbance
if the reduction is not very great. What usually happens is when some
reduction is expected, no body kuows how much; we might not even
know exactly when it is golug to come into cffect. 1t is exgremely difficult
to deal with the effect of such a change.

President.~—~What will be its effect upon the progress of great building
constructionsy

Mr, Mather.—That of course would depend very largely on the amount of
deffercuce between the duties in the earlier period and the later ones.

President.—Some kind of disturbance you eannot avoid in any case. What
you are trying to do is to minimise the disturbance. There are two sorts of
disturbance, I think, which are very bad for the industry. One is a very
sharp reduction at one stroke and aunother is the small reductions at too
frequent intervals. But if you have a fairly substantial period of 3 or
1 ycars and all the parties concerned know definitely what the position is
going to be, you do as much as humanly possible to minimise this disturbance.

Mr. Mather~—T1 think it would be distinctly advantageous in many ways.

President.—Now 1 come to the question of oft-sctiing duties which you
raise in para. 112. 1 have tried to analyvse your proposals. There are
reglly six elements in your proposals imvolved in it. The first is that
Government has to ascertain at least once a year the level of import prices.
With regard to that, have vou contemplated the sort of channcls along
which Government ought to get this information? The whole point is that
the information should go to Government automatically.

Mz, Dalal.—We were thinking mostly of the Customs,

Dresident.—Would that be o very satisfactory arrangement? 1 will tell
yon what I am thinking of. "In 1924 and 1926 wheu proposals on these
lines were made by the Tariff Boara, there was a considerable quantity of
imports and Collectors of Customs were in a4 position to give prices which
more or less represent the position in the wmarket. Now you will see that
the imports have declined. Such prices that the Collectors of Customs may
be able to give Government may not altogether represent the real position
in the market. This is the idea that occurred to me. 1 have been sceing
recently lortnightly statements from Collectors of Customs. 1 expect that
it would be more in the same form that they would send information to
Government.  The last that 1 got was a statement of prices from Bombay
in which certain articles are grouped in certain categories, Bars and
special bars are grouped and average prices given,  Under plates also many
things are grouped. So, unless a certain amount of trouble is taken hy
the Collectors of Customs, the information that they may give muy not he
of practical use.

Mr. Dalal.—If they were instructed to maintain statistics in a better
form, T don’t think it would present any insuperable difficulty. There is
another suggestion which I should like to press on the Board, If it was
so agreed, we oursclves could obtain as much information as possible from
not only the Customs hut also [from our owu sources as well as from
other importing houses and submit the figures at the end of the year ta
Government and leave them to be checked by Government by means of such
indopendent enyuiries as they may choose to make.

President.—As you send youx statemenis of costs to us, you propose to
supply statemonts of prices.
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Mr. Dolal.—Yes, in very great detail. We would take special tronble over
that.

President.—You will send the prices that you get from your reporting
agencies and from other independent agencies,

Mr. Dalal —Yes, also Custon’s prices. They can cheek thent inany way
they like.

Dresident.—The sceond clement in your propesal is iF the prices are
lower by 10 per cent. than the Tarilt Board assumes, the duties should be
raised correspondingly by oxecutive action.

M, Dalal —Yes.

Dresident.—Couversely 11 prices ave higher by L0 per cent. the duties are
to be Jowered  In that case, the Compauy must be given an opporiunity
to adduce reasons lor noi teducing costs. 1 yon are to be given an oppor.
tunity for adducing reasons why the duties shonld not be Jowwered, similarly
the organisations which consume stee!l should be ¢iven o opportunity to
adduce reasons why the duties should not he raised. That would be a tair
proposal?

M. Dalal —<Provided such enguiry is made within a reasonable time.

P'residdent.  The monient you give opportnnities fo parties for adducing
reasons why duties shonld not he ratzed or Jowered, yvou gel nearer the sta
where somethiug like a regular enquiry beconies necessary.

Mr. Dalal.—We might even accept the position ol raising or lowering
the duties automatically withont there being an obligation on Government
to consult any pacty provided 1t isounderstood that it would not be compul-
sory on Government to rednce duties if they thought from information
their own possession that sueh o course wag uel necessary,

President,—1T think the snost switable kind of provision in cases of this
kiud is to put in a provision on the basis ol the existing clause tu the Protec-
tive Act to ratse or lower the dury ascording 1o the movement of prices and
leave 1t to the discretion ol Govermment.  Only Governnrent 1o taking action
will consider suelt iuformation as thev ger regnrding the courses of prices.
Suppose Govermmont redwee the duties because prices have been going up and
vou teel that your interesss will be very serously atlected, whether there
is i provision or not, 1t Is open 1o yew to represent vour case aud 1 cannot
concerve of a sitnation in which o responsible Government ot Indin would
over refuse to give consideration Lo w representation that comes from an
lmportant industry like you. Te il necessavy to put all this into the Act?

Mr. Dalal.—TDecause in practice;we Jave Tound that the present provi-
sion s not very effective.

President.—The moment vou put all this into the Act, yon are near the
stage  of @ regular enquiry.  Govermmnents having various preoccupations,
would ke representations from intevested parties to be enguired into.

Mo Deded-=-1Y Government wanted an enquiry we could not say that
they should not wmake the onguiry. We are prepared to submit wo the
automatic Luposition only subject to the proviso that it should not be
obligatory on Government to reduce the duty it they thonght that the
civeuwnstances did not justifty such a reduction.

President .~ Phe next point in vonr proposal is that the duties are to
he revised by excentive action but they should be reported to the Legislatnre.,

Mr. Dalal. ~Yeos.

President.—You are aware of the corresponding provision in the Safe-
guarding of Industries Act. The provision is that every notifieation impos-
ing duties is to be laid before hoth Houses and shall cease to have effect if
within two months it is not approved by a resolution of each honse  Wounld
vou accept it in that form?

My, Dalal.—Xo, that would meau a regulr debate on our Company every
vear.
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Mr. Nalesin=Then you will have to transter your oflice 1o Dellii or
Suala!

My, Mather—There is o difference hetween our position and the action
under the Safegnarding of Tudusteies Act namely thai this action would be
taken in the case of an industry whose circumstances have been very fully
enquired inzo Ly the Tarvitt Board, accepied by the Government and approved
by the Legislature itself in thie passing of the new Protection Act whercas
such a procedure as vou have referred to undef the Safeguarding of Lndns-
tries Act has its justification that Government night do it in the case of
aw industry, the civewnstances of which the legislature had no opportunity
of discussing,

President.—lu the case of a protected industry, all that hugpens is when
a variation of duties is cffected under the offsetting duties provision. that
the duties are varied so that the prices are stabilised at the level sanc
tioned by dhe legishiure,

Mro Mather—The degree of protection sanctioned by the legislature is
maintained.

President,—For what period do you want these duties?  Supposing theve
I~ an alteration of duty in Januavy, 1936 once the alteration is made, how
tonz is the revised duty to continuer

Mo Mather.—Presumably until the next conquiry.

Mr, Dalad. -Until again the cireumstances warrant any change.

resident.—1f the reduction in prices veaches the
Tarif Board, the duty should be dropped agiin.

Mro Mather.—u actual praetive the chauges would
tharn. o

Jevel assunted by the
not he more frequent

President.—supposing  for example i January, 1936 there is w fall
in price 1o the extent ob about 15 per ceut. below the level assnmed by the
Tariff Board and the off-sctting duties provision is put into force and duaties
are raised correspondingly, it continues usul there is an nmprovement of
prices to 9 per cont. below what! the Tarit Board assumed, 1 prices rvise
from 15 puer cent. to 9 per cent. below the fovel assumed by the Board, the
additional duty would go and the Government would be justified i reducing
the duty. That would be rvenghly the ‘position. Then you propose in
certain grave emergency Government anight take steps on the appheation
of the Company or otherwise, In that cornection you bave provided against
Continental raids, exclunge depreciation. dumping and so on, It s in
contiection with matlers ol this kind that a provision on those lines should
be useful.  Apart from the normal operation of off-setting duties provision,
vou ean have sporadic cases of raid or exchange depreciation,

Mr. Dudal.—Exchange depreciation might be provided against by such a
measure but | doubt very much whether sporadic cases such as we discussed
yesterday could be provided against,

President. —The existence of a provision jn the Statute enabling Govern-
ment by exceutive action to take steps of this kind itsclf is & deterrent because

it a foreign wanufacturer does that, he Is going to have a higher duty tagged
ou to it.

Mr. Dalal—Our proposal is different.  We have stated in para. 113 that
when any action is required to make the scheme of protection effective owing
to reasons other than a change in the prices of imported steel, it should
be taken after tull enguire and with the sanction of the legislature.

President —That is a different matter.  What you are thinking of is
sudden grave emergencey which arises owing to sudden lowering of prices.

Mr. Dudal.—We are (hinking of dislocaiion of iransport, very serious
strike, cte.

President.—Tn that case vou weuld have to have an enquiry,

Mr. Mather.—Yces.
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President.—What you are thinking of is in a sndden and grave emergency
action is to be taken by the executive,

Mr. Dalul.—~We were thinking of the emergencies I have just mentioned.

President.—If you are thinking of emergencies of that class I do not
know if you can do without an enquiry.

Mr. Dalat.—That is exacily why we have suggested an enquiry.

President—Not iu conngetion with the proposal. 1 rather thought that
iu cases of sudden grave emergency you expected that the off-setting duties
provision, in the sense ol automatic provision, was the one to apply.
If the variation of duties is only necessitated by other reasons in the sense
of change in ecouomic conditions which result in increased works costs, a
patent change in economic conditions which result 1 increased works costs—
take Lo example the price of coal: we take it at Rs. § and suppose at the
ond of 5 yeurs or so it goes up to Ks. 10—a thing like that, strike, breakdown
in transport sysiem- -all that would have to be dealt with differently.

Mr. Dalal.—Ycs.

President.—With regard to this provision for a regular enguiry, you admit
that in matters of that kind there should be a regular enquiry, and at the
sime time a provision for legislutive action.

Mr. Dalal.—Yes.

President.—In that case it is ubnecessary to put into the Protection Act
because the legislature has the right to amend its own Acts. 1t is only in
¢asos where executive action is necessary that you ought to have a suitable
provision in the Protection Act, but if what you suggest is an amendment
of the Act itself, it is unuecessary to put it into the Act.

Mr. Dalul——We are not thinking of an actual provision in the Act.

President.—Iv is open to the logislature to amend its own Act,

Mr., Dualal.—Yes.

President.—If you make & convincing representation to the Government
of India, the Government of India move the legislature and a suitable amend-
ment 15 made,

My, Dolal.—~Yes.

Mr. Wiles.—1 notice in para. 135 you suggest that you should be allowed
to rvetain the advantage to which:you referred at the end of para, 112,
Are they not inconsistent or do you reconcile these two statements?

Mr. Mather.—That is our opinion. Tn para. 135 we have set out what
we think would be a rcasonable line of policy to be followed whereas in 112
we are offering to make some concession in thav direction if 1t can be accom-
panied by aun automatic increase of the protection and only if it can be
accompaunied by an effective method of increasing the protection if prices fall,

Mr. Dalal- ‘that is why we mention that it should not be obligatory
on Government to raise the duty if they thouvght i1t wus not necessaury.

Mr. Wiles.—1In para. Ll where you suggest no estimates of the future
trend of prices should be formed other than the actual prices which prevail
in the first six months what is your object in making the period so short?
By the time we come to our recommendations we shall have full 12 months’
figures.  1Is there any reason for excluding the subsequent six months?

Mvr, Mather.—We should certuinly regard the figures of the full calendar
year 1933 as not representing at all accurately the average of recent prices,
We do think it very probable that they will not represent what we may call
the average world steel trading conditions in the next few years because in
1083 for the first time the Continental Steel mukers have formed a eartel
with a definite provision for control over prices and they have in the last few
months to an appreciable oxtent succeeded in raising prices. dherc have
been provious attempts to do the same thing which did Mot meet with
uppreciable success.  We have no reason te think that the present reconstruc-
tion of the cartel will continue to be effective as it stands at present. We

[ ]
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mentioned to the Board a day or two ago that there was already evidence
of a possible breakdown in that onc of the Belgian works had given nolice
o the national organisation that it was going to leave the gronp at the
end of the year, and work independeutly. That will automatically compel
the national organisation to give corresponding notice to the cartel as a
whole. We cannot say what the ultimate outcome will he from this situabion
but we do say that “the existence of the cartel as an effective means of
controlling prices is precarions, and if the preces for the calendar year
1933 as a whole were taken as a basis we shall prohahly he in the position
of reqniring protection or off-setting dnties practically by the time the new
Act came into operation

Mr. Wiles.—At the time von wrote this representation the cartel had not
got to work?P

Mr. Mather —Tt did work and it had its cffect on prices bhefore June.
The period which we have suggested as the basix. Jannary-June, does con-
tain a couple of mouths or three months of the effect of the reformation
of the cartel on prices. It should therefore Lo regarded as half on a hasix
of uncontrolled price and the other half the heginning of contralled prices,

My, Wiles.—Tn coming to conclusions on statistics normally anything less
than a year is a very unsafe period to take; six months is too short a period?

Mr. Mather—1In that event we suguest an average c.d.f. price of July,
1932 to June, 1933 or, if vou prefer it, the two camplete years 1932 and 1933,

My, TPiles.—Regarding this question of alloy steel 1 take it that the
uhject of leaving these outside the protective scheme was that they were not
manufactured in Indin at the time, T the demand increased very largely
now arc you prepared to meet it?

Mr, Mather~We are prepaved to meetl the demand for alloy steel for
which the demand is notb likely to be extremely large. There ave certain
special forms of szlloy steel of .o very expensive nature which we are not
making and which possibly will not be made durcing the next few years.

Mr., Wiles.—In regard to your claim for compensation in para. 105
in the event of demand for rails going down. that question would orly arvise
if the rest of wour proposals arve accepted. 1f that is met accepted the
question of compensation does not arvise becuuse you already have compensa-
tion in the surplus profit. You don't utilise it in any other way.

Mr. Mather.—Yes,

Mr., Wiles.—In para. 100 T am not certain that T followed the discussion

very closely. Do you regard the proportion of tested and untested stecl as
sold in 1932-33 a safe guide for the future?

M»r, Mather.—T think so.

Mr. Wiles.—They are likely to be altered if the demand goes back very
considerably.

My, Mather.—We don’t think it would alter very considerably. Of course
as the figures we have given you show there are fluctuations from year to yeur.

Mr. Wiles. -One of the reasons you adduce for the failure of protection
is the tremendous change in the proportion of tested and untested steel.
You don’t regard it ns likely that the demand for tested steel would go back
to the former level, when the general demand returns?

Mr. Muather.—At any rate we do not think it safe to base the scheme of
protection on the assumption that the average demaud for the next seven
vears is going to be at a comparatively higher level.

My, Wiles.—You are on the safe side to start from the bottom.

Mr. Mather.—We are entitled to *hat in so far as we are Increasing
our output. The demand for untested steel in India will probably take its
tull share if not more than its full share of any increase in the total demand.

Mr. Mahindra.—As a matter of fact my information is that in most
cases people are beginning vo use pntested steel in place of tested steel,
Mr. Wiles,—We want to be satisfied that it is likelv to continue,
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Mr. Mahindra,—The militory department now almost always buy untested;
they did uot huy it hefore hut they ave buying it now. The 18, D.oarve
buying untested; they never used to purchase it before,

Mr. iViles —You mentioned a point vesterday: in talking of the alloea-
tion of the surplus from the rails you stated that you thought a reduction
in the duty on certain other forms of steel was likely to inerease the demand
for sections. | suppose it is equally likely that a reduction in the price
ot imported steel will lnereasg the amount of fmports, that is to say importers
are likely to share in the inereased demand.

Mr. Mather—To ihe extent to which we canoot comply with the inercased
demand, ves.

Mr. Wiles.—That demand will not come exclusively to you?

Mr. Mather—XNo, not necissarily.

Meo Wiles.— 1 wani vou to help me i vouw will to understand this rather
complicated question of freight disndvantage.  Apart from any guestion ol
protection 1 take it that your natural ket would be the area 1n which yon
have got a local price advantage over vour competitors,

M. Mather.—What do yvou mean by natural price advantage?

My, TWiles.—Within a givon area von can sapply goods cheaper than your
competitor.  To-day that range of area is not a compuct geographical aren;
and the reason is that you have certain treight roncession which converts
that geographical avea into an aworphous thing; freight concessions in fact
have created what is veally 2 highlzimmatural market.

Mro Mather. -1 submit that “apait altopether from freight concessions
the avea in which we ave in an advantageon position is controlled very
Inrgely by the nature of the caastline of Indin and the pasirion af the ports.

Mr. Wiles. T don't see that it makes any difference fo the theory: it
nerely means that your competitors are a little closer than they would he.

Me. Mafler. Our actual competition has been in the past from imports.

} i i

Mr, Wiles. 1 theory it does not matter whether it s imports or
another industry stavting at the port. The only point I want to get at s
this that vour proper market is that in aviich vou have a freight advantage
over vour rival.

Mr. Mullher~—Yes.

Mr. TWiles—~That moeans. 11 understand it rightly, that your f.o.b.
price Jamshedpnr must be higher o the extent to which it costs you more
to send vour materials bevoud vour proper market.

Mr. Matlher—Since in order o deliver outside our proper market we
should obviously receive a lower net price.

e Wiles. T am now couting back to the protected industry. (liven 2
compensation for freight disadvantage that is a net compensation ov freight
disndvantage less freight advantage. order to recover it vou have nort
anlv oot to add to the price in the freight advantage area but deduct in your

freight disadvantage avea.

Mr. Mather.—Yes,

A Wiles—There i« a unitorm price over the two aveas?

W Mather—Wo might make ourselves a litile cleaver. T owill 21ve von
specific justances, We sell o certain tonnage sax at Delhi at o freight
advaniage and we sell a certain tonmage in Madras at o {reight disadvantage.
fu Madras the price to the consuner can only be the import price plos the
duty. In Delhi the price to the consumer is the impart price plus the
duty plus the ordinary freight from the port to Delhic Tt cannot he more
than that. So that the prices differ and so do onr net receipts differ. We
Jiall eet a hicher net realisation in Dellii than we do on our sales in Madvas.

WMo Thiles.—That is just the point T am tevivg to make. thad you recover
from the consumoers within the freight advantice area sflicient to com-
pensate you for the disadvantage for the lower seales iu the rreight dis-
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advantage area.  Thal is to say, the consumer in Bibar and Orissa or the
United Provinces are really paying part ot the price for the goods wlich
are being sold in Madras.

e, Muther.—1 think noi. The consmmer in the United Drovinces can't
pay and will not pay more than the price of the imported article Tauded
at the port plus the duty plus the normal treight., The very fuct that in
order to dispose of owr production we have to sel i Madras does pot enable
us to get a higher price frow the buger in t‘m': United Provinces.

Mr. Wiles—You have got it alerady in your duty. That is the whole
point. St has been added o the duty, so that in fact those who are paying
tLe duty are paying higher than those in the freight disadvantage arvea,

Mr. Mather.—We are asking lei us say for allowance on account of
freight disadvantage of Rs. 5. Supposing that was ignor®l  completely,
there was no question of freight advantage or freight disadvantage to he taken
into account, then the price to the purchuser in Delhi would be Rs. 5 less
and the price to the purchaser in Madras wonld be Rs. 5 less. But the pur-
chaser in Delhi would still be paving moeve for the steel than the purchaser
in Madras, He did that belore protection was introduced.  He always paid
nore in Pellii than did the purchaser at the ports,

Mro Wiles—~"That is because the price is fixed by the outside niarket.

AMr. Mather—The coming inio being of the Indian industry has not
altered the situation at all. The difference in price of steel in different
parts of Tndia is essentiadly the same-and will remain the same.

Mr. Ddalal=-That is in accordance with their respective geographical
position,

Mr, Mother—1 submit that the ouly tactor which would serionsly affect
the position is the coming into oxistence of other steel works in Tndia itself,
those steel works being placed ossentialiy in o different position irom ours.
Unless that is possible, and we do not envisage it to he possible, this differ-
ence in price at some inland part of India and at the ports will continue
as it has heen in the past, practically a permanent thing dependent on rail-
way freight from the ports or from Jamshedpur to various destinations,

My, Wiles.—The fact remains that the iucreased price throughout India
which vou caleulute al Rs. 5 ug freight disadvantage would equally apply to
freight advantage avea as well as to treight disadvantage area.

My, Malher--We do not apply ic nwore heavily to the freight disadvantage
area.

Mr. Wies. —) say that both have to pay,
Mr. Mather.—-Yes.

Mr., Wiles- =Assuming there was no protection at all. [ take it there
ave two markets in India, one in which you have advantage aud the other
in which vour vivals have got advantage. T take it there wonld he ue
hard and fast line between those two markets:; there must be an indeter-
minate area in which vou would he prepared to sacrifice some of yvour advan-
tage and some area where your rivaly would he prepared to sacrifice some of
their advantage. You are both competing on equal terms.

Mr., Mather —Yes. That would depeud a good deal on the volume of
business,  Tf we were offered w higher price and found a dewand for our
steel, we would not he tempted to go beyvond what vou regard as our natural
limit i very good times when the demand was hig.

My, Wiles.—1t the demand was oqual 1 bhoth mavkets then the iwo
Factors wonld wipe cach other out and there would he no question of freight
disadvantage conpensation. B

Mr. Mather- “Chat is on the hypothesis that there is wo profection.

M. Wiles.—There wonld he no need to consider tfreight advantawe at all
in the protective scheme, I the demand in the two areas is :1p|n-d\'in|;1((\1\-
cqual  then there  can b no gustification for any freight |

| advantaae
compeusation,
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Mr. Dulal.--1f the demand was large enough and it exceeded our produc-
tive capacity.

Mr. Wiles.—=That mweans to sax you justify vour claim for freight com-
pensation by first establishing that vour competitors’ freight advantage are
much greater than yvours, that is to say that the demand in his market is
higger than yours and secondly that vour own market cannol absorb all
vour production,

Mr. Mather—Yes.

My, Wiles. <Is it casy to establish those two propositions?

Mr. Mather—The inahility of what vou may regard the natural market
to absorh our produetion, The very fact that in order to dispose of the not
excessive prodwetion that we have made in the past, we have to take 80
per cent, or more of Tndia’s total demand in many of these products is a
sufficient indication,

Mr. WWiles,—Tt might do in some circwnstances, but it wonld not establish
it in full. Have vou any idea what proportion of the demand in your
freight advantage area has heen met?

Mr. Mather— We do have figures,

Mr. TWiles.—All this is very arlificial, but you cannot have protection
without having all these actificial considerations. 1f you are going to claim
compensation for taking steel to Negapatum. you have got to justify that
von are rieht i sending it to Negapatam. That means to say that we want
to be satisfied that vou have absorbed the whole market within your freight
advantage avea.

My, Mather—¥ have figures heves  Ino 1932-33 we sold 20,000 tons of
untested heavy stractarals in freight advantage areas as against 10,000 tons
of siniilar material in freight disadvantage arcas. For light strueturals the
corvesponding figures are 9,000 tons in the freight advantage areas and 21,000
tony in the disadvantage areas. These are all untested.. For bars the sales
in the freight advantage aveas were 10,700 and in the freight disadvantage
areas 96,700 tons. T have some fignres for tested materials such as plates and
shoots,

Mr, Wiles.~ Can we nccept vour sales as being equivalent to the demand?

Mr. Mather—To the best of our ability we are constantly striving to
push our sales in the advaniage arcas, because it gives a higger net
realisation.

Mr. Wiles.—Have vou any idea of the total quantity of imported steel
sold in your freight advantage avea?

Mr. Dalol.—We have no means of collecting it. We are constantly trying
to sell as much as possible in our protected arecus, naturally because we make
the hest realisations and make more monev, TExcept for this competition
of the re-rolling mills and for some matervial which is oceasionally smuggled
from Kacachi to Tahore or for little variations of that kind, we :1ttmnp£ to
capture 100 per cent. of that mavket. Qur organisation is the most efficient
and competent for that purpose.

Mpr, Wies,—To what extent is the present condition of the market
abnornmal?  Will o revival of the demand be spread equally throughout lndia
within vour freight advantage area or outside it? Is it possible to say?

Mr. Mother.—T don’t think we have any ground to form an idea.

Mr. Mahindre.--One doesi’t know in which area they would start a very
hig project.  The sugar mills which have been started recently have been
more or less in that belt wherve the sugarcane is grown.

My Wiles.—That is o say the demand for steel is not constant?

Mr. Maliindra.~-No.

President, —That is the demand for {cgted steel. The demand for un-
tosted steel is o more regular factor
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Mr. Mather.—Yes. Even so therc has been a spurt in the time of building
sugar factories. There won't be a big constant demand. That is a passing
phase.

President . —Projects and things of that kind are not regularly recurring
things, but house building is a fairly normal thing. :

Mr, Mather.—Yes,

My, Dulal—There is no reason to assume that more lhouses arve built in
the Punjab than in other provinces.

Fresident.—If you have a very vast improvement in wheat prices, people
would invest money in houses in the Punjab.

Mr. Mather —Yes.

Mr. Wiles—When protection ceases, this compensation wilt have to be
provided by yourself by reduction in your costs.

Mr. Mather —~Normally that would of course he a set of circumstances
which would enahle protection to be removed and leave. us in a stable
condition.

Mr. Wiles.—That means you have got to reduce your costs—you know
the competing costs--to the extent they have a freight advantage over you.

Mr. Mather —Yes.

Mr. Wiles.—The other side of that statement is that the further you
extend your activities beyond your freight advantage areas, the greater will
be the cost of protection.

Mr. Mather.—Not necessarily. That would only happen if we are inecreas-
ing our activities outside our natural arcas unmecessarily. We make more
steel in order to be able to sell at Madras, having satisfied to the best of
our ability the complete demand of the freight advautage areas, we produce
additional steel in order to be able to supply to the freight disadvantage
areas,

Mr. Wiles—Tt must cost more so long as you are asking for protection
as a compensation for the disadvantage.

My, Mather.- -1t helps us very considerably to reduce the cost of all Uw
steel that we produce

Mr. Wiles.—Those two factors have got to be balanced.

Mr. Malher—Youn have seen the figures for the freight advantage and
disadvantage areas. If we sold no steel in [reight disadvantage areas, our
total production of these kinds of steel would be reduced by about two-thirds
or three-fourths. Then of course if 'we are operating on the basis of making
only 200,000 tons a year instead of 400.000 tons a yvear, all our costs at the
works itself would be very much higher.

Mr. Wiles.—As far as the public is concerned, there ought to be a
halance of advautage which they and you derive in the reduction of costs
due to the increased output and the additional cost they have got to pay
for your freight disadvantage.

My, Mather—The balance is in the public's favour. May we put it this
way: the allowance which we are asking the Board to give us for the
freight disadvantage is approximately Rs. 5 per ton. We consider that
Rs. 5 per ton does niot represent as much as the reduction in the cost of all
our steel. because we make the extra quantity which goes into the freight
disudvantage area.

M~». Dalal.—On the contrary reduciion in costs due to increase in output
is very much larger than the cost in the way of increased {reight.

President.—Mr. Dalal, we have received a representation from the
National Federation of Tron and Steel manufacturers in the United Kingdom.
Have you got a copy of it?

My, Dalal. We have.

Presidunt —-The Board would be glad if the Tata Tron and Steel Company
would send us any comments that they wish to make on that representatiaun

STEEL INDUSTRY M
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as early as possible. We propose to examine the representative of the
National Federation T think about the middle of December, prohably on the
17th or 18th December. bui we shonld like to get a statement of your views
on this representation at least a week hefore that,

Mpr, Dalal. —We shall try to do that,

Mr, Tiles.—T propose o take up just a few minutes more of your time
in further consideration of what 1 called elementary economies this morning.
Jan you give me an idea ol what vour average delivery charges ave?

My, Mather.—You mean the average cost of freight per ton.

My, Wiles.—Yes,

Mr. Mather —T am afraid we shall have to prepare it.

Mr. Wiles.—Could you just oive me an argumeniative figure? Rx 12
vou suggost as the cost of vour freignt disadvantage on billets.

Mr. Mather.—~Tt will he in the neighhourhood of that figure.

President.—How do vou wark ont vour hillk—f.o.r. destination?

Mr. Mather.—Yes.

President.—In that case vou onght to he ahle to collect your figures?

Mr. Mather —Yes,

Mr. Wiles.—Tt would be somewhere in the neighbourhood of Rs. 10 to
Rs. 12.

Myr. Mather —I don’t think that it will be as low as Rs. 10. But you may
take Rs. 12 for the sake of argunient

Mr. Wiles.—Rs. 12 scems torme to be high: However let us take Re. 12
for the sake of argpument. Y am soling 1o suggest to you that in caleulating
vour freight disadvantages vou have omitied a very considerable item amount-
ing*to aboul half the factors which enter into the question. You start
caleulating vour figure of disadvantuges in the Tndian ports instead of
the Continental ports.

My, Mather.~That is all we are comcerned with if the rest of the figures
are hased on c.i.{. prices. |

Mr. Wiles.—1 will come to that in a noment. Calling it purcly freight
disadvantage and pursuing that iden, T take it that the freight charges from
the Continental ports delivered in the Tndian ports would average about
Rs. 15.

Mr. Malher.—A little under-that. - It averages about €1 a ton; that is
from a Continental port to c.i.f. Indian port.

President —Including landing charges, it would be about Rs. 15.

Mr. Mather.-—Yes.

© Mr. Wiles.—Considering this fuctor purely from the point of view of
freight advantages and disadvantages you are in the position of having a
permanent advantage over foreign competitors of about Rs. 3 per ton, which
is the difference hetween Rs. 15 and 12,

Mer. Mather~—Yes, on ihat hasis, T don’t know that would be correct,
Tt might bc higher. In culeulating Rs. 15 as the cost of freight, vou are
simply carrving it to the port.

My, Wiles.—You have {o add the average cost of cavryving it from the port.

Mr. Mather.—Yes.

Mr. Wiles,—From that point ol view yon must have a considerable
advantage.

Mr. Mather.—QOn an average. but not io all destinations.

Myr. Wiles—So that whan we use the term ¢ freight disadvantage ' we
are using a misleading phrase.

Mr, Mather—) submit it iy not.

My, Wiles.—1 am talking of the average man in the street. When you
are asking for freight disadvaniage, he will arpue vou are entirely ignoring
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the fuct thgt most of the steel is coming from outside the country. TFrom
ithat point of view he is correct that you have no {reight disadvantage as
compared with the originul cost of steel, -

My, Mather —I1{ our position is being compared with that of the manu-
facturer in Europe or some other country then on the average we don’t have
freight disadvantage. -

President.—1hat is to say it yvou take an griicle like bars you suggest
i duty of Rs, A7, that is the tariff protection that you claim.  Now you have
a natural advantage over the foreign manufacturer which is measured by the
sea freight.,

Mr. Mathor.—Not merely that; you may regard it as a natural advantage
to the oxtent of average cost of delivery from a forcign works toeits ultimate
destination. :

President.— Thix Rs, 47 allows for that. [For the internal market, what
1 wm suggesting is but for the fact that there is a natural protection which
you get beeasuse foreign goods have to bear the sea freight—if that element
were absent—the taritf protection would have to be not Rs. 47 but Rs. 47
plus the sea freight.

Mr. Dalal.—Undoubtedly,

President.—So that the total protection that yon get is the tariff pro-
tection plus sea freight protection.

Mr. Dalal.--Yes.

Mr. Wiles—] am not building more on this than the counclusion I have
already given that the phrase is veallyia misnomer. It would he better to
use another phrase. When yourare really asking for protection, it is not
against reight disadvantage. 1t is due partly to the fact that your
costs are higher than the costs of the foreign manufacturer; it also includes
the fact that foreign firms-—Continental firnis in particolar—-are content to
deliver their products at Indian ports at a price which does not recoup them
to the full extent of their overhead charges, They are content with a
smaller overhead.

Mr. Mather—Yes.

My, Wiles—1t is really against that that you arve asking for protection.

Mr. Mather.—Yes. 1 think you will find in that connection that although
of course when woe come to refer to this point for the sake of convenience
we simply use the words ' freight disadvantage ”’, we do make it clear in our
representation that we are concerned merely with the internal markets—-sec
Ist paragraph on page 32.

My, Wiles—1 think that every one who has studied the question does
realise whuat it weans. 1 am only angious that the public should not he
misled,

Mr. Mather—Yon are quite right.

President, T think in the earlier stages of the history of steel protection
ihe Board used the phrase railway freight advantage and railway freight
disadvantage.

Mr. Mather—1 think that that phrase has been used.

President.—1 thinle it is clear that the sea freight has not heen taken
into account.

Myr. Wiles—I now want to ask a few more questions about the point we
discussed yestevrday of small mills.  You told us yvesterday, Mr. Mather, that
in your opinion there was uo place in India for re-rolling mills,

Mr. Mather~-Not no place, but a limited place.

Me. Wims.—And vou quoted from what had happened in England where
in spite of protective duty in England re-rolling mills had not suffered;

on the contrary they had gone alkad. You don’t mean to imply that the
duty which you are proposing in Tndia will not hinder the re-volling mills?

M2
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Mr., Mather.-—1 am notl asking the Board to draw any particujar implica-
tion from that cxcept meroly that in other countries where it hus been
found necessary to protect the Steel industry as such, protection has beon
granted also to semi-finished products and that is not sunply the re-rolling
industry.

Mr, Wiles.—Re-rolling mills in England have perhaps a dozen factories
whom they can apply fqr billots.

Mr. Mather.—They have.

Mr. Wiles.—We are in a different situation in India.

Mr. Mather.—Yes,

Mr, TFilgg.—But you have gone further than that in your representation.
You have asked for an excessive duty, as | understand it, for the express
purpose of suppressing these re-rolling mills.

_ Mr, Muther.—No, not for express purpose of suppressing these mills but
in order to ensure that if they are established they can utilise our billets
at a price which will give us a fair selling price.

Mr. Wiles.—You don’t want to suppress the re-rolling mills, but you want
them to use lndian raw materials,

Mr, Mather, Yes. If they wse our materials we have no intention of
SU])])I‘(“HSi]lK t-hem.

Mr. Wiles.—The war which yon have heen waging against re-rolling mills
is going to cease,

Mr. Mather.—There has becu no war against re-rollers of semis except
people to whom we huve supplied.  For the ordinary market there have
been no re-rollers of semis until two months ago. Almost every re-roller
has been a re-roller of scrap who is in an entirely different position. These
re-rollers will not be substantially affected by the proposal we have made.

Mr. Wiles.—T find it a little difficult to differentiate. T take it that a
re-roller would naturally start on whichever raw material he ean get, but 1
should imagine the great mujority of the re-rollers hope to get your hillets
some day.

My, Mather—Y don't think se,

Mr. Wilez.—~The supply of vaw materials in the form of serap is very
limited.

Mr. Mather.- It is limited.

Mr. Wiles.—T should not put it-more than 25000 tons a year. Ts it too
much?

Mr. Mather—We have tried from time to time to form conflicting esti-
mates it different times by different individuals connected with the Steel
Company. [ am afraid we have no source of information.

te

Mr. Wiles.—As far as we can judge (I lave not had time to take out
figures which have been supplied to us hy railways, bt T faney that) it
would be somewhere abont 25.000 tons per annum. The total amount of
serap is let ug sax about 60.000 tuns. But the proportion of it which is
available for re-rolling is ahbout one-fourth of that.

Mr. Mather.—X have no reason to doubt your fignres.

Mr. Wiles.—You don’t worry ahou lem %o long as they confine them-
Mr. Wiles.—Y Ton’t v about ti | the; fi tl
selves to re-rolling from scrap.

Mr. Mather.—Quite.

Mr. Wiles.—-T cannot get away from the fecling, not a very determined
feeling vet but based on primd fucie evidence, that the course of future
progress of the steel industry in Tndia will rest very largely on small mills.
Ve have not had anv decided evidence of any large works likely to start.
Tt seems to me not at all improbable that the course of the future mayv he
throngh the progress of small mills, Ti that is so, vour attitude towards
these mills is essentially finportant. TForp instance, what is going to be thae
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amount of surplus billets available tor outsiders which will be produced in
your works®

Myr. Mather —We should be able to produce a larger quantity than we
have included in the programme, .

President —Over and above your present requirements including the
Tinplate Company and the Indian Steel Wire Products, you may produce
100,000 tons more.

Mr. Mather—1 should not set it as high as shat. 1 don’t think we can
regularly produce 100,000 tons. On the basis of figures that we have been
discussing earlier this week, we arrived at 90,000 tons over and above the
others. You yourself saw the probability that the Indian Steel and Wire
Products might requive substantially more billets than what had been provided
for in our programme. On the whole 1 think the surplus whictwis likely to
be available for other concerns is not more than 60,000 to 70,000 tons.

Mr. Wiles.—We have got a very considerable balance of steel trade in
India to be provided for—the halance between the total production and the
total demand?

Mr. Mather. Yes.

Mr., Wiles.--1f India is to become entirely self-supporting in steel -the
ideal T understand which some people put forward—either billets will come
in and be re-rolled or steel will come in in the form of finished produects.
The demaud has to be ‘snpplied somehow.

Mr., Muather.~May 1 submit thal your view appears to be that that
demand is going to be supplied at any rate to a substantial extent by the
re-rolling of billets rather than by the setting up of an additional stee
works or some other substantial- addition to the actual steel producing
capacity of India.

Mr. Wiles.—T am not giving any views but | am suggesting that it scems
likely on the evidence.

Mr. Mather.—May 1 submit that a policy which proceeds on that assump-
tion is a policy which is not very likely to prove in the long run consistent
with the conditions laid down by the Fiscal Commission that the industry
protected should be sugh as having a reasonable prospect of being able ulti-
mately to dispense with protection. T see wvery little prospect in future
for these re-rolling mills except in so far as they are dealing with special
products in relatively small gnantities, and to that extent 1 say relatively
re-rolling mills will never he auble to dispense with protection.

Mr. Wiles.—Your point being that you are not able to supply the raw
materials and unless some other large works starts?

Mr. Mather—1f we for instance can dispense with protection for our
own manufactures at Jamshedpur after a few years, it is a presumption that
we can cither expand our own production or some other company might
come in and start manufacture as we are doing; it can produce the balance
of the requirements of bars. But I do not think that small mills scattered
all over the country would he able to dispense with protection. They have
no natural advantage for the conversion of Tndian steel iuto finished product
over the steel works itsell; rather they have a disaudvantage. They have to
pay more for their coal and their labour, and for their conversion, and
although working in a relatively restricted arca I suggest that in the long
run big steel works whether it is one big works or some other works starting
up would beat them at the game with the exception of a small guantity of
rather specialised product.

.

Presidenl.—The conditions of the Fiscal Commission are not relevant in
this discussion because if re-rolling mills rolling products that yeu arve
making come into existence, they do so because of the benefits they dorive
incidentally from the duties which are prescribed for you. We do not
prescribe speecial duties for them.

Mr. Mather.—1 quite veulise that. 1 am merely suggesting that if the
- scheme of protection is adjusted i1n such a way as to give special facilities



176

for the re-rolling industry as against the steet producing industry, T.}l(.“l..l Lo
that extent it is not working in accordance with the conditious o the IMiscal
Commission and ultimately will defeat its own object. The .p('ll’l()(l of
protection required would he longer und there would also be gleluutdy the
possibility that if another steel worls crops up then, assuming that the
major steel industry is capable of increasing its production to the desived
extent, another steel works and ourselves will certainly be i a better posi
tion to supply. If the scheme of protection has to some extent been
adjusted to facilitate the eStablishment of these re-rolling mills, then T say
cncouragement has been given to an industry which has no permanent
prospect ol success and the object will be defeated by the industry being
scattered within India.

My, Wiles. I never contended thai the whole of the balauce of trade
can be supplied by small re-rolling wills. 1 am suggesting that there s a
recognised place for a number of re-rolling mills in the steel cconomy of
India. You do not fear, | take it, that small re-rolling mills can convert at
a cost lower than yours?

Mr. Mather, No.

My, Wiles,—That being so why do you insist on the necessity for a
fixed price in the few instances in which you agree to give them billets?

Mr. Muather~-Because if a re-rofling will established mainly to roll
rather special kinds of waterial in smaller quantities, if such a mill in
order to fill up the gap in its orders occasionally rolls our kinds of hars tt
might be iu a position to put those on the market, I won't say regardless
of price, but not having a permanent organisation for the sale of ordinary
common har, it might very well find it -more convenient to sell these
occasional products av a lower price in order to gev rid of them and might
thus very seriously interfere with our price,

Mr. Wiles,—It seems not very credible that any re-rolling mill will find
it convenient to sell its product at a price lower than yours.

Mr. Mather —I am not suggesting that they will soll at below their
works costs,

Mr., Wiles. T am including the overheads also.

- My Mather —This they can aflord; it would pay them beilter. Suppose
it is working for three months and then runs inte a slack period and then
finds that it can start again: it will pay them better ju order to keep the
will going to sell their product as such a price as wonld cover their works
costs rather than shut down altogether.

Mr., TWies.—That seems to indicate that given certain  civcumstances
there is a real place for a certain number of re-volling wmills,  You jusi
indicated one item yourself, riz,, the provision of small orders which it
would not pay you to make at your own mills.

Mr. Mather —Yes, special sections,

Mro Wiles- -Not only small orders for stuff which you do not make but
products which you do make hut which would not pay you to supply on an
uneconomical scale.

Mr. Mather.—We eau supply small orders: we can and do accept orders
for a single wagon load of every section that we make, orders for 2 tons,
3 tons and wix that with some other articles and make n wagon load.

Mr. Wiles -Ave there uot small orders where a wagon load would be
seessive, demands which niay be more conveniently sapplied by small mills
at a mowment’s notice?

Mr. Mather.—Re-rolling wills can’t distribate on an economical basis,
Iu order to facilitate weeting of occasional small orvders we have sot up
stockyards in various parts of the conutry.

A, Wiles.— Ts it vot a fact that many re-rolling mills in India can meet
thesc small orders for special sections gnore economically than these hig
mills?
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Mr. Mather—Not to the extent to which they depend on billets. Re-
volling from scrap is on a different footing.

President —Purely on the question of scrap, scrap is an indigencas
material; when you start with scrap and not billets your total cost may he
such as 1o enable you ultimately to dispense with protection.

Mr. Mather.- -1t might,

I’resident. —From thut poiunt of view ol re-rolling wills that use scrap
may easily come within the scope of the condifions laid down by the Fiscal
Commission ¢

Mr. Mather.—1 realise that possibility.

Mr. Wiles.—While on ihe guestion of scrap I would like to ask one or
iwo questions which have been put to us hy wmills of that tgpe. They do
compete fairly serviously with you in certain of -your markets; to that
extent you find it necessary to resort to tacties sbhall 1 say to push yow
goods within your markets.

Mr. Mather— Our dealers are depeudent on haudling our steel and
apart trom this competition do a [fairly regular business. They find it
necessary from time to time to come along to us and say such and such
ro-rolling mill re-rolling from serap for the time being has ent prices so
much, give us reduced rates, some concession to keep our business alive.

Mr. Wiles.- There was one instance which was quoted yesterday, which
I understand will not he repeated, in which you attempted to buy up all
the available scrap?

Mr. Mather.— No.

Mr. Wiles—One other poiut which has been made in the other repre-
sentation ix that your own serap which might go into the Tndian market
has in some iustances gone abroad.

Mr., Mather~—~We sell a large quantity of scrap, but not of kinds which
can go into the Indian muarket. We sell frecly all our bloom hutts abroad.
None of the ve-rolling mills can do anythine with these even if we lad
given them free.

My, Wiles. =1t is said that you have sent scrap to Japan which enables
them to compete with articles made in India.

Mr. Mather.—It is practically all heavy melting scrap not fit for re-roli-
ing. We get much better realisation for sueh serap.

Tresident.—What sort of scrap s exported by the railways?

Mr. ])alul‘.——Nm\.'-a-da,y5 a lot' of fit is heing purchased in the country
by the re-rolling mills.

Lresident. —The sort of serap used on a re-rolling mill comes [rom the
raifways?

Mro Dalal. -\ great deal is being bought up-country by these mills,

Mr. Wdes =T understand you arve prepared 1o give special terms Lo
certain re-rolling mills provided they do not compete with your own products,
that is to say they will voll products which you do not roll yoursclves.
Those terms will have no rveference to any duty?

Me. Dalol—That would be our faie selling price exclusive of duty,

Mr, Wiles., -On the other hand you propose that Lo the extent Lo which
the rolling wmills are going to compete with you. you will charge them
the full market price. What do you mean by {ull market price?

Mr. Dalal.-~Import price plus duty, but the whole of this is condi-
tional on there beingr a protective duty.

My, Wiles. -When you say duty what duiy are you rveferring to?

Mr, Dalal~ Protective duty.

Mr. Wiles.—Is it prohable that the sale of billets at such a price would
help these re-rolling wills 1in any way? T understand they could not compete
with foriegn products on those icrms,
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Mr, Muther—We were discussing the mutter yesterday ou the assump-
tion ‘put forward by the President that it was at times ineviteble that
they should do that. 1 gather that it has been urged by the re-rollers
that it is inevitable that from time to time they should roll ordinavy
products. 1t seems to us reasonable that they should in that case pay a
price for their billets tor these ovdinary products which ensures to us
adeguate revurn on the steel we sell to them and we cannot be called upon
to give them any concession on hillets sold in that way.

Mr, Wies—Can they compete with your

My, Mather— It is possible they connot compete.

My, Wiles. 10 they can't compeie with you they can’t compete with
anybody. Then why talk about special selling rates at all?

Mr, Mather.—1s it to be expected that we should supply billets at coun-
cession rates to enable them to sell agaiust us? We are not pavticularly
anxious to supply billets to them and if as they contend, it is inevitable
and unavoidable that in the eoperations of manufacturing special sections
they should from time to time make some of the others, then we say these
are our terms on which we can supply them billets,

President. -The pomt ihat I had in wind is this. In regard o the
special materials a ve-rolling mull like Messvs. Henry Williams has got to
compete with similar materials hmported from abroad. On such figures as
we have seen it would be Impossible for thewm If they hought billets af
import price plus the protective duty that you suggest, to produce them
and place them on the market at a price which would enable them to
compete, Therefore it is hmportunt in order to help them to compete that
their billets should be supplied to them at as low a price as you can afford
to sell them., As regards ordinary sections which they place oceasionally
on the market, you sell your billets at the full market price: it you sell
your billets at the full market price it would be impossible for them to get
s full market price for those sections that would cover their costs and
would also give them a fair return on capital. Therefore i the case of such
sections for the small quantities they have got to dispose of they will
have to sell at a price which will simply cover their out-of-pocket expenses
and therefore if they buy their hillets ut the full market price what would
happen is not that {hey would not be able to sell them but they would
sell them at a price which would cover their out-of-pocket expenses but
would not cover anything else, But as regards the greater hulk of their
production they will get their works cost, depreciation and also return on
capital.

Mr. Mather.—That is satisfactory lvow their point of view and from our
point of view. We should uaturally want that part of the business to
develop as rapidly as possible.

Mr. Wiles.—In that case there can be no yuestion in your agreement
on your sale of hillets of an agreed price, as you said yesterday.

Mr, Mather. -1 don’t see any objection to our asking that in the case of
ordinary bars they should not sell below the price at which we are selling
because the fact that we are selling at that price shows that it is possible
to get that price in the market. If we find that we can do it, it ought
to be possible for them to get that price. Tt is to their interest that we
sliould be helped to get the maximum prico. We can probably arrange to
make some joint selling arrangement so as to help them in putting them
in the market.

M. Wiles.—Ex hypothesi they ave selling below their economic price.

Mr, Mather.—Even if they are selling below their economic price it is
sound for them to get the maximum price in the market.

M». Wiles. In regard to mills which roll products which you do not
compete with, you propose to attach a condition that if you ever want to
roll the products yourselves, you should give them notice, so that they



179

must, presumably, cluose down, the implication being that you will cease to
supply hillets?

Mr. Malliier.—That is with reference to the Indiun Steel and Wire
Products.  The question has not yetr arisen,

Mr., Wiles—1 am referring to the future. You attach a condition
that you should give a year's notice?

Mr. Mather--We have suggested that condition only in one case.

Mr, TWiles. 1t 1s not meant to be of general application?

My, Mather—We are not thinking of any general application,

My, Wiles.—Are not similar cases likely to come aboutf Assuming so,
would you give similar terms?

Mr. Mather. 1 do not know, it is very doubtful.

Mr. Wiles- Asswming they do, would you be prepared to give simitar
terms? I only raise this, hecause it seems a little hard on any firm that
they should be induced to put money into a plant to produce various
products and suddeuly be given notice that they should stop muaking them.

Mr. Muther. We are not wducing them to do i1t in that way. We
are not trying to persuade these people to invest their capital in ihat way.
1t is because of thuat possibility of inducement that 1 would, if T may, like
to stress again the importance of keeping an eye on the future possibilities
of the Steel industry and of avoiding such a special adaptation of a
scheme of protection as will afford some kind of inducement for the invest-
ment of capital in a way which admittedly would be justified n some
particular cases- iu some cases may be justified temporarily and in some
for a long time—but if we never got free from protection, as we hope to do
would be in a radically different position. If we come before the Board,
the Legislature and the country and say: ‘¢ thank you for the protection
given us in the past; we do not need il in future and protective duties
may be reduced considerably ’, then 1 submit that some of the people who
may have heen induced by special adaptation of the protective scheme to
lnvest capital would find that theit inveéstment was not a good one.

Mr. Wiles---This doesn’t mean that when protection is withdrawn, the
Tata lron and Steel Company is going to cease its responsibility to these
subsidiary companies?

Mr, Dualal.—Not in ihe slightest degree. But 1 do envisage al some
time in the next few years, whether within this particular period of 7
years or comparatively shortly after that, if India does return to bhig
demand, there would be another big steel works set up and if that steel
works can and presumably will he able to operate as efficiently as we can
and if we then reach the stage of being able to do without protection,
then the actual steel makers, whether the Tata Iron and Steel Company
alone or two or three others will be able to beat the re-rollers over the
supply of the requirements of the whole of India. When we reach the stage
of working efliciently, it will be sounder economic for the great bulk of
these things to be dome hy the steel works themselves, T hope it is not
asstimed by you that we made a condition in the case of any future works
rolling products which we don’t make, that the moment we desire to voll
them, we should give them notice. This is special to this particular works
omly.

My, Wiles—I only want to bring to your notice that it was never
contemplated in any protective scheme that Tatas should be given a mono-
poly. You realise that anything which would mislead the public into
thinking that von wish to become monopolists must be avoided.

Mr. Dalal. -1 particularly stressed this point and even this particular
issue between us and the Tudian Sieel and Wire Products, as I mentioned
yosterday, 13 subject to amy advice which the Tariff Board or the President
is disposed to give us. We have our own reasons with regard to only two
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or three kinds of articles which they wish to mauufacture for not wishing
them to go abead with them, Apart trom that we don’t mind.

Me, Motiher—It is very largely becanse we don't wish to become wono-
polists.  We don't contemplate that we shall be monopolists, We shall be
much less monopolists than we arce now. We suggest that schemes based
o undertakingy by the Tata Jromw and Steel Company will not be per-
manently stable, because there may be somebody else coming in who are
not parties to such andertakjugs.

Mr. Dylal. 8o far as the 1e-rolling mills are concerned, might L make
the position clear?

Mr. Nateswp,—In view ol the unportauce of this yuestion of re-rolling
nills, I wish o pursuc it a [ittle lurther. L take 1t that you are not
very much coficerned with those re-rolling wills which are using scrap
only.

Mo Dalal ~-We are not concerned.  1f we are going to adopt such a dog
ur the magger policy, we are certam that the ‘farill Board is not goiug
to support such an attitude,  We are not concerued i so far as they are
rolling products from serap except o tlos way that I notice—l may be
niistaken, some tendency on the part of the Tarfl Board that we bave
entered into a sort of wnholy competition with these mills rolling out of
serap,  Many of them have made representations in a somewhat exaggevated
language. 1 think that there v likely to be some misunderstanding.  They
are quite tree to roll products and compete with us, but then the position
arises whether in view of the verytavge stake that unot only we have
but also the country has 1n eoveoindustey; we should do anything at all
to meet the competition if v arises particularcly w our most advantageous
areas as it has actually doned Now, what we did in the case of the high
carbon steel was, we sald paterial which is comparable with the material
with which they were themselves dealing. They were also dealiug with rail
steel and we sold it at a price which vielded us a profit. We sold it in
order to safeguard the intercars of ‘onr dealers, who personally und by
innumerable letters asked us to save the sitnation and we had o assist
them, Now it is for the Tarii Board to say whether we should be pre-
vented even from doing those things, losing our valuable markets, or
whether the Tariff Board expects us 1o make the hest possible use of the
protection that they have given us in order that we mav be able (o
dispense with i1t in as <hort a time as possihle,  We cannot bave it hoth
ways.  We must either sell the largest output in the best possible arca,
in the most advantageous manner ‘that we can or else we should allow
these peeple to compete with us with material which is not strietly com-
parable with our natecial and tose our market. Tf we do that, then the
question arises whether this would he one of the items which we should put
oas requiring an additional easure of protection,

Mro Natesan, I shall put on one wore guestion.  Oun veading through
the correspoudence awd the memoranda submitted by the vavious re-rollers,
I find in the course of your business relations, you being the stronger
party and they being the weaker party, you have had differences. Tlave
I sy reason o believe that these differences have reached a somewhat
veute stage when the question of rencwing protection is being considered,

Mr. Mather. - We don't say that the diffierences have Twen partienfarly
acute and we are not conscious of any such thing at all.

Mr. Natesan.—1 only want to know whether these differences have
asstimed a somewhat acute stage when the question of reconsideration of
protection  comes. ,

Mr. Mather —That is ol course natural,

Mr. Nodesani-- For the first time vou are asking « protective duty on
hillets.  What has exactly happencd in the interval to induce vousto make
this vequest?

Mr. 7)(:[(:/.». These proposals of mills voléing sections fron foreign billety
or imported billets have been mooied for the first time in recent vears.
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Mr. Nutesan.—Do | understand that you are not afraid ot the importi-
tion of billets from England?

Mr. Mather, “There is not much likelihood.

Mr. Nutesan.— Your chiel fear is in regard to Continental biflets.

Mr. Mathier.—Yes.

Mr. Nateswi-—~You were talking of a raid yesterday and day belore
vesterday. Do you think that it would be mgre or less a raid ol Continental
hillets in this country.

My, Mather—That is uot the position. Our position is that in so far
as we are able to supply billets and in so far as we are able -to mect
the conditions laid down in the Fiscal Commission, there is no reason why
this material should he made out of imported billets. Now we have agreed
what appears to us o be a very reasouable solution of the matter that
we shall supply these billets at only our fair selling price and nothing wmore.
I may make it perlectly clear that in so far as there are any other firms
avising to  utilise materials for rolling things which we don't roll, we
not only huve nothing to compete with them, but we welcome such new
developments as providing [or one thing a larger outlet for our own semis
finished raw materials,

M. Natesan.—Besides the circmmustances you have mentioned, do you
jear that Contiuental firms who are interested in putting these biflets in
fndia max give sy sort of help 1o peaple who use them here?

Mr., Dalol—These are receni developments,

M. Natesan.—) tind in thoe newspapers similar things being said in
regard to other industries,

Mr. Dalad-=We have no definite kpowledge of any such thing. But it
is not unlikely that arrangements of - such’ o nature with Continental
manufactorers may be eutered into.

Mr. Natesan.—You have repeated it in the same form i answer to a
guestion put by Mr., Wiles that in any arrabpgement that you may come
to with re-rolling wills, you will insist on 2 proviso that they should not
ve-roll sectious which vou roll.  Why wre vou very keeu about this parti-
cular provision ¥

Mr, Mather —-With regard to that provision we emme to some under-
standing yesterday. LI that particular aaill regards it as absolutely neces-
sary that it sheuld roll a certain smaller percentage of material which
comes into direct competition with us, then that percentage should he
strictly defined,  That would be a matter of avrangement between that
particular mill and ourselves and they showd then buy the hillets that ave
reguived for the rolling of sucli materials at our fair price which would
include the duty.

Mr, Natesun. —1 find in statement 4 that at present you ave supplying
N2 per cent. of the consumption of hars produced by yon,

Mr. Mather.—Yes,

Mr. Natesan. ~Ts it vour contention that you yourself should he allowed
(o fill up the gap, I it was so, could you vreally do so in a reasonabls
short time.

Me. Muther.—As Tar as possible.  We will certainly make an eudeavour
to meet the whole demand of India.

Mr, Natesan, =There is w gap of 18 per cont.

My, Mather —Yes,

Mr, Naleson.. You could?

My, Matler—We might be able to produce a little more b and at
the same ime the conutry’s demand may go wp heyond (hat.

Mr. Natesan. —You canuot possibly have auy objection to re-volling mills
producing all other sections?
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Mr. Dulul.—We have wno particular objection to re-rvolling mills using
. sections not rolled by us except to the extent referred to by Mr. ®Mather

that is it there is any unusual development which 1s not of a healthy
nature aund which might stop either oursclves or some other firm from
dealing with such materials on a larger scale. To that extent we may
have to say something with regard to the matter.

Mr. Natesun.—The other day L brought to your notice that taking the
import figures for 1930-31 which is a more favourable year that bars to the
tune of Rs, 91 lakhs were imported. This, 1 presume, includes more or
less all other sections not produced by you which may be roughly taken
at about Rs, 70 lakhs. Do you think that this amount of Rs. 70 lakhs
will give sufficient scope for the existing re-rolling mills and a few others
that may be sta®ted?

Mr, Mather—There is no scope for mauy re-rolling nulls.

Mr. Nalesan.—Thercfore 1 am thinking that this balance of Rs. 70
lakhs is a sufficient amount for these people to come.

Mr, Dalal.—There is not very much scope for expansion in that way.

Mr. Natesan.— Tf the re-rolling mills confine themselves to sections not
produced by you and cover gradually the amount of Rs. 70 lakhs and you
simultaneously cover up the deficiency of 18 per cent. in your own sections,
can the Tariff Board have the satisfaction that the country ere long will
becoine self-supporting at least so far as importation of foreign bars arve
voncerned.

Mr, Mather.—1 thiuk so to.a very large extent if not 100 per cent.

Mr, Nalesan.—1 tried to go through the figures. Could it he that
nearly Rs. 2 crores worth of bars come to India?

Mr. Mather.—Ilmportation of bars last year was Rs. 57 lakhs.

Mr, Notesan.—Rs. 90 lakhs 1s the amount of imports and you are irying
to fill a certain portion. Qut of this Rs. 90 lakhs vou cover some and the
balance is the field left to the re-rolling mills if they are not interfered
with. The Tariff Board will bave the satisfaction that in having given
you protection, at least, so far as one of the principal hnes of imports
15 concerned, the country in a few years will become self supporting,

Mr, Mather. -For bars, that'is not at all an unlikely development,

Mr, Natesan. -1 do unot know what decision the Taviff Board will come
to, but it they come to a decision, at least they must have the satis
faction that at least between you aud. other rolling mills; this entire
tmport could be covered and the country will be self-sufficient in regard to
this particular matter. You feel reasonably certain of that?

Myr. Dalal— 1 think so.

President.—Taking the figures of 1930-31 the surplus consumption in
lndia over and above that you have supplied consists to a relatively small
extent of protected bars.

Mr. Mather.—1 have the figures of 1930-31.

President -~Can you give us those figures?

Mr. Mather —51,000 tons of protected bhars and 36,000 tons of non-
protected.

President —-Your future estimate, how does that compare with this
figure?

Mr. Mather. Our future estimate is 80,000 tons of hars as against an
actual production of 77,000 tons in 1930-31.

President.- You don’t propose to increasc vour output of hars to more
than 80,000 toms,

My, Mather—We don’t expeet 1o average more than that.

President. ~That is to say it is about 10,000 tons less than wour cutput
on bars in 1032-33.

Mr. Mather.—6,000 tons less. We are making 86,000 tons.
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President.—Therefore leaving out the unprotected class of bars, thore
would be room for somewhere about 40,000 tons of bars.

Mr, Mather—That is on the 1930-81 basis.

President.—Let us take the latest figures.

My, Mather—The latest figures for 1932-33 is 22,000 tons of protected
bars.

President.~Therefore if the demand doeg not increase, that will prac-
tically be the imports.

Mr. Mather.—Yes.

President.—Because more or less your output is going to remain steady
so that you can count on 22,000 tons unless there is a general improve-
ment in the country’s demand for steel.

Mr, Mather.—Yes.

President,—That would be the quantity of protected class of hars which
might be supplied by other mills in the country. Tho rest would he
unprotected class. If you take the unprotected class of bars, 36,000 tons,
the much greater part of it might be supplied by the Tndian Steel and Wire
Proaucts.

Mr. Mather.—I1 think so. CUltimately the Indian Steel and Wire Products
could do a large share of that.

President.—If you are arguing on the basis of 1932-33 figures, there is
room for 25,000 tons of bars to be supplied by other mills in the country
than the Tata Tron and Steel Company.

Mr. Mather.—Yes.

Myr. Dalal.—You have made some allowance for some other firins supply-
ing unprotected bars besides Indian Steel and Wire Products.

President.—If you are arguing on the bhasis of 1930-31, the unprotected
bhars come to 32,000 tons.

Mr. Mather —47 000 tons for 1932-33.

President —If you assume the capacity of the Indian Steel and Wire
Products about 45,000 tons which is their maximum capacity and take 15,000
tons out of it as corresponding to wire rod, then you get a surplus of 30,000
tons. If you take 30,000 tons out of this on the 1932-38 figures, yvou havo
about 15,000 tons unprotected bavs and say 20 000 tons protected bars,
That will give you a figure of 30,000 tons altogether,

Mr. Mather.—Yes.

President.-—You tell me, Mr. Mabindra, that according to vour estimate
of the total quantity of bars and sections now made by re-rolling mills
using scrap in the Punjab and the United Provinces areas is approxi-
mately 20,000 tons.

Mr. Mahindra.~1 think that it is their maximum capacity, but I do
not think that they are rolling more than 10,000 to 12,000 tons.

President. -There is room for expansion to the extent of 20,000 tons.

Mr, Mahindra.—Yes.

Mr. Natesan.-—-Do 1 undersiand the position correctly—may 1 state it
this way—that hetween you and the lndian Steel and Wire Products, if
conditions go on tavourably economically speaking, there is every prospect
of the whole field of imports on this particular line being covered up?

Mr. Mather.—Practically, at the present level of demand.

Mr. Natesun. Am 1 going too far when T say that in the best interests
of the country vourself and the re-rolling mills should soon come to a
working arrangement, along lines of rationalisation about which one hewnrs
S0 mun%} im England and abrond?

Dalal.—You mean conwlementary arrangements for production and
wle zuld things like that?
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Mr, Natesan.—Yes.

Mr, Dalal.~ We should welcome that.

Mr. Natesun.—) don't press the point auy further because you will abide
by the arrangement that the President or the Board may suggest.

My, Dalal,  Yes, '

My, Natesono This morning 1 think it was Mr. Mather who said in
answer to the President with gegard to ditferential duties that it did not
matter wmuel to you. Can you tell us how it will affect the intevests
of the Indimn consumer? You ought to have studied this question. |
hope | have noted i1t down correctly.

Mr. Mather. The difference to the Indian consumer will of course he
essentially a prece difference and the indivect elfects of the price difference.
Yet, if we take the duties as they are set out tn Table X, that iz including
the adjusiments on account of surplus of rails and ~so on (you will examine
this position when vou arrive at more definite figures), the position would
be this. Tested sections would he available for Tndia at Rs. 15 cheaper
than they would otherwise be. 1f the differentiation were hronght into
force, the tested sections would he available at a cheaper price than they
would otherwise he. hui untested sections would cost Rs. 3 wmore.  Accord-
ing to Tahle X of our representation. tested hars would be available to the
consumer at Rs. 17 less under the scheme of differentinl dnties then under
uniform duties.

Mr. Natesan, You need not discuss item by item.

Mvr. Mather—The general position whuld he that tested steel for use by
engineering firms and so on would. be substautially cheaper and non-tested
steel would be a little dearer under differential duties than they would be
under a uniform rate of duty, but vot to anything like the same extent
as the extra cheapwness of the tested steel,

Mr. Natesan.—-As regards tensile steel, do T understand yon to say that
vou are already making tensile steel and that you will he able to make
tensile steel unless it be that somebudy specifies n new composition as it
were?

Mr. Dalal —Unless somebody  specifies something  which s actually
patented by some other firm.

Mr. Natesan.—In that way vou will he knocked out?

Mr. Dalal. That wmight lknoek us out; otherwise we ave in a position
te make it.

Mr. Natesan.-T propose to put a few questions in respeet of sales.
Generally from my experience T find that Tata’s products are popular,
tairly popular, but T find from the statement that you have supplied that
tho system of sales that you have adopted is somewhat complicated and
varies from place to place. [ have been told that this is unavoidable.
tlowever | am trying to uuderstand it.  The first thing T should like to ask
is: have you made all possible efforts to push your goods in different parts
ol India?

My, Mahindra—We are interested in pushing the sales of these produets
as much as possible and we are doing the best wo can.

Mr. Natesan.—Mr. Wiles hrought to your notice the fact that naturally
vou would be tempted to sell your goods in what is called the protected
area, and fight shy of the froight disadvantage areas. The steel industry
i oa key industry and it should be your endeavour in the interests of this
country to sell your products in every nook and corner of Tndia.

Mr. Mohindra —Naturally, we supply all the steel in the areas where
we ohtain highest realisations.

AMr. Natesan.--Do T understand you to say that if from the protected,
i.o., freight advantage area you get very lavge orders, vou will neglect
other areas of the country?
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Mr. Mahindra, =We are expected to get the highest realisations. So
we have o supply these areas in which we get the hest price.

My, Natesan.~—You ave talking from the purely commercial point of
view. The steel indusiry is o key industry. Supposing youn get enough
orders from Bengal and TUnited Provinces and there are also orders from
olher aveas, like Madras, vou won’t supply them cven though they are
anxious to get vour steel?

Meo Mather o M1 mav, 1 owould point ovt that protection has always
Feen calenlated as thangh the Tata Tron and Steel Company would operate
as far as 14 can as a commercial concern. We have never been given an
extra rupee protection on the ground that we should be expected to sell in
freight disadvantage acveas, that ix to say, in order to supply equally all
over India.

Mr. Natesan. What is the wmeaning of the term ¢ key industry * which
you have used? Ts it applicable only to the districts which are more
favourable to you?

Mr, Mather—~We arve expected hy the public to keep the protection to
a minimum and hold a happy halance if we can find it hetween our duties
as a purely commercial concern and our duties as suppliers of Tndia.

Mr. Natesan.—T am tryving to elucidate the situation. T suppose you
recognise that it is equally obligatory that the Indian steel should be sold
in different parts of Iudia and that facilities should he given to those who
want to use your steel in different parts of the country.

Mr. Mather.-~We do recognise that: We-have provided for these facili-
ties. :

Mer. Dalal.- -We are doing such a thing, We supply materials to certain
subsidiary industries that depend upon our steel. Bven if it is disadvan-
tageous to supply to such industries which are at a distance as compared
with the profit we make in our hetter situated areas, we still supply them
with steel.

Mr. Natesan.—As producers of steel, vou have had difficulties in the
past in working the concern properly because you did not get enough
orders from railways. Therefore T ain asking you: iy there any depart-
ment of yours or any publicity department or propaganda department to
push the sale of your products or ave there any suh-agents who are con-
stantly tackling Municipalitiey and District Boards who make consirnetions
of new huildings? ’

Mr. Mahindra.—We have offices in almost all parts of the country.
The managers of these offices are expected to keep in touch with the steel
rcquirements of the pcople in those areas.

My Natesan.—What | am aiming at is whether vou arve adopting all
the means which a commercial concern ahout which yon have spoken so
much to introduce your goods in every part of the country. In stating your’
case you say that the railway orders were not as much as yvou expected.
Therefore one would expect vou to look to other directions such as Muni.
cipalities and Local Board who ave constantly coing in for building works,
Are your eves always upon those pcople?

Mr. Mahindra.—We are doing cverything possible to get such orders
for steel as it is possible for us to get from various places. For instance,
whan the demand for our rails is vedneed. we try to push up the wale of
steel,

M. Nalesun.—-Several Distriet Boards have started leht railwavs and
T understand yvou have been particularly conmected with this question. Are
von making EH:I.V cfforts to tackle District Boards and Municipalities? These
arc difieult days. The whole suceess of the scheme of protection depends
on vour ability to sell vaur steel not only to railways bhut to other hodies
| aw treing to find oni whether other sonrees ermdd  nat he  tackled
properly 2
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Mr. Mohindra.—As soon as I receive any iuformation about the likeli-
hood of our getting orders for steel from any public body we get into
touch with them. [f there are any proposals put forward by Municipali-
ties or other public bodies we try and persuade them to buy the steel from
us, We are watching those projects.

Mr. Natesan.~-- What T am asking is this. Do you make offorts, do you
send out agenis like other firms to canvas orders for your steel?

My, Mahindra.--As a matter of fact T go on tours myself and get into
touch with all likely customers who are proposing to put up new schemes
or who have in their proposals any use for steel. We¢ have also pursued
for some time to try and see il we can offer standard steel structures for
honses, get designs and improve them so that people can get steel at a low
rate.

Myr. Natesan.—You have agency houses, commission agents and in a few
places your own branches?

Mr. Mahindra.- Yes.

Mr. Natesun.—Instead of concentrating purely on big orders, do you
constantly urze these people to cauvas for small orders?

Mr. Mahindra.—Y have explained that onr merchant houses in every
part of the country employ brokers who are going from place to place
hunting for orders. ‘

Mr. Nuatesan.—Have you got anything like a trade map for yourself
where you mark all the towns where "'ata’s goods are sold and where their
sales are to be pushed? You' constantly look at the map and arrange for
such things?

Mr. Mohindra. —My sales organisation must work upon some such scheme,
I know that almost every big town has our dealer.

Mr. Natesan.--This is what T found in other countries which 1 happened
to visit. The moment vou go to a town in Canada you get a literature
which tells you ““Ten years ago thore was not such and such a thing and
to-day they have it’’. As this/is a key industry, as this is a protected
industry, and as the consumer hears the burden of protection, he has the
right to ask whether you ave pursning all these methods to bring to the
notice of the people of India what all you have,

M. Mahindra.—We are preparing the literature that will give you all
the information.

" Mr. Natesan.—You have that in contemplation?

Mr. Mahindra.—Yes.

Mr. Natesan.—What is the total expenditure of your sales department?

Mr. Mather.—Rs. 4 lakhs ou an average for the last three vears.

Mr. Natesan.— Phere is one more question T wanted to ask you, Mr.
Mahindra. Tndustrial exhibitions are constantly being held not only in the
principal cities but in other parts also. Do you make it a part of vour
publicity or propaganda work to see that your goods are exhibited in all
these? When we went to the Tatanagar works. vou showed us a little
place where some of these goods were exhibited. T am mnow asking you
whether vou exhibit your=goods in these industrial exhibitions?

Mr. Mahindra.~-We do, practically in all the exhibitions which are held
in various parts of the country.

Mr. Natesan.—You do allot some funds for that purpose?

Mr. Mahindra—~Yes. T{ there are a large number of exhibitions hell
simultaneously, it is not possible for us to exhibit our goods in all the
oxhibitions. Recently there was a Swadeshi exhibition in Calcutta and
we id exhibit our produets.

My, Natesan.—Yesterday the President rightly drew your attention to
the various complaints we have heard abowt the Tata Dealers Rebate and
T wish to ask vou: when did you hegin this system?
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Mr., Mahdre. ~Tata Dealers’ deferred rebate was begun on the Ist of
January 1928,

Mr. Natesun.—Jt las nothing to do with the differcuces which you have
had with the re-rolling mills?

Mv. Mahindra.—At the time when the Tata Dealers’ rebate scheme was
put into force, there was no re-rolling mill in the country.

Mr. Dulal.—Tn no area have we introduced sthe Tata Dealers’ rebate
systent where there was a pre-existing re-rolling mill with the single excep-
tion of . . . ...

M». Natesan.—Is it the common practice to give this rebaie?

M Mahindra. -My information is that even the Continental works do
give rebates on the total orders booked during the ycar hy any firm.

Mr. Natesan.—Do you know of any firm in India giving it? T wmay
tell you that the Titaghur Paper Mills give it.

Mr. Mahindra. ~In certain cases they give sceret rebate; in other cases
they give an open rehate,

Mr. Natesan.—I am only asking you whether other companies give
rebate?

Mr. Mahindra.—Yes.

Mr. Natesan.—1In your 1926 representation to the Tarifl Board on page
37 you stated that ‘‘the inflnence of the Consulting Engineers and the
Home Boards is such that we cannot counteract it, but we do urge that if
the industry in this country is teo suceeced aud it protection is to be of
y’nlue to it, this tendency of the Indian vailways to avoid the purchase of
Indian material should be ‘checked . Do you find any change for the
better with regard to the Indian railways in matters of this kind?

Mr. Dalal.—We don’t find  that orders are deliberately sent past ws so
far as the Railway Board are concerned.

Mr. Natesan.—You are aware that a considerable quantity of structurals
and various kinds of products are in wuse in the Public Works Department.
1 think the Indian Stores Depariment orders for these goods and also for
the Army Department, the Indian States, the State railways, the company-
managed railways and so on.  Are you able to push vour products in the
works started under the auspices of the Public Works Department?

Mr. Mahindra.— These orders come to us through our agents.

Mr. Natesan. -Are vou making efforts to get a fair sharve of it?

Ur, Mahindra—Yes. We do make efforts to get that.

. Natesan.- Do the Tndian Stores Department pass orders on to you?

Mr. Mahindra.- Yes. .

Mr. Natesan. -You are gencrally watching. Ave you trying to get a
good part of their orders?

AMr. Mahindra.~—We always keep in touch with the Tndian Stores Dapart-
ment and of the orders placed we manage to get the hulk of the orders.

Mr. Dolal—T may mention that the Indian Stores Department under
Sir James Pitkeathly has been dealing with us in the most generous and
fair manuner.

r. Natesan. =L am very glad to hear that because T had heen in touch
with the Tndian Stores Department, What about the Army Department ?

Vr. Dalal.—Tust now my information is that the Army Department
is huving its requirements through the Indian Stores Department and some
of those orvders have come lo us.

President.  Doos the Tndian Stores Pepartment huy raw sleel?  They
buy generally fabrieated steel.

Mr. Dalal. -4 think the President is pights it is more [abricated stoel
hut thev also Iy some rolled wteel for vepairs

President.—Wonld State railway  workshops
Gtores Department?

STREL INDUSTRY

buy  through the Tndian

N
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Mr. Mahindra.—The annual orders wers booked through® the Tndian
Stores Department last year.

President.—What was their purchase of rvolled steel last year?

Mr. Mahindra —-During the year 1932-33 the railways purchased 15,533
tons of material excluding rails and fishplates.

President.—1 am asking about the Indian Stores Depariment purchases.

Mr. Mahindra.- The present position is this. I don’t book orders direct
from the Indian Stores Department except in the case of two or three rail-
ways.  The other orders come to me throngh the local agents whe hook the
orders from the railwavs and my information is that we get a very big
share of tlgse orders.

Mr. Natesan. =Tlow do you lure in regard to the Tndian States?  Are
you trying to push vour produciions there?

Mr. Mahkindra.—Generally, it is veryv difficult to find out what their
policy is in regard to placing of orders. Sometimes it is complicated owing
to duties they have to pay, Certain States are exempt from duty and we
have to supply the material minus the dutyv. Take for instance Kashmir;
they will not be paving duty on any material entering into their territory.

Mr. Natesan.—What is the arrangement you have with regard to the
State railways?

Mr. Maller—The contract obligation on both sides is that the railways
are to order from us 90 per cent. of their requirements up to a maximum
of 200,000 tons and we are under obligation to deliver up 1o that limit. In
actnal practice during the last vear, as 'the figures we have given in table
IV show. the State-owned railway have passed on to us practically 100 per
cent, of their orders. We bave supplied 985 per cent. of the total con-
sumption of railway rails in Tudia. That includes such small lots as may
have been required for the Native States and very special ¢uality rails for
points and crossings and 1 suppose a few tons occasionally for private
purchasers.

Mr. Natesan. How are vou getting on with the company-managed
railways with regard to the pushing of vour rails?

Mr. Mahindra.—We investigate the possibility of supplying our steel at
the best price obtainable and we try our best to book the orders. Some-
times we get the orders and sometimes we do not get them. But we have
a feeling that we are at times placed in a position of disadvantage and do not
get a fair deal.

Mr. Natesan. -Do yvou get any orders from the Indian State railways?

Mr, Mahindra. Yes, we do.

President.- -When you say vou are under the impression that vou do not
get a fair deal, what exactly do vou mean?

Mr. Mahindra.~ The position is this; some of the company railways have
their own consulting engineers in England and these consulting engineers
have got a mnatural tendency to try and get as many orders as possible
placed in England. Tor instance sometimes we have to submit our quota-
tion in England for supply of material in India.

President,.—That js 1o say they do not observe the rupee tender; is that
true of all company railways?

Mr. Mahindro.—No. Tor the South Indian and the B., B. & O. L
Railways we had to submit our tenders in England.

President.—~What about the Bengal Nagpur Railway?

Mr. Mahindra.—They purchase most of their requirements from us.
President.. The Madras and Southern Marhatta Railway?

Mr. Muh'l'n,dru.—'l.“hoy purchase most of their maierial 1n Tondon.
President.—The Burma Railways?

Mr. Mahindra. ~They have also foblowed the same poliey.
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Presi®ent.—Since they have become a Slate railway?

~Mr. Mahindra. ~We have taken the matter up with them and Sir James
Pitkeathly is persnading them to huy their requircments locally, and it
will bear fruit in time.

President.~ The South Indian Railway are in a sowmewhat difficult posi-
tion ou account of the {reight question.

Mr. Mahindra - The quotations for the Sotth Indian Railway are based
on the Madras port prices,

Mr. Natesan.—T1 understand that in the ecase of many of these company-
managed railwavs the plans are made in England and there they even
specify the form of structurals. Js there any trouble in it?

My, Mather— The engineering firms will be in a better position to
advise vou becauze they ere equully interested. T think 1 found this sort
of statement in the representation of one of the Kuropean engineering firms.

President -—1 think Messrs. Jessop and Company has raised this point,

Mr. Mather. “Ther will he nore competeut to give vou the information
about questions of this nainre, about designs and so on,

President —So that in vegard to this particalar matter the interests of
the Tata Iron and Steel Company and Lhe interests of the Enropean engi-
neering firms are jdentical and both of vou will put your efforts together
to fight against this tepdency.

Mr, Mallier—That is =o.

Mr. Dalal —1 may sav if there ig a tendency, it is a gradnally diminish-
ing tendency and the Railway Bourd has given us the assurance that thiey
would se¢ that as wmany scetions as possible ave speciticd ol the kind which
we toll ju this country.

Presidert. “This Rs. 132, 3% that for structurals¥ What would that
mean duty free?

Mr. Malindra—Rs, 132 per ton is the price for rounds delivered lere
to the Bengal Nagpur Railway.

President —What is the corresponding duty free price?  You take it on
the basis of Rs. 132 delivered at Calcuita and work it back to the c.i.f, price.

My, Mather.—The present duty on British bars is Rs, 32-8-0.

President.—So that Rs. 182 works back to Rs. 100 c.i.f. plus landing
charges.

Mr. Mather—Yes, Rs. 97 c.bf.

President.—-The import price that you give for British hars without duty
is Rs. 96-1,

Mr. Mather.— May T submit that if yon would like to have particulars
we will include the details of this transaction n one of the notes which we
promised to give you yesterday arising out of your qguestion for morve
detailed information regarding the price at which steel was imported and
the nmominal prices.

President.—What is the point of the complaint® Why js Rs. 132 an
uncconomical price if on the edlf. basis it corresponds to the import price
that you give for the same class of hars? ’

Mr. Mather~ May 1 submit that this price is not on the same footing
because it has got to be kept in stock for one year, and has to hear
expenses of re-handling.

President —Whether it is kept for one vear or for five years they will
have to sell at current prices.

Mr. Matler.— Ti does not vover the expense of stocking.

President. -If they sold at the current c.if. price the matter onds.
Tn what wisy could that be quite an unfair transaction? 1f T have got
some material which T have got to keep in stock for certain years when
1 sell it T have to sell it at the current market price. Tf T sell it below
the current markct price then T pdace myself in the wrong.

~ 2
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Mr. Mather.—The position here is rather different. This is not steel
which happens to he left in stock at the moment for which they are realising
as best as they can. This is under contract as and when required during
the vear and they must deliberately and knowingly at the heginning incur
this unusual expenditure of carrying it in stock. They cannot unload it
direct from the steamer at the ordinary landing charge of Rs. 2-12-0 and
deliver it straight over to the consumer; they have to take it in their own
stockyard and deliver it to tle buyer. They have got to get it in the stock-
vard under guarantee and have it available at any time when the railways
require it during the year. 1t is 1o meet that kind of thing that we our-
selves make partly o reduction in the price at which we sell,

'vesident. You take the interest of 5 per cent., on the sale of that bar.
Practically if vt is Rs. 132 you allow yomrselves say Rs. 7. Rs. 139 would be
the fair price.

My. Malher.—In addition 1o that there is the fact that it must go into
their yard firsi. There is sowething more than the ordinary Rs. 2.12-0 for
landing charges: there is the cartage from ihe jetty into their yard
and then the redelivery from their yard into the B. N. Railway yvard.

President ~There may be a small margin bt it is not by any means the
most interesting case of this kind.

Mr. Natesan. -There is one more question with regard to sales. You
are trying your best to push your goods so far as it lies in your power but
von seem to have u somewhat complicated sysiem of selling your things in
different parts of the country, I awm just asking you whether you would
agree to consider in the best interests of vour company a scheme whereby
vou have your representative at each place and have a certain amount of
stock.,  As it 15 neeessary to keep samples to meet orders you may have a
guarantec hroker, Why don’t you have that system? Tt will enable you
to have a sort of centralised control,

Mr. Dalul — Tt is a very risky thing for a company like ours dealing
on the scale we do, to go in for direct vetail sales ourselves. If it is
possible to do so, we will certainly do so. We have recently made experi-
ments in Madras which is not comparatively speaking a very important
arca for our purposes.

Mr. Natesan.—1 will withdraw the suggeestion with regard to selling
retnil,

Mr. Dulal.—It wonld he tantamount to selling retail ourselves instead
of emploving these agents. That is; a risky experiment. We cannot afford
to take it up at once. We are gradually trying the experiment and if it
succeeds wo may gradunlly extend it to other arcas but I am not in a
position Lo say anything definite ahount it.

Mr. Natesan. ~What T mean to say is vou have your own representbative,
a man on yvour own staft.

Ay, Dalad —~ We have even now,
Mr, Natesan.—And then youn have a guarantece hroker?

M. Daldd — But the guarantee broker will only lake eredit risks. The
sales will have to be done by ns, That will he a svstem of direct sales on
which we are experimenting. :

President —The next chapter in your representation is Chapter X and
that chapter deals with technical matters, improvement in works efficiency,
and I propose to ask Mr. Atha at this stage to diseuss the matters raised
in that chapter.

Mr. Atho—Tn pavagraph L4 von say that in the early daxs of the
Company all efforts were concentrated on production, but latterly more
attention has been given to efficieney in reducing costs.  In the next para-
graplh vou say the Company was not content with the orgamisation as it
oxisted in 1926 and that the Metallurgical Department was started in 1925
and rapidly extended and developed the works inspection branch which
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continnously serutinised the output and accuracy of the products of the
various wills.  Could you tell us exactly whai function do they perform?

Mr. Mather.—The Lispection Branch informs the Manager imwediately
the section of the product i~ unot within the tolerances allowed as they
examane the sections. I theve are defective products coming out, they
call the atteniion of the mill staff immediately. Then the mill stafl cun
find out whether the defect arises in the guides or in the hillets and if the
latter 15 the case they refer it Lo the billet mill. 'The Metallurgical Depart-
ment keeps a careful control over the steel making, the reheating of the
steel, the cutting of lengths and undertakes expeviments from time to time
and also investigates complaints from the mills about the quantity of steel,
ete,

My, Atha —I1 take it the Metallurgical Department includgs the ordinary
chemical laboratory staff,

Mr. Mather.—As a matter of organisation the Chemical Laboratory is
not directly under the Metallurgical Department at present.

Mr. Atha.— That is a separate department.

Mr. Mather—Yes. AN analyses veguired by the Metallurgical Depart-
ment are done by the Cliel Chewist’s staff.

Mr. Atha- You go on to say that a fuel economy department was estab-
lished in 1928, That T understaund has had a somewhat chequered career.

Mr. Mather.—That is so, but we consider that it is now on a firm and
definite basis of organisation and it is producing increasingly good results.

Mr. Atha.—Jt is going to develop into sowething which will materially
tmprove results?

Mr. Mather. 1 think so,

President, ~Ts that a permanent department s

Mr. Mather. --We intend it to be a permaneut department,

Mr. Atha.—You have Committees of Departmmental Officers which meet
frequently to discuss all serious problems or new proposals and to deal with
aeneral works matters.

Mr. Mather.—We have two or three wroups of those. We have what 1s
called the steel makers and shapers ¢ommittee, Heads of departments meet
together fortnightly and sometimes weekly  at which they discuss not only
the production prograwmme having regard hoth to its volume and quality
but also any complaints that mav have arisen. The Chief Metallurgist
always attends meetings and advises the Geoeral Superintendent in holding
the balance between the two in case any dispute arises between the steel
making plant and rollers. They put forward their points of view, discuss
the development of efficieney aud improvements in the final product and
investigate the cffect any change that has been made, particularly of course
if there is any temporary varviation, how far it is allocated to the mills
and Low far to the steel making and if so what has to be done to improve 1t.

Mr, Atha.— There is the Retrenchment Committee, what i« its function?

M. Mather—That is very largely for effecting economy in stores. No
indent for stores will be passed by the General Superintendent unless it is
approved by the Retrenchment Committee. That is for new purchases.
'fhe Head of a Department of course can indent on the storekeeper for the
issue of stores. When the Storckeeper wants new stores, he cunnot get
them, until the position about the conswmption of that particular class of
stores has been investigated by the Retrenchment Committee. Perhaps a
still more important part of the work of this Committee is to serutinise
what are called works orders. The ordevs from one of the operating depart-
ments on one of the service departments for the supply of a particular spare
part or to get a repair work done or the supply of a particular kind of
article which we normally make ourselves, those works orders cannot ulti-
mately be acgepted by the shops for execution until they have been examined
hy this Retrenchment Commmittee, except of course In case of actual break-
downs ar of special cmergency.
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Mr. Atha-- The ordinary purchase of stores such as bolis and nuts, is
that dealt with by this Committee?

Mr. Mather—The actual purchasing is done by the Purchasing Depart-
ment ?

My, Atha.—Grease and lubricants?

Mr. Mather—This committee purchases grease and lubricants. We do
it on an annual contract. Thix committee reviews very carefully before
the tender is called for, for ¢he annual contract what has bheen happening
about the consumption in the past 12 months, what is likely to happen n
the fuiure, whether proper consideration has been given to the nature of
the specification and whether the particular kind ordered s particularly
necessary, and whether an excess quantity has heen ordered.

Mr. Atha- Has the Storckeeper authority to order independently or
does the Commitiee control all purchases?®

Mr. Malher.- Yes, the Committec controls all purchases.

My, Athae.—So that there is a check on the storckeeper?

Wr. Mather.. There is a definite cheek on the storekeeper. The actual
purchuse requisitions cannot he issued without the serutiny of this com-
miltee.

Mr. Atha.—It has already achieved unseful results, do you expeet further
henefits ¥

Mr. Mather.. Yes, We are hardly in a position to say whether we
expect them to achieve a further rednction, but we do feel this if this
control is removed, the tendency isto be carcless in the quantities ordered
and so on.

Mr. Atha. There iz the Cost Commitiee” of all departmental heads
presided over by the General Manager and that reviews the monthly cost
sheots, how does this function?

Mr. Mather. -Shartly after the monthly cost sheets are out, the General
Mannger and all the heads of the dmportani departments usually on a
Sunday morning mect together and disenss the results and also the future
programme. T in a particular department the cost ¥ high or the quantity
of materials consumed is high, the Lead of the department concerned has to
explain, If he pives an explination that involves another department.
then that departmental head has to explain,

Mr. Atha. Taragraph 116 deals with the fuel consumption. In state-
ment No. 26 vou have given the comsumption of fuel per ton of saleable
steel for the vear 1932.23 as 287 tons, That includes all coal, coke eqm-
valent.

Me. Mather.—Yes. Coke used in terms ol coal on its thermal value,

Mr. Afha.—You go on to say that the consumption of coal has fallen
from 3:6 tons to 28 tons in 1932-33.

Mr. Mather—That is in the merchant mill.

President. - - Does not that penerally represent the average?

Mr. Mather—It is fairly nearly the average.

Mr. Atha—The present cousumption is 2:87,

Mr. Matlier.—Tn the merchant mill it is 277,

Mr. Alha.—The general average has fallen from 4:06 tons to 287 tons.

Mr. Mather—T wanted to call attention to that specific case bheeause,
as we were mentioning the other day. the over all consumption of coal per
ton of steel will change with the proportions of the various products. What
[ am trving to emphasise here is that if we eliminate that effect and stock
to a single mill like the merchant mill; we lave got practically the same
eCONOMY.

Mr. Atha.—The bulk of the coal used must be used in the blast furnace.
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Mr. Mather.—-Yes. 1t has not changed very seriously within the actual
limits of our products. Fven last yvear our consumption of coal for the
production ot plates 1s 3} tons and tor semis 21 tons and obvicusly there is
no hig change.

Mr. Allla.—The figures of future costs have been discussed in Chapter
X on the basis of 2,100 lbs. of coke which is equal to 1} tons of coal.

Mr. Mather-~That is per ton of pig iron,

Mr. Atha.~—In addition to that -6 ton of coal you estimate will be
required. .

Mr. Mather.—Yes.

Mr. Atha.—An addition of -6 per ton of coal for all other purposes
gives a total consnmption of 1-85,

Mr. Mather—We consume more than one ton of pig iren per ton of
finished steel.

Mr. Atha.—That is all coke that will be required to make a ton of pig
iron. It depends on how much scrap you use.

Mr, Mather.- We don't expeet to change our practice appreciably during
the next few years. We shall utilise all the scrap that we cannot sell,

Mr, Atha. -What does it come to per ton of steel. It is less in the open
hearth ingot output and more in the duplex.

Mr. Mather.—In the ingot outpnt that is true. Actually for the last five
or six years the average consumption of pig iron per ton of finished steel
produced has heen hetween 1°35 and 1-4. Tf we take it ns 13 and multiply
it by 1), we arrive at this figure of 1:66 of eoking coal per ton of saleable
steel, to which has to be added -6 for other coal which gives 2:26, this is
practically identical with the figure 1 gave you two days ago as the figure
unplied by the estimated average which we ourselves are aiming to get at
the end of the period.

President.--You suggested about 21 and 1 said 24.

Mr. Mather.—-Yes.

President,—May 1 understand this caleulation. We are trying to com-
pare 1932-33 with what will b attaized at the end of the seven-year
period. Now in 1932-33 vou take so much of iron per ton of steel and is
1t assumed that the same proportion will prevail at the end of the seven-
vear period?

Wr. Mather—TIn this caleulation 1 take it at a little less—1% ton per
ton of steel, instead of 1-4 ton.

President.—At the end of the period what do you get?

Mr. Mather. Tn this caleulation I have taken [-33.

President.—Per ton of steel?

A, Mather—Yes, 1:33 tons of pig iron per ton of steel.

Mr. Atha. --That figure works out at 11 multiplied by 13,

Mr. Mather.—That is exactly 1-66; add -6 for the consumption after
the pig iron stage and you get 2-26.

My, Atha.—As against 2:03°?

Mr. Mather.—Yes. This is for a programme which is rather difforent.
Tt you caleulate for 1932-33 consumption in the same proportion for the
various kinds of steel as we have in the future programme, the actual
figure of 2:86 for 1932-33 hecomes 2-93, so that we are really starting on
the basis of 2-93 and working down to 226 ultimately.

R Aand . That gives an
average of 2-6, which is what we have estimated.

Mr. Atha.—That is a reduction of over half a ton for a ton of saleahle
steel.

My, Mather—-It is a reduction of two-thirds of a ton.

Mr. Atha.~On the same distribution?
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Mr, Mather. Yos.

My, Athe.—On the guestion of yield. Do you think that those improve-
ments shown in paragraph 113 are very substantial? They doi t seem to
me generadly to be substantial and 1 think they sbould be improved.

Mr. Muller. 1 dow’t confend that we liave reached finality but at auy
rate 16 is satistactory to find that there has been an improvement in that
direction.

Mr. Athee- I wm not finding fault with the Metallurgical Department
ov any other departmnent, buj it does not seemn to me that 1t is nobody’s job
to loak to the yield,

M, Mother. 14 s the job of the Superintendent of cach department to
look after the yield. {f he gets a low yield, his cost is higher.

Mr. Atha.—It depends on a good many factors. It cannol be done by
one departimeatal man.

Mr. Mather~~The General Superintendent watches,

Mr, Atha—1 ibink that it can only be done hy somebody who has
authority and who can follow the thing through from the beginning to the
end,

Mr, Mather—0f course we Lave had this guestion of yicld under actual
discussion on several occasions during the last ycar or two  much more than
previously. The question that we have heen giving wmuch more attention
to is, now that the metallurgical departiment is making for itself a place in
the organisation, whether it can actually carry the asuthority which will be
given to it to see that whatever is decided tovaffect the yield will be actually
putb into effect.

My, Atha. Tt seems to me that the guestion of yield has rather been
overlooked because raw materials are cheap and it is apt to be so when
outputs are moderate and the demaud is not all that youw expeet. 1f on
the other Land you get to the other position where you have a demand for
all that vou can turn out and you want to get the utmost output that
vou can get from the ingols which you make, then it becomes of tremendous
Hmportance, :

AMr. Ma'her—I think we have shown our realisations of the importance
of the matter by using the illustration of the merchant-mill improvement,
such as it 1s.

Mr. 1tha.—The trouble is that vou cannot gel an organisation and you
cannot train people up all at onee. It takes time to build up and when
the time comes, as probably it will, for’ you to sell your whole output,
unless you sce to it in this way, your loss will be tremendous.

Ar. Malher—This question is being attended to in a very active way.
I think T can safely say that in cvery one of the cost conmittee mectings
for the Tast few months the question of yield has been specifically discussed
and we have recently put a special officer to investigate this question. He
has been spending practically all lis time investigating the question of
vield and controlling such experiments as may be found necessary for the
use of special shaped ingots. .

Ma. Atha. T suggest that a good man spending his whole time on that
(uestion can do a lot for the Company in the course of a few years,

Mr. Mather—~We have put a man on that job who has been with the
Company for the last ten years and we do expect him to produce definite
results, He is a metallurgist as well as a steel maker.

Mr. Atha.—Y¥rom an analogy of what has heen done at other works 1
should be very much surprised indeed if a year or two's concentrated
offorts do not inerease the vield hy 2 to 5 per cent. on each of these products.

Mr. Mather—We shall certainly use our maximum efforis and we shall
only bo delighted if we ean produce as big'a result as that. I am not
questioning your statement as to what is a good standard practice in other
countries but a change at that rate T suggest iw sciting the pace rather
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high. We will certainly try to get it if we can and the management al the
works will keep the people awake Lo this sort of thing.

Mr. Athe.—-Jt does not mean any heavy expenditure, but you will lave
to gradually renew your moulds. They don’l last more than a ycar.

Ur. Mather. That does notv peresent any difficulty.  We might unot be
able to make our progress quite as rapid as elsewhere.  Really what 1t
amownts to is -this is very important—that we must ultimately establish
a level of efficiency which is good compared with other countries and 1
think we have shown that we conld at any gate make progress to such un
extent that we could be expected ultimately to do that. We have made
very good progress indeed, L think you gentlemen will admit that on these
records—during the last few years, but L would ask you to allow for the
fact that although we do not object to your demanding our ultimately
reaching a good progress,—we ourselves will not be satised until we do
that—it is genuinely very difficult to achieve improvement at the same rate
at which it is practicable elsewhere. We can promise that we will keep
actively working on ihis subject and we will go on making improvements.
But whether we can do it quite as quickly as is done in European countries,
is o differcut matter.

Mr, Atha.- lu this matter 1 should certainly think thav the rate can
he very much accelerated., Paragraph 118 deals with the question of open
hearih and Duplex plant. That poiuts out thai you realise the necessity
of avoiding as much as possible the production of steel in the open hearth.

Mr. Mather—Yos.

Mr. Athe.—There are two points..One is as your output increases pre-
sumably the percentage of output’ in the open hearth will increase. You
are hoping to increase the output on the Duplex, T know, but as your
output increases largely, the: proportion ol open hearth goes up.

M. Mather. The programme that we liave laid before you would require
according to our expectations about 45,000 tons per month on the Duplex
and 15,000 tous on the Open Hearth. 1 we had to make another 6,500 tons
of ingots, we would get certainly much the greater part of it from the
Duplex. On the other hand;, that additional production in itself would
leave us with an additional quantity of scrap which must be utilised and
that will put up our output on the open hearth. 1 don’t think that in any
ordinary Increase of output this ratio between the two will increase appre-
clably.

Mr. Atha.~ Paragraph 119 deals with the question of labour. The posi-
tion is that the number emploved is niore but the wages paid per head are
very much less and it is hard to make a practical comparison. As far as
] am able to form an opinion, it looks as if you are at no material dis-
advantage by a comparison with similar works in U. K. or Germany.

My, Muther—Yes.

Mr. Atha.—In Belgium the wages are lower and in France slightly
higher than in Belgium,

Mr. Mather.—Yes. That is approximately the conclusion to which we
have come. But we cun not definitely say that our labour expenditurc will
he considerably less in a few years time than at the present moment.

Mv. Atha.—But the general position is that except possibly in the case
of Belgian semi finished sieel, you are not under any lubour disadvantage
at all. Have you made any estimates to put a figure on your advantage
or disadvantage?

Mr. Mather.—Nothing I should like to commit myself to. T did at one
time a few years ago, get a figure from Belgium which indicated to me that
for turning out the average kinds of products they attained a labour cost
of approximately Rs. 12 to Rs. 15 per ton.  As you will see from Statement
15, our labour cost is now down to Rs. 272 in the first half of this year.
They have peen Rs. 82:6 in 1927-28. I think we have still a long way to
go till our labour cost remches as low a figure as that of Belgium,



196

Mr. Althe—That would not be a fair comparison if yon compare the
Belgian works making basic Bessemer semifinished steel.

Mr. Mather.—1 am now talking of the finished products. The compari-
son is very difficult. 1 don't place any very close reliance on it.

Mr. Atha. - Paragraph 121 deals with the purchase of materials, and 122
deals with the huprovements.

Mr. Mather—-We felt that since in 1926 the Company laid before the
Tariff Board their programne of capital expenditure, we should show in
what form the capital expenditure had actually taken place.

My, Atha.--In paragraph 123 you mention that the old blooming mill
and the old 287 mill have been closed down as a result of these improve-
ments and additions. 1 think it is intended that these mills should remain
definitely closed.

Mr. Mather. Yes, except in cases ol emergency,

Mr. Atha—Tet me now come to paragraph 124 which deals with the
other additions to the plant which you mention in the programme. You
particularly mention the gas cleaning plant for the blast furnace. You
give us the balance of the cost of that in Statement 19 as Rs. 9 lakhs.
Could you tell us what the entire cost of the plant would come to?

Mr. Mather~ -1 think T am right in saying that the total cost as esti-
mated s about Rs. 22% lakhs. 1 shall confirin that later,

My, Atha.—Tho other items [ think are included in the items of expen-
diture in statement 19,

Mr. Mather. No. At the time this was first drafted we hoped to com-
plete the work by the end of March, But there las been delay in conuee-
tion with the tenders and we shall not be getting orders placed until the
end of next month; not very much of the work will be completed before the
end of March, so that sowme of the expenditure will fall in the next year.

Mr. Atha—That expenditure does not appear in this statement?

Mr. Mather. -No, because we expected that to fall in the current year.

Mr, Atha.—That 1s about Rs, 81 lakhs.

Mr. Mather.—Yes.

My, Atha.—In paragraplh 125 you are dealing with the fear of strikes.

My, Mather. 1t set us back considerably in the progress of our efficiency.

Mr. Atha.—Has that been entirely overcome or are you still suflering?

My, Mather.—One does not know; we can never lose sight of tho possibi-
lity of a recurrence of some trouble of that kind but we think that the
effect of the past strike has practically been overcome.

Mr. Atha. -In the last Chapter you deal with the general question.
You are sending out people oceasionally to travel abroad?

Mr. Malher.-~We :11'04try311g to arrange that our most promising men
should have an opportunity ot going to Europe to study the practice in
works of as many different countries as thev can and we have sent many
of our own Indian staff whom we look upon as our potential departmental
managers in the next 10 or 15 years. We send them to Furope specifically
with the idea that they will acquaint themselves with the operating condi-
tions, ete., b those countries.

Mr. Atha. —They may get hold of misleading information by visiting
the works. Do they visit the works or study in the works?

Mr. Maller—1In the case of our ordinary officers just going on leave
it is in most casos purvely a matter of going round the works, but the
feature of this kind of arrangement to which we attach the utmost im-
portance is that we have been able on a few occasions to arrange to send
some of our Indian members to the United Kingdom and one to Germauny
to study there for a year. They spend that year in three or four different
works and in that way get an insight into the working of the departments,
conditions under which work is done in that country and so on
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AMr. Atha.--~Do you get in touch with the works?

Mr. Mather—We have been able to do so with some firms in the United
Kingdom. We have not succeeded with the American works. On the Con-
tinent we have succeeded in one case in Germany, .

Mr. Atha. - What kind of status will they have?

Mr. Mather.~-They just go round the shops with the manager, assistant
manager or the foreman, talk to them as to what is going on. We usually
send two men together, for esxample one a mill] man and the other a steel-
making man, The steel-making man will go rofind the mill and will acquaint
himself with the general lay out and organisation and will devote his main
time to the steel plant; and the mill man correspondingly will spend 80 or
90 per cent, of his time in the mill. T have once or twice had occasion
to meet the managers of the works where our men have been and asked
them what they thought of them, and in each case they said ®they had been
very well impressed by the men we had sent, that they were good type of
men: they made very good use of their time, they showed very active interest
in everything that was going on, enquiring why a thing was done in a
particular way, why it was not done in some other way, and In every case
very friendly relations had been sel up. Tn some cases our men on thetir
return have kept up correspondence on techuical matters with heads of
departments in the works in the United Kingdom.

President. What is the sort of assistance that You refer to here? Ts
there a system of study leave?

M. Mather.-~The particular _men for whom we arrange for a whole
venr’s stay there at the various works receive wlhile in Furope £20() a year
and we pay their passages.

President.— 1f you have a man who is the head of a department and
gets Rs. 1,200 a month? Roughly men of what standing are those whom
you send abroad? :

Mr. Mather.- ‘We send men before they are heads of departments.
These are generally men who have passed out of our Institule; they have
heen given posts in our works and been working in one of our departments
as an ordinary employee for three or four years.

President.- £200 a year: they get more or less ordinary wages?

Ar. Mather. Rather less i some cases.  We pay their passage money
and there is very keen competition; most of tlese men are in a postbion to
make up n small difference. We dan’t feel that it ix advisable to pay very
large sutus; we want them to feel that they are more or less in the same
position as any foreman in the works to which they go.

Mr. Atha.—Are they not given positions becanse it is guite usual in
Fngland to take three or fonr students from technical colleges there, and
give them definite positions during their holidays,

Mr. Mather—We have never heen able to arrange that; we have never
heen able to find anybody who would do that.

Mr. Atha.—They may spend a few months as temporary assistants.

Mr. Mather—That has been arranged from time to time by the High
Clommissioner for Tndian students but they have been reluctant to do that
with our people. On the whole we do feel that they have heen considerably
henefited.

Mr. Natesan.—Do you give this concession to officers on your staff when
they go home on leave?

Mr. Mather—Most of our covenanted officers when they go on leave
will spend part of their time in visiting works and we pay their expenses,

Mr. Natesan.—Dao you stipulate with them?

Mr. Mather—In some cases we do and in some cases we don’t, but ina
numbor of cases we do definitely ask him to enguire into a particnlar
problem.
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Mr. Natesun.—When they return from leave do you give ilhiem any
spocial pay or bonus¥y

Mr. Mather.—XNo. We pay leir travelling expenses and hotel expeuses
wlnle thay arce on visits and then we call for reports.

Mr. Nadesan.—In the case of covenanted officers who visited these works
and also the young Indians you eall fur regular reports ou their return o
work ¥

Mr, Mather---Yes.

Me, Atha.—You have a permanent oflice in London

Mr. Mather—Yes, 1t 1s Tata Limited,

Mr. Athae—~-Have you any arrangement with them that they should
supply inlormation?

Mr, Mather.—So far as they arc in a position to obtain it. We have
got a very good general engineer in charge there but they are not steel-
makers,

(Continued on Friday, the 24th November, 1933.)

Dresident —With regard to Chapter X1, ihe main subject which yon dis-
cuss in that Chapter 1s the question of railway freights, but before 1 go
on to that guestion; just a tew poinis oi detail which T want to get out of
the way.  In the first paragiaph of that Chapter, you draw our attention to
statement 37 showing the number of temployees on the Company’s pay roll.
The exact number as given in the statcment is 23821, The average daily
attendance in January—dJune, 1933 was 17,517, Am ) right in {hinking the
difference hetween these is absenteeism?

Mr, Mather.—Not completely. This includes the town employees and
works cmployees.

President.—1t you deduct that, thete would still be a difference.

Mr. Mather.—Yes, The dilference between 17,000 and the number of men
on the works roll does represent absenteeism,

President.—ls that the propertion for absenteeism®

Mr. Mather.—It is not what' we tnay eall voluutary absentceism, which
is not now a high proportion. We have Lo realise that in 1932-33 and in
the first halt of this year the average figures were affected by the fact that
a number ot men were not in attendance because we could not give them
work.

Presilent.—Men whom you show on the pay roll | that does not include
contractors’ labour?

M. Muther —No.

President—They are really men who are on a monthly and weekly wage
hasis ?

Mr. Muather—Yes. They are men who are directly cmployed by the
Company oun the books of the company as company’s employees; contractors’
cmployees are dealt with separately.

President.—Among them on an average if vou counline yourself to volun-
tary absenteeism, what would be the proportion

My, Mather~ Tt varvies from seasou to scason. | think it is between
10 and 15 per cent.

President.—H a man is on your pay roll on a monthly basis, and if he
does absent himselt, how do you adjust his wages?

Mr. Mather.—I he is a daily rated man, when he absents himself, he
doesn’t get his pay, cxcept {o the oxtent that his absence is covered hy the
allowance of 16 days leave per yoar.

President—What aboul the people whose wage are monthly rated and
paid?
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Mr, Mather.—They ave only paid for the leave which is specifically laid
down for them in the leave rules.

President —For the rest of their period they lose their wages.

Mr, Mather.-—That is right.

President. —With regard to statement 3% to which you draw atiention,
vour net return on capital invested ou houses is now very mnearly 4 per cent.
That is allowing for repairs and expenses of sthat kind?

My, Mather—~Not for depreciation,

President.—Depreciation on houses, does that amount to very much?

Mr. Mather-—The income-tax authorities allow 2@ per ceunt.

President.—Jf you made allowance for depreciation on a 2% per cent.
hasis, how would that alter the figures?

Mr, Mather —Qur return for 1932-33 would be about 1-4 per cent,

President.—Then your net return would be 1'4 per cent.

Mr. Mather.—Yes,

President,—Why T raise this point was if after meeting depreciation and
all other current charges, if you have got a net return of 39 per cent,
on your hounse investment according to present rate of interest, it is not a
bad return.

Mr. Dalal.—No, but it is not included.

President —That makes a very considerable difference,

Mr. Dalal.—Yes.

PIresidend —T should like to have a little moce information than you have
been able to give in your note regarding the Techmnical Imstitute. That is in
para. 129, 1 want to get a clear idea of the systems of admission and train-
ing which has been in force in'the Technical Ipstitute since it was founded.
1 gather from your memorandum that till 1932 admission to the Technical
Institute was mainly of undergraduates.

My, Mather —That is so,

President.—The system of training was they had a three years intensive
training. 1 presume vou mean by infepsive training, a training which is
hoth theovetical and practical.

Mr. Mather —That is vight.

President.—Yon put them through an ordinary science course necessary
for the understanding of steel manufacture and gave them opportunities lor
practical work al the conclusion of their training.

Mr. Mather —Yes, with practical work from the beginning.

Presiden!.—TIn the first vear?

Mr. Mather.~-Even during the fivst vear,

President —It was o three years course. During that time the students
roceive a stipend of Rs, 60 a month.

Mr. Mather —That is right,

Iresident—Then at the eund of 3 years course, was employment
guaranteed?

Mr. Malher.—Tt was not guaranteed, but in actual practice we did give

employment to every man who passed through his course of training
successfully.

President -—That is to say the present systom dates from 1932
Mr. Mather.—Yes.

- President. —Under  the present system vou restrict ihe admission  to
Graduates in Science and Fagincering,

Me. Mutber.—Yes.
President—And you group tlem into two classes, A and B.
Mr. Mather.—Yes,
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President.—A class men are Honours Graduates and B clas men are
ordinary Graduates, that is right?

Mr, Mather~—Ycs,

President.—-Are they all Gradnates of lndian Universities?

Mr. Mather.—Among the A class Honours Graduates, we have several
Graduates of foreign Universities,

I'resident.—Who ave admitied on the same terms as for A class men?

- - E] o . . . . . . s

Mr, Mather—Yes. T{ in addition to their foreign university training,
they have also been able to obtain actual working experience abroad, then
we give him better terms.

President. ®=1f, for example, o man takes a degree, say in a British
University in metallurgy and comes straight back, then ¢n what footing
will he be admitted into the Tustituter

Mr, Dalal,—TTe would he put on the same footing as the ordinary Indian
Honours Graduate,

President. —-Supposing in addition to a degree, he has also done practi-
al work?

Mr. Dalal.—If he has had at least six months working coxperience in
any foreign works, then at our discretion, we give him better terms.

President.—A class man does not receive stipends in the first year?

My, Dalal.—No,

President.—In the second vear hic receives a stipend of Rs. 75 a yoar?

Mr. Dalal. --Yes.

President —Then the B dass aman does not receive stipend in the first
vear?

M. Dalal.—No.

President.—And in the second year hie receives a stipend of Rs. 50.

Mr. Dualal.—Yes,

President.—How wany men do you adinit on this basis?

Mr. Dalal —Our standard luid down is 10 for the A class and about 20
for the B dass, but in actual practice we have not been able to recruit as
many men as that.

President.—The number of adnissions that you make in any year will
depend upon the requirements of the Company.

Mr., Mather—Upon the prospective vacancies which we expect them to
fill after they complete their course.

President, —The provision for training in the Institute would admit of
course of much larger admissions than yon make. What 1 mean is you can
afford, for example, to give practical trainiug and theoretical training to a
larger number of people than yon admit under the present system.

Mr. Mather.—Not very tuuch larger. We might have to increase onr
staff and accommodation.

President —For practical purposes you may say at present the men you
can handle having rogurd to the cquipment in the Tnstitute is more or less
the numher that you would take on a hasis of the Company’s requirements.

Mr. Dadul. -Yes, more or less.

P'resident. —These men receive on the whole practical rather than theoreti-
cal training.

Mr. Mallher—More of their time is spent in obtaining actual practical
experience in different departments of the works than in ohtaining theareti-
cal training, becanse they come to us with more advanced general scientific
training.

I'resident.—Tor cxwmmple their whole dgy wouwld be spent at the works
from the beginning,

Mr. Mather,—Not exclusively; they adtend a certain number of lectures.
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Pre8&dent.—That is entirely in the cvening?

Mr. Mather~-Yces,

President.—The whole day is spent at the works?

Mr. Mather.—Yes.

President.—Are you able on these terms to attract sufficient number of
men of the right guality?

- , . .

Mr, Dalal —Yes, we get more applications than we have room for.

President —-Applications from men of the vight sort?

Mr, Dalal.—Yes.

President.—Can you give me approximately the ymalifications of the men
that you have at present in the ovdinary A class? *

My, Dalal.—We have got one............

President —How many A class wmen have you now?

Mr. Mather—We had at the time this note was written, 17 students who
had entered under the new scheme.

President.—Of these 17 men how many wen were men of foreign educa-
tional qualifications?

Mr. Mather—1 am afraid we should have to eall for statisties about
that. One at least T know definitely was a man with training abroad in
Sheflield.

Mr. Dalal —There are about 4.

President.—<Ave they all in the ordimary A class?

Mr. Dalal—-Mr. Nanavati is it the class of men with foreign experi-
ence and he is getting hetter terms.

President.—He has had practical experience?

Mr. Dalal.—Yes. 1| am not sure whether there is anybody else. There
may bhe one more,

President.—The point 1s this: taking the ferms that vou offer to ordinary
A class men, is it quite certain that the very best class’ of men in the
country who can ho utilised in a warks like vours could be obtained by the
Company on these terms?

Mr. Dalal.—T have no doubt about that.

President.- You have not the slightest doubt?

Myr. Dalal.--No.

President.—T{ a man not merely has foreign theoretical qualifications, but
also has actual experience in the works. what approximately is the difference
in the sort of terms that vou would offer?

Mr. Mather—We give him Rs. 200 a month,

President. ~He would be on a stipendary basis for two years and then
vou will consider the question of appointing him exactly on the same fooling
as far as that is concerned.

Mr. Mather—That is right.

President.—Js there any difference in the sort of opportunities for em-
plovment that could be given to A class man and B class men at the end
of their training?

Mr. Mather.—Thev are both regarded as equally open to expect any post.
The appointments will he cither made from A class or B class according
to the individuals’ merits,

President.—Judged by the merit during the period in works and in bis
attendance at lectures.

Mr. Mather—<The impressign that he makes on the technical educational

staff and also on the reports given by the Superintendents of the Works
Departments in which he has worked,
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President—What 1s the sort of starting salary in the works that men
who have completed successfully their training under the present svstem
could expect?

Mr, Mather—On the old system Rs, 200 was practically a standard start-
ing salary. If we offered him an appointment, we wonld offer him Rs, 200
or something equivalent to that. Tt is not likely to be less than that at
present. T can’t give you figures, because we have not vet arrived at a
stage when these men have cofipleted their training,

President.—1 suppose the old system would more or less continue,

Mr. Mather.—On the average.

President.~ 1s it under contemplation to make any change?

Mr. Mather —Tt is vot likely to be substantially higher, although it may
be in the ecase of individual cases. Tm the case of A ¢lass men with works
experience, if at the end of their period they are capable of holding posts
practically imwmediately and acecepting substantial responsibility, their pay
may be somewhat more, but the rest of the men are unot likely to he given
more than Rs, 200 to start with,

Presildent - ~Taking the service record ol the men who have passed through
the Technical Institute. you admit that on the whole they have justified
their training and their selection.

Mr. Mather.—They have done well. We do feel that.

President.—There is no doubt about that.

Mr. Mather.—None whatever.

President —They have acquitted themselves quite well in the works,

Mr, Mather.—Yes. We are furning out o very good type of men in
that way.

President — If vou are satisfied with the results that you have attained
on the old system, what really was it that allowed you to change the system?

Mr. Mather.—Partly because we felt a little uncertain whether we could
find suitahle vacancies in the future for the larger number of men which
we recruited under the old system and partly that the Board felt a higher
standard of previous training would perhaps give us still a better type of
nmien,

President . —Taking these men who have heen trained in the Tnstitute
and employed in the Steel Works under the old system which will probably
by continued hereafter, vou start” them on an initial salary of Rs. 200,
that is on a daily wage basis which per month approximates to abont
Rs. 200.

Mr. Mather.—The majority of them are on a monthly rate of Rs, 200.
If we put them on te posts which normally carried a daily wage, then it
would bo equal to 1that.

President.—What approximately is the kind of prospects open to a man
of that sort provided he does approved service? If he starts on Rs. 200 a
month. if he does approved work in the ordinary conrse of things, what
would he his progress in the matter of remuneration?

Mr. Mather—We have one man who started on that system. He s
now the Superintendent of the Order Department drawing about Rs, 750.

Dresident, -—Tn how many years?

Mr. Mather—1 think he was oue of the first set.  He entered in Novem-
her, 1921, completed his course in November, 1924 and was made Superin-
tendent of the OQeder Departmeni in 1932,

Presiddepd ~<That must be an exceplionally good ense,

Mr. Mather.—Yes, he bhas made hetlor progreess than any other man,

President. Tf vou ave striking a sort of average, what is the Mrogress
that a man of approved service makes in that respeet?

Mr. Mather —You want, the average pay of those who completed their
training in November, 1924, The average pay in September last year was
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about Rs. 350. For the men who completed their training in 1925, the
average piy seven years later was nearly the same. One man 1s.gAetbu3g
Rs. 530 and the lowest Rs. 220. The men who completed their trammng in
1926 would be getting six yvears later on an average aubout Rs. 250.

President —Ts there any medical examination of the students who are
admitted to the Institute?

Mr. Mather.— -There is.

President -—Tairly detailed examination?

Mr. Mather—Yes.

President.—Is that hefore admission iunto the Tunstitute or before
cmployment?

Mr. Muther.~—RBefore admission.

President. —On completion of the training he is automatically taken into
service. There ig no further examination of the man?

My, Mather.—No,

President —~ it contemplated that as vears go by praciieally all the
responsible Tndian staff in the works would consist of men who have passed
through the Taostitute?

Mr. Mathers, O who have been truined elsewhere and who have had at
least equally good training. We have n number of Tndians holding important
technical posts in the works now whao had obtained their training abroad.

President.—These men were faken hefore. the Technical Institate had
time to make itself feJt?

Mr. Mather —Two of them were taken into service as recent as 1926
ar 1927,

President.—Now that vou are restricting adinission to a rather superior
class of men, am T vight in thinking that the intention of the Company is
that for all ordinary purposes the Indian staff would be recruited from among
those who have bean trained in the Tustitute?

Mr. Mather. That is fundamentally onr intention, without of counrse the
Company debarring itself frow the vight to appoint any suitable candidate,

Mr. Dalal —-Occasionally we do reernit Tndians who are qualified, direct.

Mr. Mather.—Sometimes we find an Tndian working in the United States
or some other country holding a nost of substantial importance there, who
wants to return to Tudin and applies o thé Company. We don’t debar our-
selves from the possibility of engaging such men. v

[-""rrwidvn.f.—Ts sufficiont publicity given to the terms on which you give
n]dmlssmn to the Technical Tustitute? What sort of publicity is given to
them? ’

Mr, Mather—We seut oul notices every vear. So far as foreign trained
men are concerned we send notiee to the Tigh Commissioner in London who
sends it round to all the Universities.

President ~-=You issue a sort of anuual notice notifying the number of
places that are likely to be vacant?

Mr. Mather.—Tn Tndia we advertise in the newspapers that applications
will be received up to such and such a date.

President -~—Who does the selection?

Mr. Mather —The Committer at the works presided over hy the General
Superintendent.

President. —They interview the candidates?

My, Mather.—They <clect in the fivst Instance according to the written
records. select three or fonr times as manv candidates as there are vacancies
and call them to Jamshedpur for interview.

President.— The scloetion ix done entively on the basis of a personal
interview?

Mr, Mather.—Yes.
STEEL INDUSTRY (o]
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Presuient.—You have the records of men.

Mr., Mather—Oun the basis of records we weed out a nunmer of men.
T dor’t just remember what the number of applicants was in 1982 for the
first bateh under the mew schome. But under the old scheme we had as
wany as 2,000. Tt is quite impossible to bring sueh a large number of
peaple to Jamshedpur for interview. Therelore there is necessavily a
preliminary selection on the hasis of the vecords.  Approximately three or
four times as nauy men as there are vacancies arve called for interview,

President.—That is the fisst process in the selection?

Mr, Malher.~~Yes.

President. Then the final selection is made by the some Committee?

Mr. Mather —Yes.

Presideat.—First you weed out & number of people on the basis of
records ?

Mr. Mather.—Yes,

President.—The rest are recommended for interview by the Select
C'omnmittes ?

Mr. Mather—Yes,

President —O0f which the General Superintendent is the Chairman?

Mr. Mather.—Ycs.

President.—That Committee interviews these people and makes the
general recommendation?

Mr. Mather.—Yes. suhject-to the approval of the Agents.

President. —The final approval is obtaimed {rom the Agents?

Mr. Mather —Yes. At that time, I think 1 am rieht in saying that prior
to appearing hefore the Committee they were medically examined by the
medical staff, in crder to ensure that the Committee’s time was not wasted
in considering the cases of men  whose medical  gnalifications were  not
satisfactory.

President,—1 suppose we may take it that on the whole sclections made
by this Commitice would automatically be approved by the Agents or 1s
there any really cffective selection also?

Mr. Dolal.—Occasionally there-may be doubt about one man in prefer-
ence to another, in which case L seleel the candidate.

President—When T am told that the selection has got to be approved
hy the Agenis, you are the approving authority?

Mr. Dalal,—Yes, in practice.

President.—You arrive at yonr decision on the hasis of the Selection
Committee’s report?

Mr. Dalal.—Yes, and oceasionally 1 have personal interviews with the
candidates.

President.—Tn doubiiul cases?

Mr. Dalal.—Yes.

President.—Am T jnstified in thinking on an examination of Statements
3-.5 (a) to 35 (M) thut on the whole they indicate that in spite of the roduc-
tion of covenanted labour output per head of Jabour has not bheen affected.
Probably in many eases, it has jmproved.

Mvr. Muather.—On the whole the output has definitely improved.

President .- So thal on the actual records of men trained at yonr lustitute
who hax now replaced the covenanted labour, it is perfectly clear that the
system has justified itself?

Mr. Mather.—Yes,

Presidernt.—And 1 can apply this test for arriving at that conclusion?

Mr. Mather.—You can.

President —The output test is a good test?
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Mr. Mather—Yes, it is. Tt is not of course the only test, but it 1s a
very good tost.

President.— 1t is a very important test?

Mr. Mather.—Yes.

President.—Now T go on to the question of new freights. The first point
I want to raise in this connection is, speaking for myself 1 am very ignorant
of the history of this case and of the preseat gosition so that 1 should hke
Grst of all a lttle more information than you have given in your state-
went. First of all I should like to know in detail the nature of the rail-
way freight concessions which ave enjoyed hy the Tata Trou and Steel Com-
pany aud which have been enjoved by the Tata Trom and Sicel Company.
Lot us take the Bengul Nagpur Railway. The special rates which have
Leen granted to the Sicel Company by the Bengal Nagpur Railway have
been given under a special agreement.

My, Malher —On a 25 vears’ agreement.

President,—What is the date of the agreement?

Mr. Mather T ihink 1908—afier construction has commenced and hefore
production.

Uresident.—That was 5 vears before production.

M. Mather—The production of pig ivon hegan at the end of 1911 and
steel at the end of 1912,

President —-This is the agreenent that expived on the 30th of June 1933

Mr. Dalul —Yes.

President.—The rates .in that ‘agreemont had been in force throughont
this period?

Mr. Dalal.—Yes.

President, - Tlave there been mo changes?

Mr. Dalal—~There was a supplementary agreement sometime after, when
we extended our ore mines. Somec lines were constructed for the purpose
of carrying ore from our mines to Tatanagar. Substantially the rates have
remained the same. There have been some changes in terminal charges and
siding chargoes,

President.—Was there any provision in the agreement by which rates
could he altered from time to thne®

My, Dalal —Those were definite rates for 25 years,

]f;'@miduuf.—\\"llon«_-\'vr a change was made, it was made as a result of
special agreement moditving the original,

M. Dalal-=There were not many such, There was only one.

President —I noticed on glancing through yomr freight rates there was
change with rvegard to suiphate of ammonia in 1922, Was not there a
variation?

My, Muather—That is an outgoing produet. 1 think what happened was
that in 1923—T speak subjoct to corvection —as a result, I helieve, of the
veport of the Agricultnral Commission, the railways lowered the rates for
the transport of artificial fertilisers throughout India,

Presidend —Tt was a case of lowering rates.

Mr. Mather.—1 think so.

President —Will yonu miake certain of that?

My, Mather.— T shall make certain of that and inform you.

Presidend —Can’t vou get it straightaway?

Mr. Mather.—7 cannot confirm it from the materials I have now before
nie.

President.—The point 1 an interested in is whether there has been
any variation in the rates during the period in an upward direction. Tf
s0, 1 should like to know on what grounds the increase was made and the

0?2
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gsort of conditions under which the increase in rates was agreed to by the
Company in spite of the agreement?

Mr. Dalal.—T shall try and find ont whether there have been any such
cases.

President -—Tt is perfectly clear thal the agreement contemplated the
continuance of the rates right throngh the agreement?

Mr. Dalal.—Yes, subject only to one proviso that if we did not give 30
million ton miles in traffic in the course of a year, we would not be entitled
to the concessions.

President —You were able to give that much traflic?

My, Mather~=Very much more than that.

Presider®.—On what hasis were these concessional rates estimated?  Ax
far as T understand 1 don’c pretend to know very mnch about rates goods
are classified for vating purposes by Tndian Railways wnder ten classes and
each class has o maximum rate,

Mr. Dalal—Yes, and a wminimum rate.

President.— The minitmum rates arve applicable to a whole wroup of
classes?  HKach class has its own separate maximum rate but there are only
two minimum rates, one applicable to grouped classes and another to all
the other classes,

Mr, Mather—T heliove there ave two minimum rates.

President.~—Yes, 1/10th and 1/6th pie per maund per mile. For all
classes ahove the 2nd, it is 1/10th pie aund for the vest it is 1/Gth pie.
Ordinarily under what class would steel ‘he-earried? Ts there any classifica-
tion about 1t?

Mr. Mather —Tt would fal) into the low rate class,

President.- -Which particular elass®

Mr, Mather.—T am alraid T do not know.

President -=Tf for example steel was imported into the country and stect
of that kind was conveyed by railways. that is to say steel products which
do not enjoy coneessional vates) ordinarily what class of rates would they
bear?

Mr. Mather.—2nd class.

President.—-That has a maximum of 42 and a minimun of -10.

My, Mather.—Yes.

President. —Assuming that ag therstandard rates applicable to steel what
velation did your concessional rates bear to these rates?

Mr. Mather.—You are speaking now of our outgoing products, that i~ to
suy steel leaving Tatanagar.

President —8teel does not come to Tatanagar., Steel goes out  of
Tatanagar. el us deal with steel,

Mr. Mather~-Winished products despatched by rail otherwise than for
shipment to Calcutta are charged the minimum rate in force on the rail-
way on the first of January 1905 for each purticular class of article or any
lower rate that might be introduced in future. In practice it is 1/10th pio
per maund per mile,

President . —That is in respeci of articles except those sent to Caleutta
tor shipment?

Mr. Mather.—Yes. The exception would cover desputches to Rangoon or
Karachi,

President. —What kind of rate does that bear?

Mr. Mather.—~Those bear the rate of 1/15th of a pie per maund per wile.
That is exclusive of ferry charges and shipment charges.

President.—On that you enjoy a rate helow the minimum rate?

Ir. Mather—That is right.
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President.—That is as regards steel, These rates ave applicuble through-
out the lengal Nagpur Railway?

My, Mather—Yes, on that railway only. This was a specific contract
between the Tata [ron aund Steel Company and the Bengal Nagpur Railway.

President.—Supposing you shipped steel from Tatanagar to Nagpuay which
is also on the Bengal Nagpur Railway, would you get the same rate?

My, Mather.—Yes, from Latanagar to all other stations. 1 might explain
that the clanse about the rate for despatches of steel from Tatanagar
not for shipment from Caleutta has been interpreted (and, as far as 1 know,
correctly) as meaning the minimum rate actually enforced at that time by
the Bengal Nagpur Railway and not the minimum rate which they might
have been entitled to enloree. The consequence is that for heams for going
distances helow 300 miles the actual rate we paid was not 1710th of a pie
bat ith of a pie, which is substanvially higher.

President. —tu respect of beams a higher rate of Ireight was charged?

Mr. Mather—Yes, because the Bengal Nagpur Railway at the beginniug
of 1905 did charge for public traffic a higher rate on beams than on other
produets.

President.—O0n the ground that beams took more space?

Mr, Mather~It is difficalt to know whai the couditions were in 1905,
J presume in those days the normal demand was for long lengths and there-
fore they charged a higher rate because special wagons were required.

P'resident.—As far ag your materials. are concerned, for traffic going
towards Tatunagar what relation=did the rajlway rates bear to the ordinary
freight rates on sibilar class of material?

Mr, Mather—The rvate that we paid for raw material coming into
Tatanagar was a unilorm rate of 1/15th ol a pic per maund per mile
exclusive of ferry, shipwent, siding and ferminal charges; whereas ihe
wminimum which the railways were entitled to charge for public traffic wuas
1/10th of a pie.

President.—That would all fall within either first class or second class,
Does that apply to coal?

My, Mather.—Yes.

President.—And you were allowed a rate which was really below the
minimum rate?

Mr. Mather.—That is so.

President.—A rate which is below the minimuam rate cannot be charged
by a railway except with the permission of the Government of India and it
was done with the special permission?®

Mr. Mather.—Yes.

President —The new rates which have been introduced, do they take
vou to above the minimum rates charged for the respective products in the
ordinary classification P

Mr., Mather—Yes they do. They go above the wminimum for iroun ore.
The new rates for iron ore are -I12 of a pie whereas the minimum they are
entitled to charge 1s "10.

President.—Are you sure that iron ore would ovdinarily fall under
Class T or under Class LI otherwise the minimum would he 167

Mr. Dulal —The railways themselves told us definitely that in the case of
iron ore they were charging so inuch above the minimum.

DPresident.—There is a complete classification of all these articles for
rating purposes, isn't there?

Mr. Mather —There must be.

President —=lsn’L theve u complete statement of classification of goods
for rating purposes as compiled by the Indian Railway Conference Associa.
tion? You awe quite certain thut iron ore is either Class 1 or Class 1T7
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Mr. Dadaf—1 am certain that the winimum applicable to iron ore is
10.

President.—In that case it is higher than the minimua

My, Dulul—In manganese ove they propose to charge us only the
minnnum, hut there again yvou will notice that i each of these cuses there
are substantial siding and terminal charges,

Uresident. -1 suppose these siding and terminal charges are levied also
on all classes of goods irrespagtive or mininnm charges. That is the ordinary
ronception,

Mr. Dalal ~—Not, invariably,

President.—But ordinarily that is so.

Mr. Dalal.-—They are supposed to be for services rendered in the case
ol these tormunal chavges the railways have pointed out to us they have
levied them becanse of the short distance lead; they levy it in cases in
which the lead does not exceed 70 miles.
o President~—As far as the general vate is concotumed on mangalese oroe
it Is the minimum rater

Mr. Mather~That is right,

President. —On dolotiite and  lilmestone it 3s qinte certain that  they
would fall within the first or the second class.

My, Dalal. =T

' can’v say very definitely with regard to limestone and
dolomite,

but that is my impression,

President.—What about coa! and eoke?

M, Dalal.—Coal does not, fall under these classes at all.
President —~Conl is a special ¢lags?

Mr. Dalal.—Yes.

Lresident, =Tt Is a telescopic vate? 45 it wiot the general public rate?

My Dadal.—<1t is 1 very many ea probably 1t is in all cases.

Presidend. —Tt was stnce the teleseopie rate was introduced that there was
an increase of 15 per cent. about a couple of years ago. Taking that as
the ordinary public rate for the distance over which vour coal is trans-

ported and taking the current public rates wonld this be in excess of the
minuuunm?

Mo Mather—It is a ltde difficult to say. Since we submitted this state-
ment we have been definitely informed hy the vailways that the 13 por
cent. surchavge would be added to these rates.

President.. “This is the ordinavy public rate on coal now over your
distances, this 1-65?

Mr., Mather. ~—Yes,

President. —With regard to coal there is no question of maximum? 1t is
a special rate?

Mr, Dalui—That is so. We are being chavged the public rate and we
are being levied a surcharge.

President. —I have not the slightest desive Lo express any opinion on the
reasonableness of the rates, but the point that L am trying to get at is
whether in raising your rates on the expiry of the old agreement the rail-
wav compauy has done move that raise them somewhere to about the
minimum vates which are ordinarily applicable under the Railway Confer.
ence Association classification, or would it he right to say that they charge

vou vates under the present system which ave considerably in oxecess of the
minimum vates®

Mr. Mather —So far as iron ore is concerned that is clearly the position
{ think that applies also to limesione and dolomite.

DPresident.—1f von take the proportion of inarease on the varvious goods,
srhat is the maximmum proportion of increase?
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Mr. Mather—1 think it is on coal.

President.— That is about 120 per cent.?

Mr. Mather—117 per cent. not taking into account the effect of the
surcharge.

Mr. Dafal —~We have been informed very recently that the surcharge
will bhe added,

President.—Which is the next big iucrease?

Mr. Mather.—Tron ore fromn Gurumahisani, that will go up from 7}
annas per ton to 227 ammas; thal s an increase ot 200 per cent.

President.—As far as your materials are concerued, the commodities on
which the increase wonld hil vou moss ave iron ore and coal?

My, Mather —Yes,

President.—Ou ivon ore and coal the increases arve considerably more
than 100 per cent.. ¥ mean on ivon ore from Gurumahisani. How much
of vour supply does that represent?

Mr. Mather——In the 12 months from Jst January 340,000 tons out of a
total of 1,200,000 tons, or approximately a third,

President.—About a third of your iron ore bas to bear an increase in
the rate which represents ahout 200 per cent. of the old rate?

Mr. Mather~—That is right.  The rates for iron ore [rom other stations
also have been considerahly increased but not to the extent of 100 per cent.
The rate trom Nowwundi which is the biggest single station from which we

¢ . SRS & wA
tuke iran ore has heen increascd by a fraction over 50 per cent. and the
other niines a lraction under 30 per vent,

President.—What is the position about pig iron? s there any ordinary
viassification of pig iron?

Mr. Mather—~There must be. Normally it talls under Class LL

President—The rate that you charge here is 12 plus terminal and ferry
charges. That is slightly higher than the minunum rate.

Mr. Mather—Yes, That is pig won to Kidderpore docks for shipment,

President.—Where does the other class ol pig iron go?

- Mro Mather—~—Under item B () e our’ supplementary statement regard-
ing finished products; the figure is - 166 there.

President.—Taking approximately yvour ligures of Jast year's shipment of
surplus pig iron for export would it/ represent practically the whole of your
output?

- Mr. Mather—No, about 90 per cent. of our actual despatches of pig
iron were ¢xports,

President.~On that you have to pay a rate of ‘12 and on the rest
-166, so that on much the greater part of your pig iron you pay ‘12, The
proposed rate still stauds in the case of pig ivon.

Mr. Dualal,—Escept with vegard to ferry charges. The railway company

- ] p with veg ¥ charg hwaty company
have informed us that if we could make out a casc that this increase 1u
ferry charges 1s going to hit us very largely with regard to our sale of pig
iron. theu they would consider the remisston of the ferry charges.

President —How does vour proposed rate correspond with rates charged
on pig iron shipped by other pig iron producing companies?

A, Mather—The other pig iron compuies have actual formal contracts
with the Bengal Nagpur Railway to carry their pig iron and also their
raw materials on the sanie raies as we have enjuyed prior to this year.
Tn addition to that the East Indian Railway which is the shortest route
from the otber pig iron works to Caleutta lays down a rate of 1/15th of a
pie per maund per mile for che despui‘uh of pig iron from these \\'01‘}{3 to
Caleutta. [hat is ‘066 which we enjoyed prior to the expiry of our
agreement.

President.—They are poing to have these concession rates for how long?
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Mr. Mather.—These concession rutes whicl the other companies enjoy
on the Bengal Nagpur Railway arve the subject of contracts évith a fixed
date of termination which in the cuse of tudian lron and Steel Company
is 1939, but on ihe Kast Indian Railwoy the same rate pgr maund per mile
is not the subject of a specific contract; it is siuply a public rate announced
by the East Indian Railway.

President—Am 1 right in thinking that on the pig iron that you ship
to Calcutta for export you would now have to pay a higher [reight rate
than the pig iron shippe@ to Calcutta for export by the other pig iren
companies ¥

Mr. Mather~Yes. Qur iate per maund mile under these new orders
will be nearly double that paid by the other concerns whether they send by
the Bengal Nagpur Railwey or whether they send over the East Indian
Railway.

DIresident.—On your outward traflic, as fur as steel produets are con-
cerned, the increase amounts to about 6U per cent., is that righty

Mr. Mather—Yos, other than beams and channels in which there is no
merease.

President.—On steel generally it is 60 per ceul.; on irvon ore about jrds
of your supplies, it is 200 per cent. and on your coke and coal, it s about
120 per cent., is that rightv

Mr. Mather.~ Tt would be about 150 per cent. We know now definitely
that the surcharge is going 1o be added.

Uresident.-—With the surcharge it would be 150 per cent.?

My, Mather.—Yes,

President ~—On your stecl excluding beams and chanuels, it is roughly 60
per cent.

Mr. Mather.—Yes.

Presidens.—These are the wiost important classes of products in which
the increase ranges from G0 per ceut. to 200 per cent.

Mr. Mather.—Yes.

Mr. Atha.—Am T right in understanding that you would be not only
at a disadvantage in the cost of delivering pig ivon as compared with the
company, but also in the costof earriage of your raw materials to make the
pig iron?

Mr. Mather.—That is a much more serious aspect of the matter than
the increasc in the freights on our products.

President.—You mean ihe increase in the iron ore and coal?

Mr, Mather.—Yes.

Mz, Wiles.—These coutracts which the other big Companies have still
in existence relate ito inward traffic as well as to outward traflic?

Mr., Mather.—Yes.

Iresident.—L would like to know what the present position is, These now
rates camc into function when?

My, Mather.—On the Ist of July.

President.—Since the old agreement expired?

Mr, Mather.—Yes.

Iresident.—Have you been pulling these new rates since the 1st of
July?

Mr. Dalul.—We had a moratorimin given to us by the Government of
India for three months which expired at the end of September.

President.—What was the point of granting moratorium?

Mr. Dalal.—So as to enable us to entgr into negotintion with the Bengal
Nagpur Railway for the reduction of freights,
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President.—You undertook negoliations with the Company during  the
period wmoratorium?

Myr, Dalal.—Yes.

President.—What was the result?

Mr. Dalal.—We have noi succceded in arriving at an agreement.  ‘The
claimn has been made by the Bengal Nugpur Raldway on us Lo pay the
revised rates, with effect rrom the ist Jualy,

President.—You are at present paying at the new rutes?

Mr. Dalal.—We have not actnally paid the arrvears from the Ist of July.
That is o matter which is still the subject of negotiation.

President. —All curvent {raffic is being paid for at the revised ratesy

Mr. Dalal ~—The present traffic is heing paid for at the vevised rates.

President.— As far as negotiations with the Company are concerned they
have heen concluded?

Mr. Duled—We have very recently arrived at some arrangement which
is agreeable to both parties, but that s subject to the approval ol the Board
of the Bengal Nagpur Railway and the Government of india.

Prestdent.—1 don’'t want to press you to give any information which may
be of a confidential nature, but | would like to know, i there is no objec-
tion, what the position is.

Mr, Dalal.—"The present position is this that the Bengal Nagpur Railway
aud ourselves have agreed, subject to the _wapproval ot the Board of the
Railway and the Governmeup ol fudia, to- submiv the whole natter in
dispute to a Conunisston coustituted wore- or less in the same manner as
contemplated by the Railway Act, but the décision ot the Commission would
be binding on both sides with regard to all matters in dispute including
the question of preferential treatment as well as reasonableuess of the rates.

President.—1hat s to say 1l this arbitration Committee which you have
asked for, gives an award with regard to these rates, the award would be
accepted hy both partiesr

Mr, Dalal.—Yes,

President.—That proposa! has been made by you and has been accepted
by the Bengal Nagpur Railway?

Mr. Dalal.—Yes by the Agent of the Bengal Nagpur Railway,

Presudent.—That 1s under consideration of the Home Bourd of the
Railway.

~ Mr, Dulal.—Yes and we have not yet heard what the decision of the
Home Board is. LI the decision of the Home Board is favourable, we will
apply to the Government of India for the appointment of a Commission
on these lines.

I'resident.—How does the Government of Tndia come in i you who are
partics agree to it?” T don’t understand the position. This is a matter between
the two private Comnpanies---between the Tata lron and Steel Company and
a Company Railway--and you agree to settle this matter of rates by arbitra-
tion. It the machinery suggested for arbitration is acceptable to the two
Comnpanies, how does the Government ol India come in?

Mr. Dalal.—One of the conditions of the agreement made by the Bengal
Nagpur Railway is, that the machinery suggested should be acceptable 1o
the Government of India also and as the Commission to he appointed is on
the lines of the Commission laid down under the Railway Act, the Govern-
ment of India will have to take the initlative in appointing the Chairman
of the Commission,

President.—A Commission contemplated under the Raidway Act is a
different kind of tribunal from ithe Rulway Rates Advisory (ommittee.

Mr. Dflal.—Tt is different in the sense that on all questious which are

now adjudicable by the Commigsion under the Act the decisions ure binding,
whereas the decisions of the Advisory Cominittee are merely advisory,
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President —1 suppose their position would be more or less like ours. We
advise the Government of Tndia in the Commerce Departiment; they advise
the Government of India in the Railway Depariment. That is the posion.

Mr. Dualai.—Yes.

President.- =The point that would be setided by the Arbitration Committee
is primarily the question of the reasonableness of the 1ates?

Mr. Dadal.—Yes as well as flie question of preferential treatment between
oorselves and the other two Companies.

President —That applies only o pig iron,

Me, Dalal —That applios to all the raw maierials. Lt is o very mmportant
(uestion.

Presidept.—8upposing the decision was that there was no undue prefer-
ence, then the question bas got to bhe sottled on the basis of what is a
reasonable rate,

My, Dalul —That s wiere the body which we have uow suggested s
sottewhat different in its functions from the body as contemplated under the
Railway Act; because curionsly enough the Railway Act contemplated the
appointwment of a Commission which could consider the guestion of preferen-
tial treatment. it conld also cousider the question of the reasomablencss of
terminals, but it as no anthority to cousider the guestion of the reasonable-
ness of the rates themselves, whereas we want a body to consider that
question also and we want the decizion of that hody tae be binding on both
sides. That ix where the Conunission that we want would he somewhat
different from the Comnmission as laid down in the Railway Act.

President —Where does Ottawa come in, in this matter? Tu the first
place. may § kunow, Mr. Dalal, assnming this wachinery that yon have
suggested i~ acceptable to both the Honwe Board of the Bengal Nagpur Rail-
way and to the Government of fndin ax a matter of ordinary probability,
when do son expeet this Conmiission to give an award? 1t is impossible
to tell.

Mr. Dalad. —Yes,

President.—Iu may be loug after we have reported,

M. Dalal —1 don't think it should be =0 Jong as that. If the Commission
begins to function eavly next next vear, | don’t think it will take a very
fong time to conte to a conclusion,

President ——We proceed on the hasis that the new rates are in force,

Mr. Dalal ~=Yhat is the present position.

President.—The new rates are in Jorce subject to protest on your part?

Mr. Dalal.—We are paying under protest.

Dresident -—So that i the Commission gave an award which modified the
proposed rates, then of course that is a factor which might have a very
important beartug on our recommendations,

M. Dalal. =Tt would.

President.~ That is  rather an  awkward position. There are three
possibilities. There are the old treight rates, there are the proposed ireight
rates and there are the rates which may be proposed by the Arbitration
Committee and we know of course what the precise effect of the old rates
are; we know move ov less the precise cffect of the new rates, but we are
not in a position to tell what the cffects of the rates proposed by the Arbitra-
tion Comniittee might be,

Mr. Dalal.—Quite.

President.—It is open to us in making proposals to Government to frame
them ou a conditional basis, that 1s to say, we wonld tell the Government of
Tndia, it the old rates continued, this would he the mensure of protection
required by the Tata lTron and Stee] Company; if it is the new freights,
these are the duties required, but we are not in a position to tell how the
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proposed rates of duly would be atfected by any new rates which may be
suggested by this Arbitration Comnittee.

Mr. Dualal,--Unless rates ave settled before you send your veport.

Pregident.—So that on thalt natter we cannot give any definite sug-
gestions, The thing will have to be worked out by some authority other
than the Tariff Bourd.

M. Dalal.—VYes,

.

President —That s to say il the rates proposed by the Arbitration
Conmmitiee are different from both the old rates and the proposed rates
of the Bengal Nagpuwr Railway, then the effect ol that ou the measure of
protection required by the Company would have to be worked hy some
other authority, os the Report would bhe off our hands by then,

My, Dalal —1 they came o tine for rou te consider, then T presume
they would he considered.

President -—In that case it s possible tor us 1o cousider, otherwise
we must leave the settlement of that matter to ihe Government of India.
When did vou receive potice of the new treight ratess

Mr, Dadal 1w April ot this yvear.

President, <That ix three months before the expiry of the agreement ?

Mr. Dalal, -Yes.

President, -Did you start negotiations straightaway ?

My, Dalal -We did. Some negotiation had alveady taken place hefore
the final notice was received.

President, There is one ‘pomnt thad I owould like to make quite clear
in regard {o this matter. the extent to which an alteration in the bhreight
rates chargeable to your outward aud inward traffic may affect the measure
ol protection required by the mwdnusterys Thisiis the only question with which
we are concerned.  {t 1% not eper toous o consider whether the rates
charged by a Railway Cowpany on the tratlic of a protected industry are
charged are veasonable or not. There arve two points for constderation: (1)
what precisely are the rates and (2) what s the extent to which the
merease in the rates are golng to paise the measure of protection required
by the industry?

My, Dalal.—The rates which the Railway wow propose to charge us
ave supposed to he based ou thie peinetple oF charging what the traffic ean
hear, That raises an important issue whether snch o principle is applicable
io o Company in receipt of protection rrom Government.

President.- Why shonld it not be applicable to an industry receiving
protection *

Mr. Dalal.——Assuming for the moment that those rates are very excessive
that would. ipso foefo, increase the measure of protection and in that way
what would tollow wouid be thal larger the measwre of protection tha
greater the ability of the Compauy ta hear the traffic.

President. -ls vour point this that the principle of determining railway
vtes on the hasis of what the traffic can hear 1« a principle which eannot.
he applied to the rates chargeable to a protected indnstry ?

Mr. Daolal, Unless this agreement hetween us and the Bengal Nagpnr
Railway is going 1o he effective. mmless there is some remedy provided,
unless there is some independent hody to consider the fairness of the raies,
it might lead to o very serious and a very difficult position not only in
so far as we are concerned. but in so far as other industrics ave also
concerned.

President. “That is a different point, Mr. Dalal. What I don’t under-
stand is whe vou should necessarily suggest that in the case of a protectad
industry. trafhe rates shoald not be governed by the principle of what the
traffic can hear. In the case of protected Indnstries, -all that matters
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is whatever iucrease is decided on in prates, that inerease v rates must
suitably he adjusted in the wmeasure of proteclion,

Me. Mather, =Does 1t not tollow thal the Raillway authorvities deualing
with the present rates knowing that whatever additional charge they might
put on, would be made good by additional protection have no ivnie to v hat
they ay consider the ability of the industry to bear the charge.

Dresidenl —What alternative meihod can you snggest in the case of
an industry like the Railway?

Mr. Dulad~ Hoihe measure of protection had alveady been fixed and
then the question of cousidering what the traffic could beur was being
digcussed, it would be a different thing, but the measure of protection still
rosains to be fixed,

Drestdent ~ What T am trying to elucidate is whether there is auy neces-
sary connection between the wpplication of the principde of what ihe traflic
¢an hear and the protection granted 1o an industry. That is what T am
tryving to elucidate. My understanding of this question is of a very ele-
mentary character, but as far as 1 ecan understund in the case of an
industry like the railway which, as o mounopobst, produces a number of
disimilar services, various Kinds of cargo and various kinds of passenger
traffic. The only way in which they can determine the rate applicable to
encli class of service is on the principle of what the traffic can bear; there
is no other principle on which it can bhe done. So whether ithe mdustry
is protected or not to which the traflic vates ave applicable, the principle
holds.  You cannot get away trom that.

Mr. Dalul, } am not sure ahethor there is no othey principle on which
this matter can be decided. Tt seems to us that it would not be difficuli
for the railway to keep their cost accounts in a more detailed and maore
scientific manner., Apart from that issue there is this position that in
that case there would be no lmit to the applicalility of the principle of
what the trafic can bear, hecause whatever the traflic eannat bear ean be
made good by the additional measure of protection.

Mr. Mather, May | dvaw your attention iuv the fact that the IMiscal
Commission discussed these questions at some length in paras. 126 to 123
and  ultimately came to  the conclusion  that there should be a Rates
Tribunal which is intended to aim at giving a fair judgment between
the trade and the railways, eliminating this principle of what the traflic
can Dear.

I'resident,—1 do not know what! kind of authority you can attach to
the opinion expressed by the Fiseal Commission an questions of railway
rates. 1 do not waut to express any optuion on them. They are rveally
outside our purview, Government have definitely laid down that it is
cutside the scope of the Tarifi Board to make suggestions regarding rail-
way sating?

Mr. Dalal.—Yes.

tresident — So that it is gquite definmitely ouiside our scope to oxpress
an epinion on the reasonableness of the rates.

Mr. Dulal,—1 guite admit that.

President~—In the light of the discussion that we have had, may T
put it in this form? There are two questions in regard to this matter in
which we as a Tariff Board are concerned. The first is this, Jf in the
case of a protected industry a Company like the Bengal Nagpur Railway
Cowmpany, a public ntility company, enjoying a position of monopoly—I
am not questioning that- quite rightly enjoying the position of a monopoly
decides on commercial considerations to increase the rates applicable to
protected industry like yours. Tn the case of a railway it is impossible
to consider precisely whether the increase in the rates is an inerease
which can he justified by the increase in the cost of hauluge or other
considerations. To a very lurge extent in the matter of railway rating the
individual discrimination of the railway wuthority comes in and plays a
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very big part. Where the expenses which you have to inenr on that account
undergo a very substantial inctease, it is a matter of considerable import-
ance from the tariff point of view that the reasonableness of such increusses
should he adjudicated by an independent and competent anthority,

Mr. Dalal.—Exactly.

President. - The railway may be perfectly justiticd in increasing these
rates but in the case of a protected indusiry, in the case of an industiry
whose maintenance involves a public charge, whether the public charge
can be increased as a result of action taken by a Company in the position
of a monopolistic public utility company, is a matter which will depend
for its deecision on the reasonableness of the rates and that question of
reasonableness must he decided by an independent and impartial authority.
We are not competent to consider the question. We hi%e not got the
cquipment.  We have not got the experience. According to the Government
of India, we are technically incompetent to consider the matter. But it is
essential that when the cost of protection of an industry involving a very
heavy public charge is increased by a railway increasing the rates, the
reasonableness of the rates must he u <ubject of adjudication by a competent
authority. That is as far as we can go on that question. Now suppose
as a result of iuvestigation by an independent and competent anthority
it is decided that the inereases proposed in the rates are reasonable in-
creases; if that is the position, then the second point arises whether it is
not necessary that some machinery should he provided in the scheme of
protection by which the measure of protection could be suitably adjnsted.
Have I wmade the position quite clear?

Mr. Dalad —Quite,

President. - 1 am speaking for the moment provisionally and for myself.
We as a Board have not cousidered the question. We want to make it
quite clear, hecause this is a subject of very great importance, there are
two issues with which we as a Tarifi Board are concerned. Whether the
inereases in the rates by whiclh the public charge in respect of protection
is going to he increased are reasonable increases as determined by an inde-
pendent and competent authority; if the increases arve reasonable whether
there must be machinery in the scheme of protection hy which suitable
adjustments in the measure of protection can be made,

Mr. Dalal -- The machinery, nay T subpit, would he all the more neces-
sary in order to provide against any future changes that might be made
not only by the Bengal Nagpur Railway but by any other railway.

President. -1 ds a gquestion, T may say, which bas a very important
hearing not merely ou this particular enquiry but on all future enquiries
into protection, because it seems to me—T awm not in the least blaming
the Railway Compauy for the action that they are taking or they have
taken—the gnestion with which we are concerned is that 1t is within the
power of the ratlway cowpany to vary their rates of freight in such a
way as to redice or ceven nullify the protection which may he recom-
mended by the Tariff Board and sanctioned hy the Tegislature for an
industry.

Mr. Dalal - Exactly,

President.- All that we can do is to express whatover opinions we may
ultimately arrive at with regard to these two aspeels of the present
iretght question.

Mr, Dalal. —-We are content with that,

President.—We cannot on the facts vou have supplied to us Dbase
our measure of protection on any particular scheme of rates, that is to say,
the old freight vates have lapsed hut you are asking for the restoration
of the old treight rates.

Mr. Dodal —Or something approximating to thewm.

President.~ New rales have come into force but they are paid under
protest.
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Afr. Dalal.—That is so.

President.—So that i muking our proposals, would you agree that the
most convenleut course for us to adopt is to frame our proposals in the
form ol alternatives:-

Mro Daial. The new Treight rates are the actual vates thut arve heing
paid.

President.—Sinee the motger has not heen finally concluded vet, sines
negotiations are still going o, we should wot he justified in making our
proposals on the new freight rates exclusively,

Meo Dalal - Xot as final rides.

Presider!. -We make 1t on the old and we imake it on the new rates,
There is of course always the sk that the freighl rates that would actually
he enforced woul:l actually he ditferent trom either. Ju that case, the
matter s completely omside our hands vnless it is rveferred to us again.
Pthink T bhave wade the posiiton of the Bourd quite clear.

M. Dalal. Quite.

Mro Mather Might | oadd ane word hefore you leave this subject. |
should ke to eall atiention 1o ome aspect of this matter, particnlarly
vou are thinking o framinge vonr proposals alternatively on the old rates
and on the rates of witlech wve have ziven particulars. The figures in
Tables X1 to NV are hased on the assumption that the surcharge on coal
would not Fe pavable.

President —~What i~ the Table youw are referrving tor

My Mather-——Tabe X1, and the suceceding Tables, At the time these
Tahles weve prepared, and until in faet about o week ago, we were under
the impression that the sureharge of 15 per cent. on the coal trade would
not he paxable,  Therciore we shall have to revise these figures lor you.

President. —That quesrion s definitely settied.

Mro Mather—Yes, we ave told so.

President. Then vou would have to/ vevise the rates and send us fresh
statements

Meo Mather—Yes, Toere s also canother modification fu the position
which we think it proper to dniorns yvou o of, althoueb [ don’t think that
it would affect these figares divectly: that Is. In the course of these
negotiations the Agent of the Bengal Nagpur Railway has expressed his
willingness to consider. | think. favourably the proposal—he has proposed
it as a matter ol settlewent that the rates of freight chavgeable on mate-
rials nsed Jor the muamiacture ol pig iron and steel which we uactnally
export and Jor pig iren which wo sell in this couatry in competition with
other local pig iron producess shall he levied at the old rates,

My, Noatesan - Wil yvou please restate it>

My Mather. In the course ol negotiations in which we were attenpting
Lo arrive at an agreed sectlement, the Ageut ol the Bengal Nagpur Raitlway
proposed, s a0 method which ke thought might be satistactory of avoiding
this question of disernnination in charges hetween ourselves and the other
iron companies in ladia, that the vores of freight on the muterials required
for the manufacture of pig iron Yor sale and also with regard to semi-
tinished steel for expore should he levied on the old hasis, that hasis being
identical with the charges sull applicable to the other companies. 1 don’t
think {his will actually affect the fgures excepting that at one stage we
thonght that it wonld aflect our export business,

President. Tt would make the export of pig iron almost impossible.

Mo Mather —Yes,

President.—Uuder the present circumstances that proposition bas got to
be revised ¥
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Mr, Mather.—Yes.

Mr Dalal.—May 1 explain the position a little more in detail. This
is a solution offered by the Bengal Nagpur Railway on the question of
undue preference which in their opinion is a satisfactory solution. We have
not accepted thut position. But they have offered that with regard to
such raw materials as are used tor the purpoxe of manufacturing pig
jron ecither for sale or for export, they will give us the same rates as the
rates which they give to the other ivon compauios. We have not committed
ourselves in any way to this position at *all and the whole maiter we
propose should be adjudicated upon by this independent tribunal which
we have suggested.

President,—The only point there is that as rvegards the freight rutes
on steel the new freight rates are being paid.

Mr. Dalal.—Yes. ”

President.—- As regards surplus pig irou for export, the old rvates are
being paid. Ts that right?

Mr. Dalal.—No. These are two different matters. What we arve now
tatking of is the more important matter. wiz., the treight on raw mate-
rials, What the Bengal Nagpur Railway has offered to us is that on such
of our raw materials as we utilise for the manufacture of pig iron for
sale or export in competition with the other commpanies. ther will give us
the same vates. We have not accepted that position.  So tar as the manu-
factured pig iron is concerned they have also offered that if we can make
out a ease, which we have not vet made ont, that it wonld bhe impossible
for us or it would he seriousls detvimental to our interests to pay the
sante rates as they mow propese,-they wonld merely counsider the reduction
of ferry charges and nothing more.  With regard to the freight on raw
materials the concession ihat is proposed to be given, is in the form of a
rebate.

President.—That is to sas, the proposed rvates will be charged and you
get, a rebate which would make your nett pavient correspond to the old
rates,

M. Dalal-—-So far as the pig dron manuiactured for sale or export
is concerned, that is their proposal and we have not accepted it. For the
present the situation is very unsatisfactory. We are merely paving under
protest the fnll rates which ‘they lave charged,  The question of rebate
remains to he considered.

I'resident.—Then practically the lonly Urevision required in these state-
ments is revision on aceount of the surcharge on coal. That 1 think is the
only revision required in these statements.

Mr, Mather, Yes.

Mr. Dalal. Theve is this offer made by the Railway which has got to
he considered.

Presidert. 15 that offer ix made, the new raies following that would
have to be considered i exactly the same way as the new rates proposed by
the Arbitration Committee and the boaving of that on the scheme would
have to be worked out,

Mr. Mather. -That would be very small,

President. —Thai is as Lar ax | can carry this guestion. Before T finish 1
should like to know what is the sort of freight concession that vou get on
other raitwavs., There has been a good deal of reference to the freight
congessions enjove:d by the Tata Lron and Steel Company en other lines
besides the Bengal Nagpur Railway.

Mr. Mather. -The position is that on most ol the railways we have
been able to arcange f[or specific station to station rates where we have
been adle to comvinee the rallway administrations that 1t would be to
their advanlage to give ns their Jow station to station rates

President.—They are all station to station rates?
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Mr, Mather.—Yes.

President. On what railways are these wiven?

Ar. Mather. Fast Todian, Great Indian Peninsula and Bombay, Baroda
aild Central India Railways,

President.—These station to station rates, what proportion do these hear
to the ordinary maximum rates?

My, Malher. -1t is rather difficult to strike an average about that.

President.—Tho complaint has been made that the rates vou generally
pay are ahout 40 per cent. of what your competitors pay?

Mr, Mahindra. -That wonld not work out like that in every case, but
on the aversge it might work ont like that.

Mr. Mather.—Tt s extraordinarily difficult to make an arithmetical
comparison. On the Fast Tndian Railwar from Gomoh we have a fixed
pavment to 3 or 4 stations situated at a distance of about 300 miles from
one another,

President. That is the highest per maund mile on the station to station
basis on the Fast Tndian Railway?

Mr. Mahindra. Rates to Allahabad. Delhi and Cawnpur are exactly
the same. Tt is Ry, 17 to each one of these stations. The distances are
however very different.

President —Take the shortest distance.  What would he the per maund
wmile rate? Take these station to station rates and work out the maund
mile rate and tell us what proportion it bears to the maximum rate pre-
seribed for Class T assuming thot cluss 11 ois the rate for steel products
of that kind. Could you work out something on these lines?

Mr. Mather.—Yes.

President,—You get it on the Tast Tndian Railway, On what other
ratlways do vou et 1Y Do vou get 1t on the Great Tndian Peninsula
Railway?

Mr. Mather.~We do not get it invariably. The Great Indian Penin-
swla Railway for instance give us a rate of 1/10th of a pie per maund
per mile from Nagpur originaling at Tatanagar to all steel going into
Bombay itself but they will nob give us the same rate or any special
rate for certain of the intermedinte stations. Tt s interesting to note
that this is lower than the rate which the Bengal Nagpur Railway propose
to charge us,

President,—Ave the special rates hased on any condition that you should
always pay on a certain maximum quantity?

Mr. Mather~ Not an the rates we are speaking of now.

President. 1 suppose technieally they would eall these special ag
ments on the Bengal Nagpur Railway scheduled rates. You have these
ordinary rates in the classifieation. You can vary these ordinary rates in two
classes ; either you vary thent between one specified station to another speci-
fied station or you can vary them without specifying the station of shipment
and station of destination, without speciiving hoth of them. Tn that case
techuically it would be called @ scheduled rate.

Mr. Mather—"That T could not say.

Mr. TPiles. These station to station rates refer veally to vourselves;
they are not availahle to the other companies without such negotiation ?
Mr. Mather —No,

Mr. Dalal.. There are others who have pot similar rates.

Mr. Wiles,—Between other stations?

Mr. Dalal.—The Kumardhubi Rolling Mills have similar conceseions. [
dor’t know whether they ave identical in that resgect.

Mr. Wiles.—That would depend upon the nature of the traffic®
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Mr. Balal.~Yes,

Mr. Mahindra.—There are several other companies who also enjoy
special rates. As a matter of fact it depends upon the case you put up to
the railwnys, how much traffic you can give them and so on.
~ D'resident.—I bave ulways gathered, without knowing very much about
it, thut the real grouse that people have is not so much against statiou
to station rates as against scheduled rates which are arranged on a very
extensive basis and 1 should have thought that that the nature of rates
that you got from the Bengal Nagpur Railway, that in the nature of
things would be called scheduled rates because these are not confined to
two particular stations.

Mr. Mather.—1t is confined to a single station of origiu.

President.—To a single station in the sense that the particular party
is intorested in that station as a station of shipment, but he has got a
very wide field starting from that.

Mr. Mather.—Yes.

Mr. Wiles.—One can take it in general 1 suppose that these special
concessions are based by the railways on their own commercial practice.

Mr. Mather.- -Yes,

Mr. Wiles.~There has been no instance where you have been given
concessions as ‘‘ Tatas P

Mr, Mather ~~-We have ohtained these by negotiations on the basis
of ordinary commercial considerations that it would pay the railways in
the long run to -do so.

Mr. Wiles.-~There are special rates T understand with regard to raw
materials as compared with fabricated muterial, just ordinary rolled beams
as compared with fabricated material?

Mr. Muther —T believe that is so. T helieve that is largely wrapped up
with the question that it is difficult o get the same weight of fabuoated
material in one wagon.

Mr. Wiles.—That again will he based on the railways own point of view?

Mr. Mather—Yes.

President.— The sea freight on fabricated steel is higher than on the
railways?

Mr. Mather.—Yes.

Mr, Wiles.—Will you turn over to the heginning of Chapter XI, para.
1287 At present you house 65 per cent. of vour employees?

Mr, Dalal.—This figure is worked out on the assumption that there is
one house to an employee but there is nothing to prevent two or three
smployees living in one.

Mr. Tiles.—At present the whole population lives in the accommoda-
tion which you provide?

M. Dalal.—There may be a few huts.

Mr. Wiles.—But taking it as a whole, the whole population lives in the
accommodation that vou provide although it is overcrow ded?®

Mr. Dalal.—Yes.

Mr. Wiles.—From the purely economic point of view you are geiting T
think vou said 1-4 per cent. of vour outlay on houses?

Mr. Dalal.—Yes, after deducting depreciation

M. 1Wiles.—Do vou intend to rest on that?

Mr. Dalal —We intend to pursue the housing programme.

Mr. Wiltse—-Will vou always have this difficulty?

Mr. Dalal.--Tt is verv difficnl® to say. Tf we increase our rents that

decroases ihe total emoluments reccived by our emplovees: we have to
make it up to them afterwards by imecreasing the wages.

STEEL INDUSTRY P
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Mr. Wies.—-1 want to get an idea whether it is your polisy to gi\fe
part of your wages in the form of a lesser house rent than the full economic
rent?

Mr. Dalal-~We do gradually increase our reuts. In fact during the
last two years we have increased our rents to a certain extent, and when
one employee moves from his quarters and it is taken up hy another
employee if the economic comditions justify it we do make a small increase
in the rent, but it is not our policy to attempt to recover what would be
considered a full economic rent cu quarters at least in the near future.

Mr. Wiles.—There is one small point. [ notice in para. 138 that you
anticipate sending billets (o distunt destinations. What exactly had you
in mind there?

Mr. Mather —The same question that we were discussing recently in
-regard to the re-rolling mills, that we anticipate that the demand for
billets for re-rolling mills will mainly arise in distant parts of the country.

Mr. Wiles.—-You do anticipate supplying bhillets to ve-vralling mills in
distant parts?

Mr. Mather.—That is why we are asking for protection, to he able to
supply them hillets when they ure set up.

Mr. Natesan,—There is one small roint. With reference to this dispute
hetween yourselves and the Benwal Nawpur Railway do I take it that it
is your contention that the rvailwavs have virtually attempted to nullify

the effect of protection which the Government of Tndia gave by these new
rates?

Mr. Mather.~-We have na reason to assume that they would be so very
unreasonable as to deprive us of the Jull benefits of protection, but as far
as we con see there is wothing to prevent them from doing so theoretically.

Mr. Natesan. =T mever dispute that: ruther you urge thai the railway
company has by snddenly increasing the rates virtually nullified the pro-
teetion which the Goverament of [ndia cave to the industry. You argue
on that line?

Mr. Dalal.— Yes. T after protection has heen given Lo us after all these
considerations, therc is a large inerease in the rvates, the effect of the
protection would be nuilified. .

Mr. Nalesan —T auderstood von. Mr. Dalal. to say on the first day in
answer Lo a questiou put by ihe President that yvon represent the Directors
and the Agents? :

Mr. Dalal. =T represent the Agents frm.

Mr. Natesan.—And to some extent the Directors?

Mr. Dalal.—T am not a divector of the Tata Iron and Steel Company;
I am a director of Messrs, Tuta Sons, Limited.

Mr. Natesan—~—S8o may T address you ou gquestion of policy?

Myr. Dalal.-—Certainly.

Mr. Natesan.—1 will take up the question of Indianisation to which
vou have referred more than once. You say you have been cffecting
Tndianisation as vapidly as possible. I take it that in no case has efficiency
heen sacrificed that is t«} sav, wherv an Indian has heen substituted in the
place of a covenanted officer efficiency has not suffered

Mr. Dalal —No,

Mr. Natesan.—-Then we have had the additional information thiz morn-
ing given by Mr. Mather that v the cases where vou have put an Indian
lu place of a covenauted officer the output hns mot bheen impaired, on the
other hand there has been am improvement »

Mr. Mather.—That is so.

Mr. Nafesan. -Can I take it that @ all vour efforts at Indianication
vou have the approval of the General Marager of vour works?

Mr, Mather. Certainly,
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) Mr. Natesan, There has been no instance where there has been any
differene between vou and the General Manager in regard to Indianisation?

Mr. Mather—No,

Mv. Natfesan, ~Can you say that in all cases of Indianisation mot only
cfficiency has been obtained but real cconomy has heen attained also?

Mre. Malher.—Xt naturally follows because the Indian officer is not on
the same scale of pay as an American or Kuropean.

Mr. Natesan.—On looking through the list of classified officers drawing
Rs. 250 and above )1 see there are cases where you give heavy bonuses to
several officers. [ will only take an instance where you give a pay of
Rs. 1,350 and o bonus of Rs. 1.250, that is item 101, Is this irrespective
of production? Tu this case it must be that.

Mr. Mather.--In the case of some of the Superintendents of our mills
there is a fixed bonus.

Mr. Nutesan.—To a novice like myself it does seem somewhat strange
that vou give a monthly pay of Rs. 1.350 and you give a honus of Rx. 1,250
and that irrespective of production! TIsn’t it a very unusual thing?

Mr. Mather —The practice of giving honuses to employees in steel works
is uniform throughout the world. Tu some cases practically all their
earnings are obtained in the shape of what we call bonus or what one may
call payment by production. [n other cases it Is distributed as in our
case between honus and salary, but in almost all cases bonus is a very
marked feature of the svsten of pavment to steel-works emplovecs.

Mr. Nateson. =You say it is the practice everywhere; is it the practice
in England?

My, Mather-—Yes. Tn England the practice is that the stcel melters
and rollers are paid so much per ton of steel made or rolled and nothing else.

Mr. Nalesan.—Is it the practice in England to give a vegular pay and
also 2 honus and that irrespective of production? There are three points
involved.

Mr. Dalal--1f vouw sav a fixed  bonus | irrespsctive of production then
that is a different thing.

Mr. Natesan.—That is why T say it is somewhat unusual,

Mr. Dalal.—There are not many of our employees who are paid this
fixed bonus. T think there is a history hehind it which perhaps Mr. Mather
may he in a hetter position to explaing

Mr. Mather—-TUp to a few vears ago it was the practice to give the
Superintendent in addition to his fixed pay a benus on production on
exactly the basis which is applied to the men working in other countries.
The consideration however arose that. as many of the men also were paid
on a production hasis, there was an acute incentive to raise the production
to the overshadowing of other factors.

Mr. Atha.- To moulders. rvollers and so on?
Afr. Natesan.—Let us confine ourselves to officers only.

Mr. Mather.- The two are linked together. As many of the men were
put on a system of honus according to production, it guve them incentive
to get the maximum production and it was considered a sounder poliey
that the superintendents should no longer he paid on the system of salary
plus production bhonus. in order to leave them free to concentrate on keeping
down costs, an adequate incentive to high production being given hy the
houus on production given to the men. Since the svstem of honns payvment
was previmusly in existence for these posts, we could not completely cut
it awav., Tn the financial interests of the Company we don’t want to
loave the officers, ane or twa top men in each department, on a svstem of
production Wonus. We had only two alternatives. One was to raise the
total pav as a fixed pay or to_givo them o fixed bonus in addition to
their existing pay which would give them ahout the same total emoluments

r?
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as they would otherwise have gob. We decided in favour of the fixed bonus
rather than bringing the total up to that, because the Steel Company
mado certain small saving by treating this part of the pay as bonus,
because it doesn’t count Yor leave pay; it doesn’t count for pay during
the passage out and so on. We came to the conclusion that we should save
a little in these ways. In the case you mention, the tolal of the lwo is
Rs. 2.600. The bholder of that particular post to which you have referred
does not cost the Steel Company quite as much on this system as if he
were on a fixed pay of Rs, 25600.

Mr., Natesan.—After hearing this explanation, may T infer you are
trying to change this method?

Mr, Mather.--We have, in a number of cases in making new appoint-
ments, put them on a straight salary basis,

Mr. Dalal.—-We are ulso considering a system of efficiency bonus to
these men—payment on some other basis than merely fixed bonus.

Mr. Natesan.—May 1 tuke it that when bonuses are given, they are
given irrespective of the production?

Mr, Dalal.—Only in a few cases.

Mr. Natesun.—Is any bonus given to Indian Officers and if so on what
scale?

Mr. Dalal—Bonuses are given. 1f you will notice in this very list,
No. 108, an Tndian has now taken the place of this particular officer about
whom we were talking und he is now 'heing paid a fixed salary plus a
bonus whick is very much less—both the salary and the bonus are less
than those of that particular officer.

My, Natesan.—That is a ease which is hased on production unless my
information is wrong,.

Mr. Dalal~-Yes.

Mr. Natesan.— Tn some cases von pay irrespective of production and in
this particular case which you yourself have cited, it is hased on production.

Mr. Dalal.—Yes.

Mr. Natesan.--When you appoint an Tudian in the place of a covenanted
officer, do you effect any reduction in pay and bhonus?

Mr. Dalal—We do.

Mr. Natesan.—I am asking this question, because it has been urged
more than once and T iam quoting, from one of the papers given to us—
as a consequence of the high salaries paid to the covenanted employees,
the scale of wages payable to Indians holding higher appointments and even
minor posts has also been pitched on a level higher than would otherwise
have heen the case.

Mr. Dalal.—I don’t admit that the pay is fixed on a level higher than
what is necessary.

Mr. Natesan.-—Has your Board made any attempt within recent years
to revise the scales of salaries pavable to the covenanted employees and
to the Indian emplovees as well

Alr. Dalul--We have reduced the scale of covenanted employees and
generallv the princinle is when their contracts come up for revision, if
we renew their contracts, we make a reduction of about 15 per cent. in
their salaries in the case of covenanted employees,

Mr. Natesan.—You huave anticinated my next question and it is this:
When vou venew the appointment of a cuvenanted officer, do you make
attempts to offer a lower scale of pay and bonus than before?

Mr. Dalal.—That is so. Apart {rom that T may mention that a very
large numher of covenanted emplovees have accepted w voluntary cut of
10 per cent. in their contract salaries during the period of depmession,

My, Natesan.—Have you made any attemp® to compare the salaries
which the Superintendents or the chiefs of the varipus people in the works



223

departmesst now got, with the salaries of similar holders of office in Kngland
or America¥

Mr. Mather—It 1s very difficult to get the exact information, but we
have made a few attempts. Naturally these covenanted officers are paid
higher scale of salaries than they get in their own countries, but obviously
they come here and are employed in foreign works only for relatively short
periods of time. .

Myr, Natesun,—T admit that they should get a natural scale, but whether
that amount is more than reasonably high is the point 1 have in view.
I hope I have made myself clear.

Mr. Dalal.--We certainly will not pay anything higher than we consider
to be necessary in order to obtain the services of such men.

Mr. Natesan.—T have no definite knowledge, but 1 have had a talk
with more than one who knows something more about this and from
figures given to me. T find that the pay of the covenanted officers is higher.
1 am bound to say in one or two cases it is lower, but in quite a number
of cases it is higher—I will leave it at that—so that when nexi time you
consider this question, you may bear that in mind,

Myr. Dalal, We have always attempted to reduce salaries as far as it
is possible to do so.

Mr. Natesan.—THas your Board arrived at any definite policy in regard
to this matter of Tndianisation?

Mr, Dalal. Tt hus been our policy to introduce Indianisation as far as
it is comsistent with efficiency.

Mr. Naiesan.—1 find in a document supplied by you which I got as a
Member of the Central Legislature in September last and which 1 presume
is available to all, that this iy how you have summed up your policy in
regard to Indianisation: Does that state correctly your position now? May
I read it? Tt savs: The ewmphasis laid on these figures in the ahove
remarks is merely intended to answer critics of the Company who claim
that nothing is being done to reduce comunitments in the shape of expensive
foreign persommel. No reflection is intended on the European and American
officers of the Company whose skill and devotion have laid the founda-
tions of the industry and belied the gloomy prognostications of those who
declared that the manufacture of steel in ‘India was impossible for a
variety of reasons. Nor must it he imagined that a progressive institu-
tion like the Steel Company can/ wage a racial vendetta against foreign
skill. Whenever the needs of the industry demand it, experts from foreign
lands will have to be imported, not only in the interests of the share-
holders, but in the larger interest of the country itself to develop the
Company’s business. Here it is only necessary to reiterate the Company’s
determination to apply the pruning knife whercver possible, in the interest
of cconomy and lower over-head charges. But such efforts cannot reason-
ably be made at a speed not commensurate with the maintenance of technical
efficiency.”” That was in September, 1032.

Mr. Dalal.. -Yes, that is our attitude.

Mr. Natesan.—Could one presume that it would be your endeavour to
et the hest experts irrespective of their nationality, when you feel the
necessity for some experts?

Mr. Dalal.—Yes.

Mr. Natesun.—When vyom appoint covenanted men, do you stipulate
with them that they should do their utmost to train up Indians to perform
their duties which they themselves discharge® Tt has been brought to my
notice that you have a clause with regard to covenanted men and that iz
they agree to ®lo their utmost to teach Indians to perform any duties of
which they are capable. Cah jou give any specific instances to show that
you have specially charged certain covenanted officers with the duty of
training up Indians if called upon t¢ do sof
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Mr. Dalal.—This is a clause which appears on all the agreemefits of the
covenanted oflicers and it is one of their duties lo train up Indians.  As
regards any special charge laid down as such on any particular covenanted
officer, there is one officer in the open hearth department who has heen
specially charged to perform this duty. When recently we Indianised the
open hearth department, we speciully ebarged this officer with the duty of
supervising the work of all e Indian Officers and training them up parti-
cularly for the open hearth department. He is an old hand and quite an
expert.

Mr. Natesan.—You were talking of Indianisation this morning. fu addi-
tion to making cfforts to ludianise do you offer facilities to engincering
and science swdents of the lndian Universities to supplement their know-
ledge by practical training in vour works?

Mr. Ddal.---To a limited exient, we do.

Mr. Natesan.—T take it that you afford such students every possible
facility available?

My, Dalal.—Yes, as far as it is within our resonrees, As far as we can
manage, we do it but we have onv own students to look after - class stu-
dents and night school students,

My, Natesan.—1 find that you have a small laboratory attached to your
works and that you have provided in your capital expenditure programme
a sum of Re. 5 lakhs for improving the same. Will you please give me
some more details in regard to the proposals you have in view for enlarging
this laboratory besides what you have given in the noie?

Mr. Dalol—It i in connection with the extension of various branches
of our present work that this Rs 5 laklis has been provided.

Mr. Natesan.—1 take it that your existing laboratory is used for testing
the steel manutfactured by you just to see when it breaks, ete.

My, Mather.- L is more than that. Taking the chemical and physical
Jaboratories as a whole, we nse them to a considerable extent for testing
the material which we produce—for example the ordinary routine testing ot
our products—and also for the examination of any materials about which
complaints way have heen made, - We also examine materials supplied by
other people in order to sce wlether there is any difference in quality
between tlieir material and thaw which we ave supplyving.

My, Natesan~T may tell yow at once what | am trying to ascertain. 1
want to know whether you provide tacilities for any voung man qualified
to do =0 to pursue higher research in metallurgy, What T have in view ix
the equipment of a Iaboratory where one can pursue advanced researches
in metallurgy. | understand that certain British works in Sheffield carry
out such researches.

Mr. Dalal. 1 you mean genoral or abstract problems pertaining to steel
fnking, we have no such arrangement at the present moment. But of
course problems requiring a kind of researeh do arise i connection with
our ordinaury work. For instance, at the present moment, we are very
mnclt concerned with improving the guality of our malvanized sheets and
in that compection we have got a special officer from the Metallurgical
Department looking to the problem. Sueh problems we always have to
tackle.

Ay, Natesan.~-1 have something higher in view,

Wr. Dalal.—At the present moment, we have no such arrangement.

Mr. Natesan.—To your knowledge are there men in your staff who in
addition Lo their duties could be deputed to take np research in metallurgy
on the lines indicated by me? | dow’t want the names of any single indi-
villual but T am only agking whether you have thought over the auestion
in that light?

Mr. Dalal.—There are one or two somparatively young officers who

might with more experience be gualified for carrying on that kind of re-
search in the future but at the presenw stage of our development I don’t
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think that I can lay my finger on any particular individual and depute
him to do research of the character that you ave contemplating.

Mr. Natesan.—Will you consider the question?

Mr. Dalal.—Yes,

Ar. Natesun. —Will you provide the necegsary funds to enable any young
man ecither in your staff or some one whom you might take as being quali-
fied for that purpose to pursue advanced vesearch? I consider that it would
be one of the proper adjuncts.

My Dalal. ~You mean researches of an abstract character.

Mr. Nalesan.—T refer to research that will bring in some good results.

Mr. Dalal.—8o far as any practical problems arise in our daily work,
we do carry on research even now.

Mr. Natesan.—On a small scale?

~Mr. Dalal.—Yes, so far as our problem requires it, but if you mean
higher research which is not of any practical and immediate benefit and
which does not arise out of any particular problems that we ave tackling
then 1 can not say whether in the next few years we shall be in a position
to carry on work of that kind.

Mr. Natesan.- What 1 have in view is that such research, if pursued
properly by a suitable person, might produce good results.

Mr. Dalal -~Tt it is likely to be of any practical bencfit, we will certainly
do so; otherwise this kind of research may well be done in collaboration
with the Tata Researeh Institute in Bangalore or the Metallurgical Depart-
ment of the Benares Hindu University or. some such thing. We might
evolve some scheme of that kind. - 1 cannot say that we have devoted much
attention to it.

Mr. Natesan.— There is thie Tata Research Institute but there are no
facilities at present to enable young men to pursue research of the kind
I have in view. 1 thought 1 shonld bring that to your notice.

Mr. Dalal.-—{ <hall place this matter before the Board.

Mr. Natesan.-Young men are being sent o foreign countries, Tn train-
ing up these young men 1 wonder what exactly is the object xou have in
view ¥

Mr. Dalal.—To qualify them ‘for holding more responsible positions in
the future by gaining experience in foreign works.

Mr. Natesan.—Tf you thought there were one or two individuals in your
works now who were capable of pursuing researches in the direction T have
indicated, you would not miud sending them if necessary to some foreign
country for some time and afterwards asking them to continue the work in
vour own Stecl Works?

Mr. iDalal.—We should willingly do <o, but the men-—1 mean those T
have in mind—are very young. They must acquire more experience of the
ordinary day-to-day work hefore they will be gualified to make researches.

Mr. Natesan.—That would weet my purpose, if you think that there are
men of that deseription who sooner or later could be deputed to pursue
research in the manner indicated?

My, Dalal.—We will certainly do su.

Mr. Natesan. -3 find in Mr. Brady’s report a suggestion has been made
that ‘*cvery superior technical officer of the Tata Iron and Steel Company
should he encouraged to join the institution of Engineers in India in what-
ever class he is gualified for and whether he becomes a member or not, to
offer occasionally to the Institution a paper on a subject conmnected with
his work . Are any of vour men members of the Institution? Do you
consider the desirability of encouraging vour men to join the Tnstifution of
Engincers?

Mr. Delal.—Mr. Mahindra belongs to the Institution of Engineers and
there may be many others. 1 cannot tell off hand. Tt is certainly a desi-
rable thing to do—to encourage men to join the Imstitution of Fngineers.
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President,—Have you read any papers?

Mr. Mahindra.~-No, 1 haven’t recently.

Mr. Nutesan.- T understand that in the process of manufacturing steel
products such as rails there iy always a certain amount of wastage. Awm |
right T presume in a factory like the Tata’s works, where the annual
output of finished products of steel is so large, the wastage just mentioned
will be very appreciable, May I know whether, apart from increased super-
vision and perhaps hetter skilled lahour, any attempts hiave been made so
far to improve the existing methods of manufacture with a view to mini-
mise this wastage? If o, can you give me n statement showing such im-
provements and the savings effected thereby if it does not invelve much
labour ?

Mr. Dulal—That is just the problem which Mr. Atha was discussing
with Mr. Mather yesterday in conncetion with the yield, the percentage of
serap and s0 on. We are tryving our best to do what we can and 1| think
Mr. Mather gave an assurance to Mr. Atha yesterday that we would make
every effori to improve our yield so as to reduce the percentage of scrap
or percentage ol wastage.

Mr. Natesan.—Am T right in saying Lhat in foreign countrics steel manu-
facturcrs devote much attention to improve existing methods of making
steel and that whenever such attempts are successiul they often take patents
in order to protect those methods?

Mr. Dalal.—Yes,

Mr. Natesan.— May | know whether any invention relating to stecl
manufacture which in the opinion of, your firm was considered worth
patenting has o far heen made in your works and if so what savings, if
any, have been made by the utilisation of such an invention?

Mr. Dalal. -Barring a very minor matter on which we have recently
taken out a patent T cannot say that we have patented any very great
improvements in the methods af steel manufacture so far.

Mr. Natesan.—] wonder if it hag occurred to you that it will ultimately
be in your interests specially to depute one or two of your stafl o pay
special attention to the question of patents and inventions?

Mr. Dalal. -That is closely connected with the question of research to
which T have already given a reply.

Mr. Natesan.~ Ts ihere any special officer charged with the duty of
selling scerap?

Mr. Dalal.—Yes, serap s in_charge of a sub-section of the Sales Office.
Of course, it is under the gencral supervision of the Sales Manager.

Mr. Natesan. -Ts the sale effected hy tender?

Mr. Dalal.-—Yes.

Mr. Natesan.— Tave you any definite policy in regard to the use and
sale of scrap?

Mr. Mahindra.—We have. We try to sell scrap to our best advantage

as regards nett realisations as well as assistance to the industries which
have been built up on the use of scrap.

Mr. Natesun.—) tnke it that you use a considerable guantity of scrap
yourself in your open hearth furnaces and sell only the balance?

Mr. Mahindra.—It is only ihe serap which is not saleable that is used
in the open hearth furnaces.

Mr. Mather.—We utilise two-thirds of the scrap produced and sell about
one-third,

~ Mr. Natesan. -T take it that the serap which you are selling in Tndia
is suitable for re-rolling. Are you cndeavouring to use it for re-rolling ?

Mr. Mather.—There is very little of our scrap which is fit for re-volling.

Mr. Natesan.——May I ask whother the scrap which you are exporting
is fit for re-rolling?
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Mr. Mather.--No. M 1s fit for re-melting and not for re-rolling.

Mr, Natesun.—It vomes back in another form—I am referring to the
corrugated sheets,

Mr. Mather.— As 1 said, that is it for re-melting and not for re-rolling.

Mr. Natesan.—1 now turn to the guestion of stores., Have you anything
like a regular organisation for the purchase and distribution of stores?

Mr, Dalul.—Yes.

Mr. Natesan.. ~-What measures do you adopteto see that excess of stores
is not ordered by any department?

Mr, Dalal.-—We have devoted considerable uttention to this topic during
the last few years and as Mr. Mather described yesterday we have got a
Retrenchment Committee. All requisitions for purchases of stores have to
be scrutinised by that Committee hefore they go on to the (®neral Super-
intendent and then we have laid down certain rules under which the pur-
chasing officer works with regard to the purchases of stores. All purchases
which are above a certain fixed sum of money have to be reported to the
Agents before they arve effected. All stores are purchased by open tenders
which are soaled tenders and a certain procedure is laid down with regard
to the examination of these tenders. Whenever the lowest tender is not
accepted, then also the matter has got to bhe brought to the notice of the
Agents.

Mr. Natesun—Cuan you give me an idea of the average cost of stores
purchased for a year?

Mr, Dalal.—I think in connection with some other problem dealt with
by the President we have taken an average of about Rs. 75 lakhs excluding
spelter. That perhaps would be a bit on the excessive side considering
the present requirements.

Mr. Natesan.—Can you let me kLnow also the quantity purchased in
India and the quantity purchased from outside. 1 wrote for this and you
have been good enough to say that you will send it later.

Mr. Dalal.--We don’t like to give you any figure which is not quite
accurate., We have called for figures from Jamshedpur.

Mr. Natesan.—What kind of stores do you generally purchase in ladia?

Mr. Dalal.- ‘Whatever is available in India we purchased in India.
Spelter is always purchased out of Tndia.

Mr. Natesan.—1 find in Statement 19 of yours relating to capital ex-
penditure during the next seven yeurs, you have put down am item of
Rs. 15 lakhs for brick making. Will this capital expenditure be sufficient
to produce the guantity of bricks that you require?

Mr. Dalul.—We expect so.

Mr. Mather.—On silica bricks at any rate.

Mr. Natesan.—What will be the value of bricks turned out in a year?

Mr, Mather—We consume about Rs. 10 to 12 lakhs worth of bricks
including fireclay bricks.

Mr. Nuatesan.—What is the amount you have been spending annually ?
Am T right in saying that according to the figures you have given in 1931-32
you have spent Rs. 16 lakhs and in the next year nearly Rs. 13 lakhs, If,
as you say, with a capital expenditure of Rs. 15 lakhs you will be able to
produce more or less the quantity of bricks that you want, how is it
hitherto you have paid no afiention to that?

Mr. Dalal.--Because our attention has been devoted to more urgent
problems so long. We cannot enter iuto all kinds of capital expenditure
at once. We take it up in the order of urgency.

Mr. Natesgn.--T find you are referring to three kinds of bricks, fireclay,
silica and magnesite. I take it that you can manufacture these three
kinds in Tmdip. You yourself say that if you manufacture them yourself
in view of your large requirements these should lead to substantial savings
in your note.
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Mr. Dalul—Quite

Mer. Natesan -With rvegavd to the purchase of hricks ade Wou in any
wav tied down by anyv of the existing contracts?

o Balal, We have no long-term existing contracts.

Me.o Nutesan. 1 your works are to be started, you will be able to go
o without any diffieulty ?

Mr. Dalol.—Yes.

Mr. Natesun—) propose now to address a lew questions in regard to
Jamshedpur town and vour varvions activities. If L may Mr. President, at
least speaking on my behalt, T should like to say that T was very happy to
see the town of Jamshedpur for the fivst time. [t seems more or less to
approximate to a model industrial town. Having heen connected -with w
city corporatron for several years. | examined with great interest your
system of wualer supply and disposal of sewage and various other installa.
tions which struck me as up-to-date and, if -1 may say so, efficient. 1
should also sax that | was very wmuch struck with the excellent arrange-
ments made for street lighting. the heautiml way in which vour gardens
are kept, vour hospital to whichi ) find you have given an X-Ray appara-
tus, vour schools and the large play-grounds some of them enclosed with
hrick walls which 1 did wot find in other industrial centres, vour shops
and markets.  You have been good enough to give me detailed stalements
about these activities and on my making out a list yvou have given us
statements coverings as many as 11 subjects, relaiing to-

(1) administration of the town,

(2) education,

(3) housing,

(1) public health and sanitation,

(3) sewage disposal,

(6
(1) hospitals, medical reliel]
8) Tisco favms,

N roads,

(10y welfare activities, and

wuler supply,

= -

(1) wechnieal education,

These statements | wust say give o full account and you have as desived
by me given an account of cach ol these institutions from the time they
were brought into existence, the diffienlties’ you had to mect and the way
in which vou lave overcome them. I will therefore not take vou into the
details of many of these but content myself with putting a few general
questions upon sowe particular topies. 1 will take edncation first, Yo
iustly claim that the Jamshedpur Technieal Institute is the only one of ibs
Kind in Indin and | find it vou take students from the Tndian Universi:
ties and also the sons ol your workmen,

M. Dialal.—Yos.

Mr. Nutesaa. —You Lave now 42 schools and you have over 5,000 pupils
and you have over 200 teachers and your capital expenditure has beon
over Rs. 3,00,000 and 1 find von have spent in 193334 as much as
Rs. 134,000 and 1 find the number of pupils have grown, taking the figures
from 1027 onwards from abont 2000 to nearly 5000 at the present day.

M. ailal. —Yes.

Mr. Natesan.—b also note with interest that you ure laying special
atress on giving education i science (o the pupils in all these institutions.
I suppose you are taking a number of apprentices, partienlarly what you
eall O class apprentices, that is sons of workmen and you aere trying, if
T may say so. to follow the recommendations o the Royal Commission on
Labour in regard to these.
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Mr, Ratal —Yes, we attach a great deal of importance to the C class
upprentices.  OQur original idea was that we should take up 50 such appren-
tices every year but now we are inclined to think that we should take wup
100 such apprentices every year,

Mr. Nutesun. —1 will now come Lo the housing problem. You said this
morning that you are not able to get 8 per cent. npon the capital invested
for houses for these workmen. | hope you are unot looking at it puvely
from a commercial point of view. You take u very human view of this
and not looking at it from the ordinary point of view of Iandlord who
tries to increase his income from vear to year. 1 hope you and your Board
will not be obsessed by this problem of not getting fuir interest.

My, Dalal.—We do not propose to go iu for rack renting at all,

Mr. Natesan.—You have now 5,400 houses and besides 1 find you have
7.833 houses owned by employees.  What do you propose to do for the rest?

Ir. Dalal—We are still contemplating an increase in our housing pro-
aramine and we propose to spend about a lakh of rupees in the current
vear on additional gnarters for ouwr employees. We have a project for
spending over three lakhs of rupees during the uwext year on a similar
purpose and we propose to spend thirty Jakhs of rapees as mentioned in
statement 19.

Mr. Natesan.—You have a regular scheme in regard io housing?

Mr. Dalal.--Yes.

Mr. Nafesun. -1 see you have said more than once that you have no
difieulty with regard to obtaining labour.

Mr. Dalal. -No.

Mr. Natesan. -How do your wages compare with those of people cinployed
elsewhere iu similar works?

Mr. Lralal.—As far as we can wmake out, in the matter of wages and in
the amenities we supply to our labour, we compare favourably with any
large employer in India.

Mr. Natesan.~ You claim that you are giving special privileges to labour.
Will you give some illustration to justify this statement?

Mr, Dalal~ We have mentioned a number of privileges which we give.
There is the “ Safety First’?. Tree lee and soda, Women's Rest Houses,
Maternity Benefit Scheme, Men’s Wash houses, Picnics, Supply of Boots,
Hostels, Co-operative Credit Societies, Tiberal measure of compensation for
mnry. :

Mr. Natesan.—In one place vou say it is more liberal than that allowed
by Government under the Workmen's Compensation Act. Will you give
an illustration or two?

Mr. Ddol. =T yow sce paragraph 10 of this note, for tewmporary dis-
ablements meapacitating employees only for ten days and under, nothing
is payable under the Act. ¢ Where disablements extend for more than 10
davs the Act reguires only half-monthly payments of Rs. 15 or of a suw
cqual to one-quarter of the cmployees’ monthly wages whichever is less.
The Steel Cowpany pays o cases of temporary disablements of whatever
duration at the fidl rate of the employees’ salary from the date of ilujury
wntil he is declaved fit to go back to work again or until lLe is declared to
have suffered some permanent loss of earning capacity, in which case dis-
ablement compensation according to the Act is paid to him: larger amounts
are paid In certain cases.™

My, Nateson - This 15 irvespective of the payv of the man? Suppose a
workman got 1. 100 or more?

Ve Dulal. —We still pay lom full compensation.

Mr. NeBesan.- You have a system of provident fund in operation

My, Dolal. —Yes. ’

Mr. Natesun.—Are the terms better than the teyms given elsewlere?
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Mr. Dalel.—T think so.

_ Mr. Natesan. ~You say you give leave with pay. T take it it is not done
i other industrial works?

My, Dalal. T am not in a position to say that it is not done.

Mr. Natesan. -When you lay a special claim 1 thought that it is not
done in other places,

My, Dalal—It is not done in all places; it may be done in some places.

Mr. Natesun.—You have got play-grounds; T take it that it ix open to
all irrespective ol the position he holds, that is to say whether he is an
ordinary worker or a loreman?

Mr, falal.- Yes.

Mr. Natesm. -1 find you have got arrangements for children’s plax-
ground?

Mr, Dalal.—Yes. Wea equip them with swings and so on.

Mr. Natesun.—What is this special maternity scheme which you have
originated; is it of recent origin?

Myr. Dalel.—From January l1st, 1929,

Mr. Nalesan.—1 see you have won a comphiment from the Royal Com-
mission on Labour. They say ““In Jamshedpur the workers come from all
parts of India while comparatively a few have scttled down; as a conse-
yuence already variations are to be seen in their physic. The tendency
of those settled are said to be improved standards due to regular work,
better wages, better housing and —open, air conditions of living ”’ and it
will he to your interest to induce people as-far as possible to live in Tata-
nagar, provide for them more house accommodation, more facilities and
more amenities.

Mr. Dalal. We are attempting to do that.

Mr. Mather- 1 might add to thal as a malter of interest that although
the statement as made by the Commission was correct, since the Labour
Commission examined the position the men have become still more settled.
We have a very small turnover of labour now as compared with what we
had six or seven vears ago. Whereas previously men were leaving our
service in considerable numhbers, they do not leave our service now.

I'resident.—You are speaking of the men who are on the pay roll?

Mr. Mather—That is right.

Mr. Natesan.— 1 believe a good number of the labour is drawn from the
aboriginal tribes?

Mr. Mather.— Yes.

Mr. Nalesan.—Some of them are sctiled in that place now?®

Mr. Mather.- Yes,

Mr. Natesan.—My colleague, Mr. Wiles, referred to the fact that there
are some outsiders in Jamshedpur. Amoug these outsiders could you say
that some are people who were original inhahitants of this place and on
vour acquiring this area they were virtually dispossessed of their property?

My, Dalal.—We are gathering information regard.ng this question.

Mr. Natesan.—1 will now draw your attention to a memorandum sub-
mitted to us by an Association called the Jumshedpur Labour Association
in which they refer to the fact that there has becn an increase in the
number of accidents. Ts ihis a fact?

My, Dalal.- Tt scems that they quote figures up to 1930: 1 am glad to
sav that since then the number has substantially come down. In 1930 the
ﬁg:uro was [405, in 1931 it was 1225 and in 1932, 1013,

My, Natesan-=T{ you take the figure two vears later then there is no
imerease.

Mr. Dalal. =That is so.

Mr. Natesan.—Could this increase in tife nuwber of accidents be due
to the fact that inoxperienced men were taken in the works?
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Mr. Dalal.—Tt must have been so because the increase has taken place
since theestrike,

Mr. Natesan.—Are these accidents of a very grave nature?

Mr. Dualal.— Some of them, but the majority of them will be compara-
tively minor.

President.~~There is one small point to which Messrs. Jessop and Com-
pany have drawn attention in their representation. 1 do not know what
you have to say on that point. The point they make is this, that manu-
lacturers of fabricated steel are compelled to accept clauses imposing a
penalty for late delivery in contracts with Government or guasi-Government
bodies, but the Tata Iron and Steel Company on their part refuse to bear
the impact of these penalties in respect of late deliveries of raw material.
The first point that we have to clear up is, have there bean serious cases
of late deliveries?

Mr. Mahindra.—1 have mnot been faced with a claim for more than
Rs. 200 during the whole year of 1932-38 for late deliveries but whenever
there is any complaint with regard to paying a penalty because we gave
delivery of the material late, they always refer the matter to our sales
Department and we always have consultation with them; if there is any
serious complaint we always look into it.

President.—Has not this gquestion heen actually referred to you by
Messrs. Jessop and Company recently ?

Mr. Mahindra.-—Not beyond a mention of what would happen if they
are late.

President.—There has never ‘heen a casein which on their part there
vas a definite penally incurred and thel question was raised whether the
prnaity would be shared by you?

Mr. Mahindra.—Not, during the time T have been in charge.

Mr. Dalal.—T may state that sometime ago the Managing Director of
Messrs. Jessop and Company made a complaint to me with regard to this
matter in general terms but he did not mention any specific cases and said
that there was an order in which they lost so much mouey aud he did not
make any actual claim to us.

President.—1f a manufacturer in this way incurs a penalty hecause he is
unable to fulfill his contract in time and the vesponsibility for this failure
to fulfill his contract is by reason of late delivery on your part, what
precisely is the legal position: are you-in-a position to tell us about it?

Mr. Dalal,. ~We are protecied,

President.—Actually in your own contract with the manufacturer of
fabricated steel therc is no provision enforcing penalty on you in case of
late delivery? Whut is the legal position? Has the manufacturer a right
in the absence of that kind of provision te claim damages from you?

Mr. Mather—T1 think he may be if we have undertaken to give delivery
hy a specific date and failed to give delivery by that date not otherwise.

President.—In the case of contracts that you wmuke with engineering
firms is there a specified date?

M. Dalal—Yes, in practically every case. .

My, Muther~—It seems to me that this question hardly arises. When we
are making a sale we make every sale practically for delivery by a certain
stated date.

Mr. Dalal.—May 1 draw vour attention to Clause 15 of the agreement

(handed in).

Mr. Mather.—1 wmay say that although this particulav clause in our
terms of business commences by saving that the date of delivery as stated
m all ord®s or contracts shall not he the essence of the contract, we do
go on to add that *‘ witre thg customers have entered into or pronose to
enter into a contract with a third party for the performance of which the
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materials to bhe supplied by the Company are ossential, and if such contract
with the third party provides for the payment of a penalty or damages in
the event of failure to deliver or late delivery by the customers, then and
in such case and subject always to clause 1 above and subject as herein-
after mentioned the Compary will indemnily the customers in the manner
and to the extent herveinufter mentioncd L

President.—This is Iairly specifie,

Mr. Muther. —Yes,

President.—You are perfectly certain that this clause occurs, The way
in which Messrs. Jessop and Company stated their position, they could not
possibly have made this provision.

Mr, Muther.~May 1 jusi poiut oul that our undertaking to indemnify
them is subject to the condition that the purchasers when entering into
the contract should give details of their liability to a third party.

President —Messrs. Jessop and Company have got to tell you in advance:
¢ We have got to supply tabricated steel by such and such a date. We

N pp d - 2t S
have agreed to do so and youn are hereby informed of it ',

Mr. Mather.-—Yes and the extent of penalty if they are late.

President —You bind yourself to indemnify them?

Mr. Dalul.—Yes. I am trying to get a copy of the works order. These
are done merely by correspondence. [ remember seeing this.

President.—-This works order is_subject to the Company's terms of husi-
ness in force at the date of this works. ‘Terms of business arve these?

Mr. Dalal.—Yos.

President.—Except in so far as the terms of business are said to vary
from the works order.

My, Dalal. —Yes.

Mr. Natesan.—Do | take it that you get the order in that particular
form?

Mr. Dalal.—Yes.

Mr. Natesan.—When they give yvou an order, do they write in their note
paper or you give them free a foumn like this?

Mr. Malindra.—When they send us the order, we make out the works
order and a copy of that works ovder is sent to the firm and we ask
them to confirm that.

Mr. Natesan.—They do so.

My, Mather.—Yes. That is our acceptance of their order.

President.—In that case 1 am quite nnable to understand the point of
their claim, They put it very strongly: ‘ The justice of our claim is
dear. If we ave compelled to buy only from one works and are liable
to penalties on account of late deliveries from that works, we should prefer
tree trade without duties .

Mr. Mather —There is a Hmit to the penalty in this clause--Jimited to
Rs. 5 a ton.

President . —That ix probably the smag.

My, Dadal.—1 don’t think they have claimed even Rs. 5.

President ~—-Could yvon leave a copy of vour terms ol husiness with us?

My, Mahindra.- -Yes.

Mr. Natesan.—Whether this book (shown) is given to every customer
hefare he Alls in an order. You may sayv:  “This is the terms of husi-
ness ' and vet he may not know what it s,

Mr. Mahindra —This book has been in force for a number of years,

Mr. Natesan.—When a customer goes to vou and you ask hun to sign
the order subject to the terms of husiness, T want to know whether he
knows the terms of business.
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AMr. Malindra.—Me
customers,

s. Jessops are one of our oldest and largest of our

Mr. Natesan.—They are likely to have then.

Mr. Mahindra.—Yes, We also have a small hooklet 1n which the terms
of husiness are printed.

President.—Supposing that penalty whieh Messes, Jessop and Compuuy
incur on account of the failure of their contiget amounts to RBs. 10 o ton
and your terms ol business hmit your penalty to Rs. 5, you are not in a
position to tell us whether the legal claim against you is necessarily bound
by the provision in the terms of husiness.

Mr. Dalal.-~Tf these are the actual terms mentioned in the terms of
business and it it is undertaken on these terms. 1 suppos: it would be
hinding.

President —Mr, Atha, have vou had experience of this kind of thing in
ithe British works?

Mr. Atha—The Sicel Company in sueh a case didn't have any such
condition attached to their order. In one case T renewmber the firm ex-
acuted an order by a certuin date and they failed to make delivery by
that date. Tt transpired that the customer was bound under penalty to
deliver his goods and owing to the steel company heing late, he failed and
he incurred a heavy penalty and the steel company resisted. So the case
was taken to law and the steel company lost. They had te pay the full
penalty, although thev lad 1o knowledge that there was any penalty attach-
od to the job,

President. ~The Steel Company paid the. whole amount of the penalty
paid by the party.

Mr. Atha,—There was a slight vemission because of the railway wheels
and axles in question which this man was anaking.  According to the dates
of the two contracts, the steel company should have delivered all the axles
by a certain date and he should have delivered all the completed wheels and
axles at a later date.  As a matter of Fact there was u delay of two months
on the part of the Steel Company to supply axles and he said that the
Steel Company was responsible: vtherwise he had to pay the whole penalty
of £1,000.

Dresident. —1t the principle of law that applies herve is the same, the
real point of difference between this case and that is existence ol these
ternis of business.

Mr. dtha.—1 think they arve bound totake this into consideration. In
the case T mentioned, the Steel Company made a contract for certaim date
of delivery which they have failed to keep.

President.—There is only one other point which arises out of one of My,
Natesan's questions. We have been told in previous engquiries in the case
of large industries like yours that the arrangements for bringing aboui
personal contacts between labour and management are very often inade-
guate and unrest among labonr is very often the result of that lack of
personal contact. This question of personal contact is very larpely a matter
of the personality of the individual officers, hut to a very large extent the
guestion can also he met by the provision of suitable machinery.

Myr. Dalal ~Yes.

President.—In  vour case T should hke to know first what sort ol
machinery therve is lor hringing about this sort of personal contact hetween
responsible management and labour and secondly another point on which |
should like vou to throw some light is this: in the case of a place like
Jamshedpur where Jabonr is recruited from all parts of Tndia. the difficulties
which aviye from lack of personal contact may be intensified hy the fact
that the management mgy not understand the language of labour. 1 should
like you to tell me with refesonce to these two matters how the position
stands at Jamshedpur. To the first place please let me have some informa-
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tion about the sort of machinery that vou have. It touches vargous points.
There is first question of recruitment.

Mr. Dalal.—We have recognised unions in Jamshedpur which unfor-
tunately are not functioning very satisfactorily, but their officers have
direct access to the General Manager.

President.—Recognised Unions, what precisely do you mean—Registered
Union?

Mr. Dalal.—Yes, they have becu recognised by us.

President.—Covering practically the whole of your labour?

Mr. Dalal.—Perhaps at one time when they were flourishing, they might
have covered a majority of the labour, but at the present moment they
are not in a proper condition. Their officers have direct access to the
General Manager to represent awny grievauces.

President,—Are these officials emploved in the works?

Mr. Dalal,—No.,

President —Whoever they are, whether they are employees in the works
or not, they have the right of direct access, .

Mr. Dalal.—- Yes, The duty of our Welfare Officer is to look after the
welfare of men and rvepresent any grievance that they may have to the
authorities concerned. Apart from that, the General Manager is personally
accessible to any man who may want to represent his grievances divectly to
him.

President. Tn the casc of works which employs 15,000 to 20,000 people......

Mr. Dalal.—They first go to. their Superintendent.

President.—There nre really physical limits to the exlent to which the
General Manager can do.

Mr. Mather —The General Manager gaes round the works quite frequent-
lv and in practically every department he ' is known by sight by practically
all the men and they have opportunities Lo represent their grievances.

President.—Is there any kind of Standing Committee which purports to
deal with matters of this kind such as Works Committee?

Mr. Dalal—1 think that cxperiment was tried and found a failure.

President,—At present the only way in which personal contact can he
established between labour and the management is by officials of recognised
Unions bringing matters affecting labour to the notice of the General
Manager or the officer-in charge of the welfare works.

Mr., Dalal.—To the General Manager or any other officer who may be
directly concerned and the welfare officer also has this as part of his duty.

Presideat,—The Union officiul has got to take the initiative in bringing
the matter to the notice of the management. There is no sort of machinery
which provides for an automatic indieation. If you have, for example.
regulur meetings of the Standing Committee charged with the definite object
of bringing lahour into econtact with management. fortnightly meetings or
monthly meetings. even if the Union officials do not take the initiative, the
management will have the automatic means of ascertaining what is going
on in the ranks of Jabour. There js no arrangement of that kind?

My, Dalal.—No.

President.—Wiih regard to this question of personal contact, the way in
which labour has been recrutted is of very great importauce. T have known
in other industries, for example, the wayv in which labour is recruited has
a very direct reaction. What preciselv is the arrangement at Jamshedpur
for recruitment of labour?

Mr. Dalal.—The problem is not ot very great importance at present,
becaunse we arve carrving on with more or lews a steadv lahour foree. hut no
jobbers or persons like that exist in Jamshedpur as far as 1 know,
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President.—What about this question of language? TDoes that prescnt
any difficulry ?

Mr. Dalal.—In practice 1 have not noticed that it presents any
dufficulty. .

Mr, Mother.—Practically every langnage which is represented amongst
the workinen is also represented amongst the senior officials of the compauy
and in the few cases where a man who is speakiug an unusual language
wants to make any representation about sowething, he has no difliculty in
finding one or the other of the senior officials of the Company speaking his
own language who will be able to help him.

President —In the works. tor exawmple, the person in authority gives
his orders in what language generally?

Mr. Mather. -The foreman usually does it in Hindi.

President.—The head of the depariment speaks {o the foreman class,
1 suppose, in Euoglish?

Mr., Mather.—Yes.

President.—And the foreman speaks in Hindi to the rank and file.

Mr. Dualad.- -Ov if he is a Bengali—majority of them arce Bengalis, he
may address them in Bengali or Oriya.

President.- Tt is not as the result of any. observation on my part that
this point oceurred 1o me, but T happened te hear this point mentioned by a
person who is almost an anthority on questions of labour who happoned to
travel with an important Commission round Tndia and he thought and some
of his colleagues formed this inipression at Jamshedpur,

Mr. Dalal.—About the varviety of languages?

President.—Yes, that the ‘difficalty of language was one of the factors
peculiar to Jamshedpur which made personal contact rather more difficult
than otherwise.

Mr, Dadal,-—To a certain extent it might have been true in the past
and may he perhaps true even now. One of the terms of our contract with
the covenanted omployees is that they should make themselves acquainted
with the Hindi language. But J do not kiow whether that has heen very
rigidly observed in the past. To that extent there may he a certain amount
of difficulty with vegard to men who have not been in the country for a
very long time, but as these remain longer in the country, and as the pro-
gress of Indianisation procecds, that difficulty would be eliminated.

President — Tt is not a problem that the management has cever considered.
Their attention has not been drawn as the result of actual experience.
Have vou ever had to consider this problem of language? Has that cver
presented itself to vou?

Mr. Mather —It never presented itself to myv knowledge as an aclual
definite difficnltv. When the management wanted to communicate with the
workmen 5 or 6 years ago, when the lahour guestions were very important
and were accupying almost the whole time of the General Manager, the
General Manager would say ‘“ there are men unseltled in such and such
a department. pick oul a few and bring them ”. There was never any
difficulty as far as we could ascertain in finding a wman who had the confi-
dence of the waorkmen who could speak their language and represent their
grievances to the General Manager. Thev were hrought to the Geheral
Manager's room along with the foreman or some other man. Bengali or
Oriva or a South Tndian, who knows the language. There has never heen
any difficulty in getting an adequate interpreter who has the confidence
of tha men.

Mr. Wiles. ——Are there anv recognised Unions to dav? TUnions in the
past have cegsed to he recognised.

Alr. Dalid —There are $wo Unions. the Tobour Association and the
labour Federation and a third has rvecently made an application for regis-
tration, the Metal Workers Union,

STEEL INDUSTRY Q
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M7, Wiles.—They are actually registered?

My, Dalal.—The Metal Workers Union has not yet been registered, bhut
it has applied for registration. As for the Labour Federation, 1 think its
rogistration has been cancelled, but we still have not cancelled our recogni-
tion of that. The Labour Associafion is rec ognised.

President.—That means their officials have the right to meet your General
Manager?
M. Dalal.—Yes,

Mr. Wiles.—We understood from their representation that they were not
functioning for the last three years and that no officials were appointed.

Mr. Dalal.—You have received a representation from the Labour Asso-
ciation? Tt still has one of our buildings as its office and it has got a
Secretary.

Mr. Wiles.—What about the Federation?

My, Dalal—It is a different body. Their alfairs are in a stato of great
confusion. Since the arrest of Mr. Homi, there are several persons claim-
ing to represent it. Who actually made a representation to the Board, T
do not know.

President ~——We had a representation from the Tabour Federation and on
receiving their vepresentation we asked the Federation to send a represen-
tative to expluin the points in their representation orally to ms. Alter
that, we have got one or two representations from other parties claiming
equally to represent the Wederation. T believe we have asked all these parties
to come.

Mr. Dalal - Tf it is the Association it is a different matter. As regards
the ¥ederation, there ave two men Mangal Singh and Patnaik fighting
amongst themselves and claiming 1o represent the Union,

President.—We ave very gratefull to the Company for the very thorough
and careful way in which they have prosented their evidence in this enquiry.
1t is possible we may want to re-exumine the Company on points which
may he raised before us by other witnesses, If it becomes necessary to re-
examine the Company, T don’t think the examination is likely to he held
before January. T think we will be occupied with the examination of other
witnesses till then but the Company must bhe prepated, if occusion arises,
to appear again for examination,

Mr. Dalal.—Yes,
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THE TATA IRON AND STEEL COMPANY, LIMITED.

Evidence of Messrs. A. R. DALAL, R. MATHER and
J. C. MAHINDRA, recorded at Calcutta on Thurs-
day, the 11th Jaruar$, 1934,

President —My. Dalal  on many of the points which arese during the
first oral examination of the Company which required further considera-
tion, you have supplied uws with supplementary information and 1 don’t
think it is really necessary now to go over many of those poits, because 1
think we have gol now from you all the information we waut for coming
to the conclusion on these points, There are just a few matters on which
we should like a little more information than we have received so far,
The first point on which I should like some information is whether any
developments have taken place regurding the question of the freight rates
to be charged by.the Bengal Nagpur Railway. Fas any development
happened since we examined you last?

Mr. Dalal.—Yes., There was a meeting between our Board in Bombay
and Sir T. Wynne representing the Bengal Nagpur Railway at which an
arrangement was atrived at under which the Stecel Company has agreed
to pay a lump sum of Rs. 20 lakhs niore than the existing {reight rates
subject to certain conditions and for the period of the future protection.

President.—The existing freight rates would be charged and, in addition,
at the end of a stated period yon make a sort of lump sum coniribution
1o what you pay as froight?

Mr. Dalal —Yes.

President.—That has bheen fixed at Rs. 20 lakhs a year.

Mr. Dalal.—Yes,

President.~—That is the arrangement which has been reached belween
your Company and the Bengal Nagpur Railway?

Mr. Dalal.—Yes,

President. -Is that final?

Mr, Dalal.-~We are awaiting the views of the Government of India in
the Railway Department.

President.—This has got to be sanctioned by the Government of India?
1s that the procedure?

Mr. Dalal. -1 could not say exactly what the procedure is. So far as
the Bengal Nugpur Railway and ourselves are concerned, we have arrived
at this arrangement, but we have mnot heard anything from the Railway
Board.

President.-~How does the Railway Board come into this? What 1 mean
to ask is supposing an arrangement is avrived at between a Company-
managed Ruailway and a body like vourselves, then is the procedure this
that the matter should be cousidered also by the Railway Board and the
Government of Tndia before the arrangement is put into force?

Mr. Dalal. -Not exactly, but unfortunately in this case the arrange-
ment as it is worded is that the existing rates stand and over and above
that a contribution of Rs. 20 lakhs has got to be paid. Now as some of the
existing rates are helow the minina rates luid down by the Railway Board
they may have to say something in this matter in which cise we have to
veadjust. the whole thing so as to come up to the minima and still pay
Ry, 20 Jakbw

Q2
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President.—Have you any idea as to when you are likely to receive
definite  information xegardmg the rates?

Mr. Dalal—~1 could not say, but it should not be very loeng.

President.- You oxpect that you would he able to give us definite
infarmation before the end of February?

Mr, Dalgl —1 think so.

President. As soom as a definite settlement is avrived at, T should like
you to intimate the fact to as and T should like vou also to give us in that
case a revised statement of the increased (h.ir‘;_,os which are likely to vesult
from the final rates as compared with the existing rates.

Mr. Dalal.—Certainly.

President.#That is to say revise the tables that you have given in yonr
representation in accordance with the final rates as soon as you are in a
position to do so.

Mr, Dalal.—Yes,

President ~ Another point 1 wmnt to raise is with regard to the Tin-
plate Company. The Tinplate Company sent us a supplementary repre-
sentation, T mean after the oviginal representation in which they make
the suggesiion that differential duties should be introduced on nnpmtvd
tinplate. Now on the figures which they have given us. if a difterential
svstem were adopted, the duty on Welsh tinplate wonld be somewhat lower
than the present rate of d\m pnamely Rs. 4%, while the duties on tinplate
imported from countrios other than United Km;_dom wonld be considerably
Ligher than the present rate of duty. So when we saw that was the posi-
tion under a scheme of differential, duties, we asked the represcatative of
the Tinplate Company what the effeet’ of that would be on the agreement
regarding tinbar bhetween you and the Tinplate Company, hecanse as you
know, the existing rate of Rs. RF s to continue under the agreement
until the end of December. 1936, or the withdrawal or rveduction of duty
whichever comes early. Tf vou have a compound duty, one of whicli i«
lower and the other is higher tham the existing duty, would that amonnt
to a reduciion of duty?

Mr. Dalal~This iz, I presume, a hypothetical question—in case any
such differential duty is agreed upon hy the Taviff Board.

President.—IL is something wmore than that., Before we make wp our
minds whether a differential duly should be imposed or not, we should be
in a position to know whether a differential duty would help the Tinplate
Company at all, that is to say whether the additional protection they
might get from a differential duLx 1.e., a higher duty on non-United
Kingdom plates. might not be more fhau off set by the higher price they
would have to pay for tinbar nnder the agreement. That is the position,

Mr. Dalal—Tt is an extremely diffienlt point on which we at present
have mnot been ahle to come to any decision at all, but the matter will
probably have to be referred to our Board and 1 think the first thing
that they would do in that case would be 1o obtain expert legal opiniom
as to exactly how the arrangement is to ho interpreted in the light of these
altered circumstances,

President. Tlave you been approached by the Tiuplate Company of
Inara?

Myr. Dalal.—No.

Mr. Mather—We have been told that they are going to approach us,
but we have not vet been approached.

President .—Supposing they approach you in a week from now. vou
have to tefer the question to vour lawvers. What sort of time all this
might take?

Mr. Dalal.—Tt could be settled in about a month'’s time.

My, Mather.—You will realise that en matters of this kind, lawyers
might differ.
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President.-—There is nothing more you can say about it, because the
question is essentially a legal question.

Mr. Dalat.—Yes.

President.—The third question that I want to raise this morning is
the question of the price at which pig ivon is sold. We have had 2
great deal of discussion since we examined you last regarding the question
ol pig iron prices and | should like to put to you the position of pig iron
as far as we are able to understand at this stage. The complaint we have
received regarding the prices of pig iron comes largely from small foundries.
Their complaint amounts to this that the price charged for pig iron to
them in the country is considerably higher than the price at which pig
iron is being sold to certain large purchasers in the country and we have
taken some trouble regarding the facts underlying this compjaint. 1 will
tell you how the situation presents itself to my mind. As far as you are
concerned the pig iron sold is almost entirely basic iron and 1 examined
your prices both internal prices and export prices over a period of six
years and I find on the basis of prices f.o.r, works the difference between
the export price and the internal price is somewhere about Rs. 10 to
Rs. 12, That is us far as basic irou is concerned.

Mr. Mather.—That is as far as all our iron is concerned. Tt is mainly
hasic.

President,—-Almost entirely basie?

Mr. Mather.—Yes.

President, ~-With regard to foundry ironw under the arrangement which
now exists _between vou and the Indian iron and Steel Company, they
are responsible for the sale of foundry irow very largely, aren’t they?

Mr. Mather.—To the engineering firms. We sell to the bazaar.

President-~What you sell in the bazaar is really basic iron.

Mr. Mather~ To a very large extent basic irom;, but not exclusively.
_ President.—Wheve do you precisely draw the line betwcen the basic
iron and the foundry iron?

Mr, Mather~ At 1:25 per cent. silicon,

President.- -Have you been selling iron with a silicon conient ahove
1-25°?

Mr. Mather—Tn small quantities. I ean give you the figures. In
1982-33 for the Calcubta market for the bazaar—T am not speaking now of
the large engineering firms—we sold 8,000 tons of hasie iron and just
under 700 tons of foundry iron.

President.-—Approximately what class of foundry iron is it? Ts it
No. 47

Mr. Mather—Approximately, but the purchasers of this foundry iron
in the haznar take in quite small units; sometimes No. 4, sometimes No. 2
and sometimes No. 3.

President.—-Mainly under 2 per cent. silicon?

Mr., Mather.—Yes.

President.—At what sort of price did you sell?

Mr. Mather- -We sold the hasie iron at an averapme price delivered at
Calcutta at Rs. 26:8.

President.—That ix the hasic iron delivered f.o.r. Caleutta®

Mr, Mather.—Yes.
President.—And vour foundry iron?
Mr. Mather -At an average price of Rs. 57.

President. That is the point 1 want to raise. T have examined the
relation between the prices of {oundry iron and basie iron in other
countries. I cannot find any country where there is a difference of this
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magnitude between fonndry iron and basie iron. To my mind it 1s an
unreasonuble position. Thay is what 1 want to put to you.

Mr. Mather- -3 suhmit that cqually you will find no other country in
the world in which anybody can buy basic iron in small quantities at
Rs. 262 por ton delivered at his station.

President. ~You raise Rs. 26:2, as far as small purchasers are con-
cerned, to Rs. 35. You still have got a very big difference to account
for—a difference which ise ont of all proportion to the costs of hasie
and foundry iron.

Mr. Dalal—Tt is only to a very small extent that we are interested
in the sale of foundry iron. Most of our sales are basic iron and that
hasic iron is heing utilised in large gquantities by the smaller foundries,

President. —Fhat is a diffevent question. I don’t like the position that
the supplier should he in a position to determine what the purchaser
should huy. I don’t think that it is a reasonable position, especially when
the supplier is in a fairly strong position in which you are here.

Mr. Dalal.—We arve mainly concerned with the manufacture of basie
iron for our own purposc. It is to a very small extent that we can
supply them with foundry iron and we find that hasic iron is suitable for
the use of small foundries. We are prepared to supply it at an extra-
ordinarily low price.

President ~ Practically every persou who appeared before us on hehalf
of small foundries definitely stated that basic iron would not be suitable
for their purpose,

Mr., Dalal.—With that T don't agree.

President.~ -Remember every manufacturer has told us so.

Mr. Mather.—We have letters from a large number of small foundries,
each of them saying that it used onr basic iron and that it found it suitable.
The volume of sales is sufficient to show that. A technical examination
of the matter, having in mind the kind of products made from this iron,
will show that this basie iron of aurs is suitable for the purpose. The
actual buyers of this 8,000 tons of iron last vear are raising no complaints
about its unsuitability. Wo have had no complaint from them. 1t is not
from the buyers of our irom that any complaint comes ahout the unsuit-
ability of hasie iron for the manifacture of those articles. One of thew
savs that he makes use of basic iron for the manufacture of rice bowls,
rain water pipes and fittings aud railings. The next one uses basic iron
for the manufacture of rice bowls land cast tron weights. The next one
covers the same ground, Another oue is doing very much the same kiud
of thing.

Mr. Wiles—The Tatanagar Foundry told us that they were able to
nse your hasic iron by mixing it with silicon. 1Is that a common practice
with these other people?

Mr. Mather—T don’t think it is. You can take it that it is quite
certain that they do not.

President—Take an article like rain water pipes. ls it possible to use
basic iron for the manufactnre of rain water pipes without {reating it
further?

Mr., Mather—Yes.
M+. Atha— Possibly they use a good proportion of serap.

Mr. Mather— They always use serap. Tt is becauso there is such a
large volume of good suitable scrap always available on the market in
India that we are not able to sell Jarger quantities of iron to small

people,

President. —Supposing 2 manufacturer took the line that he did not
wand basic iron for his purpose and that he would rather have foundry
iron, is it reasonable to tell him ¢ Lagk here, we are not going lo fet
vou have foundry iron although it is the kind of iron vou want ''?
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Mr. Mather, -Might T approach the question from n rather different
augle? Tha price at which iron can be imported into India, without the
henefit of a protective duty and even without taking into account the
cxisting revenue duty, s a high one. We are selling basic iron at a very
mneh lower price than that, As far as the Tata Tron and Steel Company
is concerned, we are not in a position to undertake to supply large quanti-
ties of foundry iron, but we are in a position to undertake to supply
Jarge quantities of hasic iron.

Presidend —The position is we are talking about the price of pig iron
in a country where the production of pig iron is the cheapest in the
world.

My, Mather—Yes.

President.—Even if you consider it veasonable that pig iron should be
sold in this country at a price corresponding to the f.o.b. price m a high
cost country like England plus the revenue duty, then I simply have to say
that it is an unreasonable position.

AMr. Mather. ‘That is not our position. 1 submit that the price at
which even the foundry iron has becn sold is substantially lower than the
import price.

President.—-1 discussed it with the Indian Tron and Steel Company.
Tf you take No. 3 Cleveland foundry, the kind of price at which No. 3
. ) . . ary, ; nopll
is sold in Calcutta is the f.o.b. price in United Kingdom plus the revenue
duty without the freight.

Mr., Mather —Yes.

President —If you are going to justify-this high scale of price on the
ground that you are not taking into account the freight which otherwise
vou would be cntitled. to do, to wv mind it is not reasonable hecause
by this arrangement you aud the Indian Tron and Steel Company con-
stitute yourselves a monopoly in this country.

My, Mather—1 submit that in spite of that the average swall foundry
in India is buying its iron materials, pig iron aud scerap, at an average
price lower than they can be hought at in any other country in the
world.

President. -1t might he lower still considering the costs in this country.
Look at it this wav. This arcument was put hefore us in the 1930
onquiry. There we were congerned only  with the question whether the
revenue duty should he continued or unot. Here we are concerned with a
higger question, that is to say, whether an essential raw material like pig
iron should pot he made available to the small manufacturer in this country
at a price which bears a closer relation to the costs and the other neces-
sary charges of the manufacturer. That is how T am going to look at it.
Now what is the average price at which you have heen selling foundry
iron?

Mr. Mather- -Rs. 57 delivered in Caleutta in 1932-33.

President.—What was the price f.o.b. for export in the same period?

Mr. Mather.—T dow’t think we sold any fonndry iron for exvort,

President.~ What is your basic iron price?

Mr. Mather.—Our average export price”gpve us 2 nett realisation of
Rs. 19-7. The f.0.b. price would he Rs. 247 in 1932.33.

President.—The usual difference between basic and foundry iron T take
it is somewhere about 3 shillings—not more than that.

Mr. Mather~ Approximately that.

President. —Take it at Rs. 2.

Mz, Mather.— Yes.

President.—The corvesponding f.o.b. price for foundry would be Rs. 26.

Mr. Mather.—Yes, Rs. 26-7.
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President.~ -Do you think it is wise that in regard to an essential raw
material the internal price should be 200 por cent. more thap the export
price? Ts that a reasonable arrangement?

Mr, Mather—1 don't regard the foundry iron aunplv and solely by
itselt as the essentinl raw material, To my mind it is the mixture of
foundry iron, basic iron and scrap in the proportions in which the customer
buys them which are essential raw materials.

Iresident.—Jt is one of the essential raw materials.

My, Mather—Yes.

President.—1 am speaking of an essential raw material which is sold
abroad at a price which is ]00 per cent. below the price at which it is
sold to the manufacturer in the country. Do you consider that a reason-
able arrapgement? Can you find a precedent for this kind ol thing?

Mr. Mather.—1 think 1 could.

Dresident.—For an essential vaw material?

Mr. Mather.—Yes, for steel. In Germany the ratio between the export
price and the internal price varies from time to time and T think there
wonld be no difficulty in finding ecases in which that ratio has existed.

President.—What is the import duty on steel in Germany?

My, Muther.—Like our import duties iv varies according to the product.

President. —There 18 no protective duty on cast iron in this country.
Therefore the internal market is not a sheltered market. The internal
market for steel in Germany is a-sheltered market and that justifies the
difference.  This cannot be defended whichever way you look at it and 1
think the point has got to be recomsidered. Look at it this way. What
is your basic ijron price?

Mr. Mather— The average price {for export is Rs. 247

President.—Take it at Rs. 25. Tt is shipped from Caleutta. [f you
take the freight—T don’t know what the freight is to Japan, you take it
at Rs. 30.

Mr. Mather— The freight is higher.

President,—You add conversion at Rs, 25

Mr. Mather.—Then there is 'the import duty inte Japan, which this
iron has got to bear.

President.—Are you sure that the import duty is not given in the way
of drawhack in the case of an exported article?

Mr. Mather. T do not know.
President. T suggest they get a drawhack,

Mr. Mather—1 can only surmise that it is not given in the way of
drawhack hecause the import duty was raised in ovrder to protect the
Tapanese iron manufacturer.

President. -T know of two or three industries in Japan where their
high import duty on the raw materinl is given hack in the shape of
drawhack when the manufactured article is exported. 1 do not know the
facts, but suppose that was the position, the prices at which the raw
mdtelml is supplied to manulucturers in this country and shipped abroad
would make it impossible for the local manufactnrers to stand competi-
tion from their rivals,

Mr. Dalal.—So far as the position of our Company is concerned, it is
only a fow hundred tons of foundry iron that we sell in the course of the
vear. We are not b.utuul'nl\ interested in the manufacture of fnundlv
iron. What we sell is surplus to our own requirements of foundry iron.
Tt does not pay us to go in specially for the mannfacture of foundry iron.
What we are interestod in is the manufacture of hasic iron @mly and we
submit that hasic iron is suitable for the purpases of small foundries and
that it is being used by them. That is our position. So far as foundry
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iron is concerned it is to a very, very minute extent that we are interested
in the matter at all,

President.—You are however a party to an arrangement which makes
this price possible.

Mr. Dulal —That arrangement is justified on the ground that other-
wise it will not be possible for the other Company to keep going at all.
If that is the position, T don’t see how the situation of the foundry iron user
in this country is going to improve.

President.—That is a point on which we have to be satisfied. The
total quantity supplied to small foundries as compared with the total
output is to my mind so small that a reduction of the internal price o a
more reasonable level as compared with the export price would have such a
serious effect on the local industry as to make 1t necessary #or that industry
to close down?

Myr. Dalal ~—That certaiuly is a point for the other firm. Tf the other
Company is prepared to consider the question of reduction of this price,
then we on our side would be quite prepared to fall in. [ may say that
very often we have pressed upon them the advisability of such a course.
Weo are very little interested in it.

President.— T find in face of the complaints that we have received of the
very wide differences which are now observed between the prices charged for
pig, T am seriously disturbed at the fact thal these prices which to my
mind are somewhat indefensible have been reundered possible by an arrange-
ment to which the protected industryis a party. What our conclusion
ultimately will be I do not knew, hut I want to state my personal reactions
to this,

Mr. Dalal.—1 quite see¢ the point.  Supposing we were not a party,
then as I said we would not be able to supply all the demands of the
foundry makers because we are not going fo set up a special furnace to
make foundry iron. [t will not pay us to do it. We will mevely confine
ourselves to the manufacture of basic iron and the guantity of foundry
iron that we will be able to supply will be very small. '

Pregident.—Yes. Personally T am considering whether, in view of the
facts I have placed hefore yvou, we should not recommend the removal of
tho revenue duty on pig iron which partly makes it possible for this differ-
ence in price.

Mr. Ddlal —Tf such a course were adopted, T would of course leave the
Tariff Board to consider seriously the advisability of adopting such a
course—l don’t think that it would affect us, As yvou know we are selling
ocur iron at a very reasouable price.

President ~T am free to admit that it the differcnce between the export
price and the internal price does not exceed the sort of difference that
has provailed in your case, it would he a reasonable arrangement. But a
Jdifference which makes the intornal price more than double the export
price in the present conditions of competition is to my mind 2 matter
that calls for serions consideration. T realise that you are mnot directly
concerned with this question, but you have an indirect connection with
this question and in any arrangement which may he brought ahout here-
aftor hetween you and other pig iron producers it is I think important
that this aspect of the matter should be considered.

Mr. Dalal-—We will certainly bear this in mind and we will again
consult the other pig iron producers to sece if a more reasonable arrange-
ment could be arrived at.

President.—What is the period of arrangement between you?

Mr. Dalal.—No definite period is specifically laid down.

President.—Ts it renewed?

Mr. Frather—Tt is simply subject to four months notice.

Presideni.—No particular period?
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Mr. Mather- No. T may point ont that il the prices of foundry iron
were very substantially Jowered not only would the other pig iron producer
in British Tndia be affected hul also possibly the Mysore Iron Works. We
shonld presumably then bave to give up the arrangement under which we
refrain from competing in South India.

President —That is a position which 1 have considered. The interests
ol the Mysore Tron Works have to be tuken into account in exactly the
same way as the interests of other producers. But the position is that
much the greater part of outpur of pig iron both foundry and basic ix
shipped abroad and the sales inside the couniry are comparatively little.
The greater part of the production is sold ut prices which are consider-
ably below this price of Rs. 57 which you have given us.

Mr. Matlher- Ycs.

President —Therclore if a different arrangement were brought about
regarding the prices at which foundry iron would be sold to stall manu-
facturers, the proportion of the total output which ihe new arrangement
might affect is in my opinion relatively small.

Mr. Mather.—As far as the Tata lron and Steel Company is concerned,
they wonld have no appreciable effect on our position.

President.—Do vou think that it is obligatory ou your part before you
onter into aun arrangement of this to see that wider interests are not
affected?

Mr. Dalal.— Certainly, we have to see to that.

Mr. Muther. -Undoubtedly, but—toam not clear from the representa-
iions that have been put before the Board -the Board may have additional
information—in what way the interests of these small foundries, which we
certainly regard as legitimate interests for attention and consideration, are
seriously affected. We are wnnable to find in the Trade Returns any
evidenco that iron castings of the type in which they ave interested arve
heing imported. .

President.— Substitutes are beiug impovted. T feel in practically every
major enguiry that we have done in councetion with the Tariff Board
while protection is a thing which s generally in the interest of the
country the parties which suffers are geuerally the small people, people
who are nat able to take care  of themselves, and it is for the Tarifi
Board to sce that these industries do not suffer while the major intevests
of the indusiry are safeguarded.

Mr. Dalal.~Js it made out that the interests of the small foundries
are seriously affected, because if, as we say, it is correct that basic iron
is being used hy small foundries, then I do not guite see how the interest
of the small foundries would he particularly affected.

President. -Suppose the Tariff Board came to the conclusion that the
interests of the small industries were likely to he affected?

Mr. Dalol—Then we would be quite prepared to undertake to consult
the other pig iron manufactarers and modify the agreement.

President.-—I think for the present I would leave it at that. I want
to refer to a statement that yon make in your memorandumn No. 17 regard-
ing the sale of pig iron. Tn that memorandum you say  This iron is sold
at a much lower price than the other grades, but the Company is prepared
to supply to the smaller fonndries (at the same price as bnsio).vsuitable iron
for specific purposes, if a genuine demand arvises and it is clear that basic
iron cannot satisfactorily be used V. The prices of foundry iron that won
have given us are very cansiderahly ahove the basic prices? :

Mr., Dalal.— That is so.

President. —Have you ever quoted a lower price for foundry isem under

this provision?
Mr. Dalal.—We are quoting lower prices now for foundry iron,
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Mr. Mahindia —The pesition is this: ihere is the danger of supplying
foundry fron at a lower price and the other people re-sclling in competi-
tion with us. That is the reason why we put this clause more or less on
these hnes.

President.- That can casily be set right, 1 a genuine producer asked
you for a supply, and uot a dealer, in reasonable quantities, that danger
1s completely met.

Mr. Mahindra.—That is true, But if heecomes forward and says that
he requires foundry iron or basic iron or a mixture of both for the purposes
of producing certain kinds of castings then I give instructions to the works
to mix the foundry iron and the basic iron and supply him with that.

President.—ITave you done it in any case.

Mr. Mahindra.~ 1 have offered to do ihat in the very recent case of
Messrs, Sikdar Iron Works when their representative approached me in this
conpection,

President.. What precisely was your offer?

Mr. Mahindre.—That I would supply them a mixture of basic and pig
iron for the purpose for which they vequirved it, i.e., for the manufacture
of special castings.

President.— At what price?

My, Mahindra.—At the same price us for the basic pig iron.

President.—What reply did they give you?

Mr. Mahindra.—They have dene mnothing. further.

President.—How long agn wus this?

Mr. Mahindra.—About a wmonth ago.

fus

President.—The provision as you word it here, js “if a genuine
demand arises and if it is clear that basic iron eannot be used . Clear
to whom? To you?*

Mr. Mather—Yes.

President. -You think that the Tata Tron and Steel Company should
he satisfied that the purchaser cannot use some other material which he
thinks it more convenient to use?

Mr. Mather=-Our foundry experience is greater than that of most of
these small foundries and we may be able to suggest to them a mixture
which is more satisfactory for their purpose and which will cost them less
money. After all we have a very substantial experience in this conmec-
tion. .

President.- You have not gol experience of rice bowls and rainwater
pipes because you have not cast things for the market,

Mr. Mather— Not in recent years,

Mr. Mahindra. 1 may add that T offer technical help to any foundry
which comes forward to use our raw material.

President.—1f they don’t care to take your technical services you
cannot blame them for that.

M. Dalal.—This is all done because we are affering to sell our material
at a substantially low price.

President —T think J have stated my own position fairly clearly.

Mr. Dalal - Yes.

President.- The point was brought to our notice by the Railway Board
that in regard to billets of C and D class they have found it difficult to
get suitable supplies from the Tata Iron and Steel Company. Is that a
correct statement?

Mr. palal.—’l‘here have been grounds for complaints, T admit, with
regard to the supply of C and D class billets in the past but we are
trying to make good tMat deficiency as hard as possible and we believe
that during the next two or three months we shall be in a2 position to
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manufacture this class of steel in such a manner as would not give them
any cause for complaint.

President,—When was this enquiry made? Was it an enquiry or a
definite order?

Mr. Dalat.-~A definite order.

President.. How long ago was that?

Mr. Dalal.—Abhout a year ago.

Mr. Mahindra.—7 discussed this matter with the Railway Board.

President.—What precisely was the diffieulty with regard to the quality?

Mr. Mahindra.~ Sometitmes the C and I class steel which was supplied
to the Railway workshops was not found homogeneous; there was one case
in which they found pipe but otherwise we have found that all the steel
of ¢ and D cuss which has been supplied for wagon building has heen
fonud suitable,

Pregident. What wus the yuantity iuvolved in this particular order?

Mr. Mahindra.—It was not one case, but small orders placed from time
to time. Sometimes steel supplied and passed by the Metallurgical luspector
at Jamshedpur when actually worked in the workshop was found defective.

Presidend. -What was the guantity involved?

Mr. Mahindra,—300 or 600 tons of this class of steel.

President.—In your opinion the evidence does not justify the conclusion
that Tatas wonld noit he in a position: to supply billets of thesc special
classes, either that you are not-in a position or you may not think it
worth while lecause of the small yuantity involved?

My, Dalal- We have been considering this question and we have hecn
i consultation with the metallurgical department and the metallurgical
department has assured us that they are now thinking of certain means of
avoiding these defects by which they would be able to supply ¢ and D
class steel in the future in a very satisfactory maunner.

President.—] will tell you the practieal aspect of this question. If we
decided to accept your proposal that the duty should be levied on billets,
the yuestion would arvise whether the duty would not be wunnecessary in
the case of hillets ol special classes, and if it is clear that either you
are not in a position or you may not think it worth while to roll
billets of thix class, then the question would have to be considered "in
that light.

Mr, Mather —T1 quite sec the point. Qur attitude is that the com-
plaints which you mention were hrought to our notice and as Mr. Dalal
has told yon, we had the matter investigated very carefully and we are
definitely in a position ta assare you that when we roll against the next
order we shall be able to avoid the defects which arose last time. T
personally believe that we will he ahle to supply satisfactory billets and
that being so we shall certainly want fo book the orders even though the
quantities are small.

Presiden! —Can  you el me approxmmately what proportion of the
quantity of the special elass of billets that yon supplied to the railways
has heen snhject to ecomplaint. Ts it possible te give us some indication?

Mr. Mahindra—Y¥or the last eight mouths the railways have not placed
orders for ¢ and D class billets.  As far as T understand the position is
this. We supply basie steel. The ¢ and D elass steel is generally prodnced
in an acid tarnace. The latest developments at Jamshedpur lead us to
believe that we will he able to produce satisfactory steel for € and D
class specifications.

My, Mather.—1 may point out that we have also supplied suhstantial
quantities of bars’ of C and D class on which we have pragécally no
complaint.

President—Mainly to wagon builders?
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Mr, Mather.—Yes.

President.—~What quantity did you supply of these special bars?

Mr., Mather.—500 to 700 tons per year.

President. -There has been no complaint at all?

Mr. Muather.—Practically no complaints.

President—We may take that as a definite statement?

Mr. Mahindrao.—There has been a compl®int about surface defects in
one consignment, The position is this: these hillets when they arce sup-
plied from Fngland are generally chipped and from our works we used to
supply without chipping them. At present we have adopted ihe practice
of chipping and in future we shall get rid of this defect.

President —There is another question with regard to the railways and
that is a much more important question that T want to raise this morning.
That is the question of the form of protection to be adopted regarvding
rails.  You remember. Mr. Dalal, we discussed this point in the first oral
examination. As T look at the question at present the suggestion is this:
therc are two wavs in which we can erant vou protection for rails. We
can do it in the form an agreement more or less on the present lives or
we can have simultaneous tenders. These are the only two alternatives,

Mr. Ddlal.- Agreement more or less on the present lines!

President —Fither it is an agreement or it is a case of simultancous
tenders,

Mr. Dualel. -Agreement between us and-the Railway Board.

President.— -T{ it is an agrecement, the agreement has gol to he based
necessarily on some priee, The present agreement g based on the fair
selling price estimated by the Tarift Board.

Mr. Dalul.—Yes.

President.-——Tt can be hased also on a price corresponding to the import
price. These are the two allernatives regarding prices en which the agree-
ment may he hased. [In that connection wou make a statement in paragraph
105 of vour representation °° The Company understands that it is the pelicy
of Government to purchase the whole of its requirements of rails and fish-
plates in Tudia at the prices at which it conld import these articles .
The present method of purchase aof rails by the Railwar Board does not
confirm this statement because thev are heing bought not at the price at
which the Railway Board could dmport. these articles but at the price
which would give the Tata Tron and Steel Company a fair rveturn,

Mr, Mather. —Rails are being bought under a seven vear contract which
has heen extended for a year. The price 1n that contract was agreed
between the Company and the Railway Board at the end of 1926 in special
circumstances on a communication made confidentially by the Railway
Board to the Company in order to enable this agreement to be arrived at
in adequate time for us to take account of the protective duty which was
recommended by the Tariff Board as a result of the enquiry in 1926,
That protective duty as vou will remember was Rs. 13 which appeared
to be necessary in order to eunable the Company to get a faiv selling price,
Therefore, although it is correct that the price provided in the present
contract is the fair selling price, the centract price was hroaght up to that
hy meaus of the protective dnty.

President.—That is not the corvect statemeut of the pasition Rs. 110
was precisely the fair selling price we arrived at for rails. We proposed
in the 1926 report that much the hest arrangement would bhe for the Railway
Board to huy rails from the Tata Tron and Steel Cowmpany at this price
but we had no means at that time of ascertaining whether our proposals
would he accepted or not.  We therefore decided to recommend a protective
duty in case some other arrawcement was adopted, bnt this Re. 110 was
definitely the fair selling price.
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Mr. Muther.—That is so, but it also corresponds with such price as the
Tariff Board was able to obtain in 1926, for imported rails. 1f wmy
recollection is right, the rate was Rs. 105 at that time. Rs. 13 duty
brought. that up to Rs. 118; an alowance of Rs. 8 for the freight
disadvantage on the distribution of rails from Jamshedpur left Rs. 110.

President. -Are you quite sure it was Rs. 1057 My own recollection
is thai the import price with the protective duty would have given a
considerably higher price than the fair selling price even after allowing for
freight disadvantage.

Mr. Mather—-‘Table XVLII[ of the 1926 Report shows that the c.id.
price landed without duty for British rails was Rs. 105. A duty of Rs. 13
was levied and that brought the price at the ports to Rs. 118 correspond-
ing to the fair selling price of Rs. N0 taking into account the freight
disadvantage.

President.—It is a curious situation,

Mr. Mather.—You followed the normal procedure in ascertaining aud
recommending the duty. The Board ascertained the Steel Company’s fair
selling price at Rs, 110 and the freight as assumed by the Board was
Rs. R. If the Steel Company were to get a fair selling price, the import
prico should be brought to the level of Rs. 118 at the port. The import
price was Rs. 105 and the duty required was Re. 13 which was recom-
mended by the Board and accepted by the Legislature.

President.. Suppose we followed this niethod in this enyquiry. Suppose
we decided that the agrecinent should be based on the import price plus
duty. Now in the present case narprotective duty is called for.

Mr. Mather.- That is clear.

President. - The rtevenue duty may be there.

Mr. Mather.—Quite so.

President. -So we take a price of Rs. 94 ex-works. That converted
into a fair selling price at port would be Rs, 94 plus Rs. 8 or Rs. 102,
What you would like is a price corresponding fo the import price plus the
revenue duaty if there is no protective duty.

Mr. Malther —Quite.

_ President.—Supposing T take your figure of the import price of rails
without duty at Rs. 112-5, then taking the novmal revenue duty at 10
per cent. and adding Rs. 11'2 to that, you get Rs. 123-7; then deduct
Rs. 8 from that which gives yon Rs, 1157 ex-works,

Mr., Mather —That is right.

President. -If we decided to base the agreement on a price not neces-
sarily based on the fair selling price, but on an import price including
revenue duty, convert it to f.o.r. Tatanagar, it would be a price of some-
where about Rs. 108,

Mr. Mather. Tf il is your opinion that the rovenue duty should be
taken at 10 per cent., we should accept your judgment without question,

President —I have no particular judgment about it, bnt T think on
railway materials 10 per cent. may be taken as normal from the experience
of the past 10 or 12 years.

Mr. Mather.—Yes,

President.—IF we accepted this figure, then the Railway Board would
have to pay Rs. 5 more than they are paying now in spite of the reduction
in your costs. That does not sonnd very reasonable,

Mr. Dalul. —it is Lhe commercial basis.  As Tar as T know the Railway
Roard would like to purchase their rails on the commereinl hasis and this
is the way we arrived at this figure,

President.—Don’t base anvthing on that Mr. Balal, becausa I have no
evidenco if that is the view of the Railway Board. You may think so, but
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1l have mo evidence for thinking that it is the policy of the Railway
Board. 1 do not know what their policy is. But when the present price
is Rs. 110 for ordinary rails and that pypice has prevailed for the past
7 years while the industry bhas been able substantially to reduce its costs
and may reduce them still further hereafter, would you consider it a
satisfactory arrangement that the price of rails should be raised by
Rs. 6?2

Mr. Dalal.—~We don't stand to benefit by that, because that will go
towards a reduction of duties on othor malerials; but if that is the fair
price at which the Railway Board can purchase rails, we don't sece that
there is anything unfair in their paying that price. )

President.- 1 still do not understand what from your point of view
is the diffically in case the agreement is based on a fgir selling price,
because if you get a surplus, you surrender the surplus.

My, Dalul.— 1 think we would surrender the surplus in favonr of materials
where the duty «till stands on a faivly high level,

President.--Thore is one practical difficalty., This price of Rs. 115
which we take as the ex-works price corresponding to import price is
based on a price of £7-7-6 I think as the lowest price from the United
Kingdom. T should like to know in a little more detail what precisely
is this quotation.

My, Mather. -That price as stated here 1s the lowest price so far as we
know at which the United Kingdom sold rails during the year 1932, That
was for an order to the hest of my kuoowledge of about 15,000 tons for
South Africa. I may add thal sivce the last occasion on which we were
giving evidence, 1 have made further enquiries and 1 believe that the
lowest, price at which the United Kingdom has sold rails for the whole
period from the time when England went off the Gold Standard ap to the
present is £7-2-6 which is § shillings lower than this fizure.

President —L£7-2-6 is the lowest price quoted by the United Kingdom
since when®

Mr. Mather.—Since England went off  the Gold Standard. T can also
add that the price at which British railways buy rails is £8 f.o.r. makers’
works.

President.—~You mean the anternal price?

Mr. Mather.--Yes,

President.—That is no use for our purpose. The lowest price is £7-2.6
since Fugland weut off ithe Gold Standard. What sort of order was it?

Mr. Mather-—I have no specific details. There again T believe it was
for an order of 10,000 to 15,000 tons. That is of course for sale within
the reserved area for British rail makers.

President - —Then the TRMA'S minimum would apply.
Mr. Mather.—Yes.

President.—£8 sterling which in India T think might make a differenca
between the lowest United Kingdom price that you qguoted of ahout Rs. 12.

Mr. Mather. —Approximately that.

President.—Supposing I take the line that if the Railway Board were
in a position to call for tenders from British manufacturers for an order
approximating 60,006 ov 70000 tons, they might get mueh hetter guotations
than £7-2-6 sterling.

Mr. Mather.—Wao have o certain amount of difficnlly in disenssing this
in detail, because there is no available record of all the transactions of ghe
IRMWA. But T do not believe that T am in error in saving that TRMA
would not reduce the wrice simply because the order is big. The TRMA
lhias reduced the nrice in the .case which T have iust mentioned to £7-2-6.
because it thonght in that event rails would be hought at that price but
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otherwise they might not have bheen bought at all or a smaller quantity
would have boen bought. It is not so far as | can gather the policy of
the IRMA to reduce ifs prices merely because the order is large.

Dresident. <14 may not be poliey of the IRMA to reduce prices in
free markets, in neutral markets?

Mr. Matler.—In any of the markets.

President.— With regacd to internal warvkets?

Mr. Mather—In any of the markets.

President, =But  then how do vou have these vaviatlons? You have
given us a few variations. How do these variations occur?

Mr., Matber -According to the indgment of the TRMA Commitiee
whether o lower price might induce the passible bhuyver to place the order;
otherwise he would not buy at all.

President.—T am not in the confidence of the TRMA. Since thero is no
minimum observed with regard to internal markets and there is the pos-
sibility of getting in competition with some other party a very substantial
order, why British steel makers should not quote more favourable prices,
1 do not know. T ¢an understand their policy with regurd to the minimum
in the export markets but when there is no minimwn at all in the internal
markets of the participating country, what iy the policy which underfies that?

Mr. Mather.—The position is essentially the same, because there within
the British reserved arca or the French the Cerman or any other reserved
area, the makers work asx a single unit and do not compete. There 18
no free competition,

President.—Supposing in an o internal anarket there is a manufacturer
who is nol a participant in thae IRMA and thereiore competition arises
from thai source, then vou sce the ‘whole ‘hody of manufacturers in the
Uaited Kingdom will act together.

Mr. Mather. --That is so.  Tlere again as you realise we are only disenssing
hypothetieal questions. 1 think jt ix more probable that the British munu-
facturers would get into coutact with ns vealising as they do that we
are in a very much stronger: position to supply the rails in the Tndian
market than anvhody else in the world.

President.- -If you take €7-2:6, what sort of price do you get?
Mr. Mather—1t would reduce the price by Rs. 33 approximately.

President.—That would bring the import price with a revenue duty of
10 per cent. to Rs, 112,

Mr. Dalol—Yes. May I point out that these prices which the British
vailmakers have quoted since Fngland went off the Gold Standard are
lower than the prices which they weuld otherwise have quoted,

President. —-That is what indicates to me that considerable variations
are possible according to circumstances.

Mr. Dalul. =To elaborate what Mr. Mather hav just new said, if we
visualise the circumstances under which British railinakers were to competle
in the Tndian market. what would be their position? Jt would he almost
certain that they wonld not get the orders for rails, The only thing that
would happen is we would have to drop prices in competition. That is
not the kind of situation which thev would like to see indefinitely. Tt may
happen for ane vear or perhaps it may happen for two vears and then
there is a possibility that with our rail costs as they are we might compete
in «ome of their reserved markets which we are in a position to do and
they would not like such a situation to arise.

Mr. Maiher—1t is not to their financial inferests to reduce the price

of rails in Tndia, because they know in any ovent thev would not get the
order after ane or two vears, Naturally in that event it would lead to a
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strongly competitive ':1tvtit.1;de between the Steel Company and the British
raxlmaker.s which might in certain circumstances in future lead us to
compete in a way which would definitely be to their detriment.

President.—You admit, don't you, Mr., Mather that we are speaking of
factors which are almost entirely hypothetical, '

AMr, Mather.--That is so.

President.—Do you think it reasomable ip regard to an article like
rails to fix a price for a period of seven years on what is after all a
hypothetical figure? About this figure of Ms. 94 there is no hypothesis,
We can establish that,

Mr. Mather.—Might T suggest these are important facts in the situation?
When the price for the present contract was fixed at the end of 1926,
the TRMA was not operating and the world price of rails has very sub-
stantially risen since 1926. Therefore it does not seem to us to be in-.
herently unreasonable that our price should rise by Rs. 5 per ton. I
submit that if the last Statutory enguiry had been held a year later, by
which time the IRMA was operating—it began to function in October or
November, 1926—-then the position would have been that the price of rails
would have been higher than was taken by the Board in 1926.

President.—From your point of view is there any objection to a system
of simultaneous tenders?

Mr, Mather.—-No.

President ~ Theve is no protective duty required on your figures?

Mr. Dalal.—No. As between fixing on the basis of the fair selling price
and simultaneous tenders, we would much rather have simultancous tenders,
because we feel certain that we would get much bhetter prices.

President.—Supposing we had an agreement based on’ this price or on
the fair selling price or some other price, supposing another steel works
was started in this country, what wounld be the position?

Mr. Dulal.—-It would be sometime before they brought down their costs
in the matter of rails.

President.—Supposing they were in a position to quote the same price.

. Mr, Mather.-——Is this on the supposition that another Steel works was
started?

President.—AL the end of 4 or 5 vears they would like to get a share
of the world’s market aud they say “we are prepared to guote the same
price as the Tata Iron and Steel Company ’’.

Mr. Dalal--Then of course it would be for the Government of India
to divide tho order.

President.—Suppose the agroement had mot in the meantime been made?

Mr, Dalal.—There you are going into a region of greater hypothesis.

President.—We are really discussing various hypotheses now, so it is
just as well to have the whole lot of hypotheses. On the first day of
your oral examination, you were very keen on the possibility of another
steel works being started. The proposals of the Tariff Board are put up in
September and the Government of India legislate in October and straight-
away the idea is taken up. By about 1937 or early in 1938 there is
another steel works in the country. They would like to get a share of
the rail market and they go to the Railway Board and say “ Well, treat
us exactly as you have been treating the Tata Iron and Steel Company .

M7r. Dalal.—That wounld only be an argument for not entering into an
arrangement for the full period of seven years.

Presidsgd.—What period would you suggest?
Mr, Dalal.—If such a wontingency was regarded as at all probable . . . ..
-President.—I thought you regarded that contingency as probable.

STEEL INDUSTRY ®
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Mr, Dalal.—That they would within this period be able to manufac-
ture at such costs as Lo compete with us scems to us to be very unlikely.

Mr, Mather.—Or at least that they would in the first instance equip
themselves to manufacture rails.

President,—An arrangement of this kind would preclude such a possibility.

Mr. Dalal.- -1t seems to be such a very remote contingency that there
is no likelihood of any h:\rm.beiug done to any party,

President.—Is there any objection from your point of view if the
agreement were for a shorter period than the period of protection?

Mr. Dalal- We don’t see any particular object in doing that.

President. —-Supposing there was some object and it it was done, would
there he any @bjection from your point of view?r

Mr. Dalal. ~There would he no objection,

President —Because your interests are not likely to suffer. Supposing
at the end of four years there was a steel works started in the country
and they adopted the same price or some price corresponding to the import
price, it would not affect your position?

M», Dalal -—No.

Mr. Wiles.—You excluded in 1924 your operations on your collieries
from your other activities.

Mr., Mather.—Yes.

Mr. Wies- Have you got separateaccounts for collieries? They are
not separated at all in the balance sheets.

Mr. Mather.—No.

Mr. Wiles.—1 want to make it quite clear that the figures which you
have given us in your representation do totally exclude any losses which
you might have actually incurred on your collieries?

Mr. Mather.—That is so. May T be permitted to add we have not
actually made a loss. They don’t iunclude the profits that we have made on
the collieries which are, T admit, small.

Mr. TWiles,——That is to say, your realisations which you have given us
in vour reprcsentation are based entirely on the orices thut you obtained
for steel omly?

Mr, Mather—And pig iven, sinee pig iron was taken into account in
the recommendations,

Mr, TWiles.—The cost of working your collicries appears n your profit
aud loss account undev the heading - expenses of production

AMr. Mather.—Yes,

Mr. TWies.—You say that there is no loss in the period of seven years
in the working of your collieties,

Mr. Mather. -No,

My, Wiles —Taking seven vears as the peried.

Mr. Mather., Quite.

AMr. Wiles—I1 should like to refer vou te your balunce sheets. 1 am
anxious to know a little ahout the reserve lunds which you show there, 1
think you have (1) debenture sinking fund. (2) veserve fund account, (3)
repairs and renewals account and (4 sinking and other funds. Does that
complete the whole of vour reserve rund accounts?

Mr. Mather..—We have for instance Tncome-tax Reserve Account which
is a new item. The account above that ** Provision and Reserve for doubtful
debts ’ is a reserve in so far as the amount set aside may prove to be
greater than the actual requirements.

AMr. TWiles,—Are these funds accumulated on any regular system® Do
you set aside any percentage every vear® How da they accumulate?

Mr. Mather.—There is no system.
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Mr. Wiles.—Take one item—Debenturs sinking fund.

Mr. Mather.—That was accumulated over a period of three years. .

Mr. Wiles.— -1t is not added to?

Mr. Mather.—No.

Mr., Wiles.—IL is held as a reserve against the repayment of debentures?

Mr. Mather~—As an additional reserve against the repayment of deben-
tures. After three years, we decided to pay 8ff debentures without making
any special allocation,

Mr, Wiles,—What is the Reserve fund account?

Mr. Mather.—TReserve fund account is a survival of the prosperous days
of the Company when we did put aside a sum of money, According to
the earliest halance sheet which T have with me at the moment, wiz,,
19926-27 halance sheeot, the reserve fund was exactly the same amount. 1T
think there has heen no change in tha¥ since 1921,

Mr. Wiles.—YFor what purpose is that held?

My, Mather—Thera was a halance from the profit and loss account
which was transferved to the reserve fund account in a year or years in
which the profits of the Company were large and the Company decided not
to pay to the shareholders the whole of the profits.

Mr. Wiles. The Directors are at liberty to use it for any financial
purpose they like,

Mr. Mather.- -Yes, subject to the sanction of the shareholders,

Mr. Wiles.—Repairs and renewals account—we discussed that at some
fength the other day.

Mr., Mather.—-Yes.

Mr. Wiles.—The other account iy *8inking and other funds”. Are
these funds added to*

Mr. Muather.— -Yes.

Mr. T¥iles. -There has been an addition of about Rs. 4 lakhs.

Mr. Mather. Yes.

Mr. Wiles.—ls it just a percentage?

Mr, Mather.—Most of that is a fixed amount per ton of material handled.

Mr. Wiles.—The item sinking fund iz for the amortisation of debts?

Mr. Mather.--No. This group is mainly for the replacement of wasting
assets. i.e., minerals.

My, Wiles—Is it against what is called ' a depletion fund” or is it
part ol the depreciation fund?

Mr. Mather.—Tt is not part of the deprecintion fund, which is allocated
annually on the hasis of the fixed capital invested.

Mr. Wiles,—But vour depreciation fund at present is calculated on your
capital expenditure on ore mines as well as everything else.

Mr. Mather. Yes. We have very little or no capital c¢xpenditure on
mineral deposits as such. We pay for that by means of a royalty. We
have not capitalised the value of the minerals in the deposits nnless we
had to pay capital. )

Mr. Wiles.—What is Rs. 86 lakhs which vou show as capital expenditure
on mines®

Mr. Mather—That is on equipment—locomotives wagons and railway
tracks, bangalows, quarters, repair shops, ete.

_Mr. IWiles. 1t does not include anything on account of the value of
mines?

Mr. Mather—No. So far as collieries are concerned, the value has in
some cases been capibalised but you will of course realise that collieries
are excluded from our valuation of the assets for your purposes. They
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have been capitalised merely because we purchased most of the collieries

from existing concerns, We had to pay a large sum for the valhe of the

coal in the scams. We were not the original leaseholders in some cases.

_ Mr. Wiles.—Let us confine ourselves to the ore mines. You say that this

sinking fund is an accumulation against the depletion of your reserves of ore.
Mr. Mather.—Not exclusively. T will submit a note, if you want, giving

a fuller analysis of that.

Mr. Wiles.—It is definitely not a sinking fund for the amortization of
debt?

Mr. Mather.—No.

Mr, Tiles.—Additions made in the vear represent percentages calculated
on the gquantitjps of ore taken out.

Mr. Mather —They represent fixed sums per ton of mineral taken out.

Mr, Wiles.—I understand you have never kept any definite account
of your depreciation fund. You don’t regard it as s fund in which you
are definitely restricted by audit rules. Do you ever have to satisfy your
auditors as to the method in which yon are applying your funds available
in the depreciation fund?

Mr. Mather~-Tn what way should we have to satisfy the auditors?

Mr. Wiles—In many industries 1 understand where a depreciation fund
is actually kept, the Directors cannot spend money from the fund without
satisfving the auditors that it is an item for which depreciation fund
can he utilized. You treat vour depreciation fund rather as a general
addition to your finances?

Mr. Mather.—We keep one general financial account. We don’t lock
away the allocation to depreciation and invest it entirely separately. Nor
do 1 think that practice is at all common,

Mr. Wiles.—Tt is not uncommon so far as my investigation goes. A
separate account is kept showing how the amounts from reserves accumulated
for the definite purpose of obsolescence or depreciation have been utilised.
Here is a copy of the balance shect of the Bsthlehem Steel Corporation
which will illusirate what T mean. There you have a rather an elaborate
account in which they have shown not only depreciation fund but also
obsolescence fund and depletion fund (showmn).

Mr. Mather.-~Yes. ~-We keep our accounts in such a way that we could
without difficulty prepare a table of this type.

AMr. Wiles.—It is a little bevond our competence to go into that. But
it would have simplified our task very considerably if wo had had some
such accounts at our disposal. You remember the argument that wo had
the other day as to whether some of vour additions to the capital expendi-
ture counld he met legitimately from vour depreciation fund. I drew a
distinction between capital expenditure from depreciation fund account and
capital expenditure from a more general reserve. This illustrates what I
mean.

Mr. Mather.—I should like to examine that in a little more detail.

Mr. Wiles.—You may keep it if vou like and return it later on. In
general, I take it from your subsequent memoranda regarding your proposed
capital expenditure that one of the chief points is that you don’t wish
to be tied hand and foot to any particular expenditure, but you propose
to follow ronghly the programme subject to vonr financial circnmstances.
You don’t want to be tied down to an annual programme.

Mr. Mather—We are not in a position to say, and I doubt whether
any concern of our nature would be in a position to say, definitely how
all the money available for devclopment during the next seven years is
going to be spent.

Mr. Wiles.—1 only mention that as arising ous of what we just ascussed.
You have roughly classified your capital expenditure into expenditure which
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15 entirely gor replacement and expenditure which is more or less an addition
to your normal activities,

Mr, Mulher—Yes,

Mr. Wiles.~-1 should certainly 1egard your expenditure on replacements
as having the first claim on your capital expeunditure,

Mr. Mother-—The expenditure on replacement T would subniit can he
regarded as having the lirst claim when it comes to the stage that il is
ahsolutely necessary or unavoidable, but it does’ not necessarily follow that
ot any particnlar date, when one envisages the luture and when certain
developments arc gomg on, the tuture unavoiduble replacement should
have precedence over the development item.

My, Wiles,—That is rather a matter for your doweslic argangement. 1
am only concerned to point out as tar as Lhe depreciation fund’ is concerned,
L should regard ihe items of rveplacoment as having definitely the dirst
elaim ou the depreciation fand rather than estensions involving additional
capital expenditure which might or wight not pay for themsclve

Mr. Mather.- 1 do not feel that I conld aceept thal position without
qualification.

Mr, Wiles—1 am not dealing with auny reserves which yon may have
addition to the depreciation fund.

Mr. Mather.—T quite realise that,

Mr. Natesan. Ls it delinitely yvour contention Lhat ihese small industries
do certainly get on with hazic iron?

Mr. Dalal.—We¢ find that swall industries do mse our hasic iron to a
very largo extent for their purposes.

Mr. Natesan., -Are you ina position {0 say that you have had no com-
plaints from them?

Mr. Mather—Yes, We have had letlers from them saying that they
have heen usiug our basie iron without any trouble.

Mr. Notesan.---Do the same parties come again and again and purchase
basic iron from you?

Mr, Dalal.—Yes.

Mr. Mather.—They are regular customers,

Mr. Natesan.— With regard to-the other statement to which the President
drew vour attention, you say that if there is a genuine demand, you would
be prepared to supply.

Mr. Mahindra, Tf somebody  asks for special iron for a special article
then we deliver liim whatever iron lie requires.

Mr, Nutesan. Will you go so far as to say that you wounld give him
foundry iron with a swmall wargin over basic iron?

Mr. Mahindra—-The distinction between basic iron and foundry iron
is in the silicon content. Tf the articles they want to manufacture require
a higher percentage of silicon we would certainly give it to them at the
same price as hasic iron,

My, Dalul—We will wob supply him with No. 2 foundry iron, or No. 1
foundry iron or anything like that,

My, Nuafeson.—You will determine exactly what material he should use?

M Maolhindra.—We are going to supply this material at a very low
price, The railways, for example, wanl diron lor sleepers: they do not
specify what that jron should he and we calt it sleeper iron; it need not
he No. LI or No. ITI or No. TV,

Mr. Mather—T n]i;_r,ht:- point oub thut this is a case in which we have
actually put into effect Lhe principle indicated here, in ihe same spirit
although pwehaps nol precisely lo the letter, that we have supplied iron
Lo the Tatanagar Koundwy at special prices and Lhat the foundry has
not complained ahout the price wo which we have supplied to them suitable
iron for the manufacbure of sleepers ut a price which has no relation to
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the import price of pig iron and at a price which is practically the same
at which we have heen sclling hasic.

Mr. Natesan.—7The point 1 aw trying to emplusise is thut having regard
to the numerous complaints something should he done bo seo that this
compleint is mol repeated,

Mr. Mather.—We have gone a long way to meet them by giving them
iron of the kind Lhey require. Whai | tcel ahout the complaints is Lhat
they come mainly  frome foundriecs  which are not  functioning to-day.
Foundries which ave working to-day. I amay say that 90 per cenb. of them
have told us that they are using b irou and are tinding it suitable for
the purpeses for which they waut it

Mr. Dalal. Our buyers have not complained; persons who have com-
plained are®not persous whe are working their foundries at the present
moment.,

Mr. Natesan. - Do you contemplate adding to the number of G cluss
apprentices?

e, Dalal. We definitely propose to add to the nunther ol C class
aupprentic We had 50 in our scheme; this year we have taken 76 and
we are proposing Lo increase it lo 1.

Mr. Natesan.—Your proposal is to add as many as pessible to the
pumber of appreniices so Lhat the soms ol your etnployees get definite
oceupation ?

My, Dalal. -Yes,

Mr. Nalesan. -With regard to - the sales arrangements, sinco our cxa-
mination and having regard to the coniplaints have you thought it desirable
to reconsider certaim points vegarding which complaints have been made,
that is conditions of selling agency?

Afr. Mahindra.—The organmisation for ' the sale of the various kinds
of material is reviewed ifrom time 1o titue and as soon as we find that
there is a weakness in it we reviso the scheme and make il suitable as
fur as possiblo.

Mr. Nalesan.—8ince the examination aud since the complaints have
come up have you reviewed them?

Mr. Mahindra~-1 do nob know ol any special complaints. 1f there is
any definite compluint we would certainly do so. In the Calcutta market
we had certain complaints some time ago, about a yecar and a half ago,
and those have since been met.

Mr. Natesan.—What I have in view is the condition of your selling
agency. A man might be willing te sell your products bul the buyer
wight wish to add a few more items which if he were to buy elsewhere
might cause a little delay. Therefore i your agent wants to buy these
clsewhere and supply the buyer T hope it wont vitiate the clause in
your agreement,

Mr. Dalal.—1 dow’t know whether you mean merchant houses or the
agencies in the Punjab or the United Proviuces. If you mean the dealers’
agreement, the position to-day is that we make the condition with regard
to buying outside materinl us easy as possible.  The only condition is that
they must ask us before they buy and invariably they arc given permission
to buy things outside which we cannot supply them.

Mr. Atha.—In connection with rails, certain tonnages of rails arve shown
as second class rails in the cost sheets. Can you tell me how you dispose of
these. Are they sold to the railways or to other customers?

Mr. Mahindra. -Not to the railways. They are usually offered to the
various public bodies who use second class rails for purposgs of trolly
lines or some other purpose. Mosttimes these are used as posts.

Mr. Atha.—In the cust sheets they are treated as scrap. Are they
sold at scrap prices?
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Mr. Mahindra. The price that we obtain for these rails is very low and
for all pragtical purposes it can only be treated as serap.

President,—What, is the sort of price you get now?

Mr, Malindra.- Between Rs. 50 and Rs. 60.

Mr. 4tha. That is two or three times the price of scrap!

Mr. Mahindra.—As a matter of fact we have not a large stock for sale
dug to the sort tonnage of good rtails which has been ordered by the
Railways in recent years. o

Mr, Atha—The additional credit you propose on secomnd class rails s
only Rs. (17

Mr. Mather~ The ¢nantity of second elass rails that we are able to
sell—althongh actually when we do sell we get a price of Rs. 50 above the
serap eredit—is so very small that it does only produce a small effect.

v, Athu—According 1o the cost sheet the guantity of second class rails
i< rather over 10 per cent ?

My, Vather—The quantity -is high but we have not heen able to sell
all that quantity. We have re-melied most of it

Mr. Afha.—That is a verr unmsual coudition. All railmakers have
serond elass rails and they are able to dispose of them.

Ar. Muther—T ain aware of that and thai question is before us. But
in that respect Tndia is not so favourably sitaated as the more highlv
industrialised countries in Furope where thev requive these for industrial
Gdines and sueh kind of constrnetion takes place therefrom time to time.
But in Indin awing to the econditions we have heen passing. thronah there
has heen mo such work undertaken:and secondly, second class rails are
tov heavy for all other vmrposes for which ecustomers might buy and we
arve therefore not able to sell these.

AMr. Atha, =Will von send us a statement showing the vrices realised
tar seeomd class rails and the nroportion re-melted? Yon will find that in
the cost sheets they are not included im the make. but treated as =evan
in arrivine at the cost at the rpil mill hut in estimating the vield of good
product thev are inclnded. Tt is rather puzzling to know whether they
are serap or whether thev are not serap.

President.—The guantities involved of course are very amall but theore-
Lieallv on that hasis when vou give an cstimated output of rails it includes
second olass rails.

. Mather-=No. 80.000 tons is what we estimate to be able tc sell
as first class.

President.—TBub in the cost sheots the yield includes second class rails?

Mr. Mather.—Yes, the figure at the bottom of the sheet does =0, as is
clearly indicated. But the fignres for gencral mill yield and for outpnut
do mot.

Vr. Atha.- The effect on vour costs has been small recently because
vour total output of rails has been small hat it might hecome an important
factor. )

Mr. Mather.—The percentage is likely to remain the same.

Irr. Atha.—But the percentage of the total rails to the output of the
mill may not remain the same?

Mr. Mather—That is right.

Presidenl —When there is a reduction in the output of rails there is
reduction in the qnantity of second class rails bub the propertion mav
remuin the same?

Mr. Magher—Yes.

. .. . . r .
Presidend. -But in spiwe of the reduction 1n the quantitv of second class
rails produced you are not able to market the whole of it?
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Mr. Mather -—That is so. The restriction of the market is more than
the declive in the quantity produced. That has heen our experience during
the last two or three years.

President, —Second ¢lass rails are really required in conmmection with
industrial works mainly?

Mr. Mather.—In other conniries that is definitely the main requircient,
The requirement here, at any rute n substantial part of the sales of second
class rails, has been for standards for clectric distribution systemns or
telephone poles, for street laghting, ete,

President. ~Would the Railway Board nccept them for sidings and so on?

Mr. Vather—~—Wo have tried to mnke it a coundition that a certain
percentace of second ¢lass vails will be taken as part of the delivery but
they hiave not agreed to that because they mainly nse worn rails for that
purpase.  They find it more convenient to nse worn rails; otherwise they
have to sell them as scrap.

President.- Reverting . for the moment to ihis guestion of rails T am
<l w Nt puzged. T ix anite frue in 1926 what we did was to base
the aagreement on o price which corvesponded to the import price plus
the duty we proposed. That dnty was proposed as delinitely o nrotective
duty and that protective duly wax sngeested in order to brine the import
price up to the fair selling,

V. MVather.—Yes, ws adiusted for the freicht disadvantage.

President.— The acorcement was bhased on the fair selliug orice and the
dnty was fiverd with reforeuce to the import nrice in order that the import
price mivht he hroucht nn fo the fair sclling price.

Mr. Vather-—T submit the nrocedure was the other way round. Tt was
fornd that onr fair selline nreice was Rsl 110 and thuat we were at a2
freioht disadvantare of Rs. &0 Therefore it was neeessary if we were fo
realize our [air selling price that imported rails shonld enter at 118 af
the port.  Proceeding on thai hasis it was ascertained that the import nrice
en far ns eould he indee? for 1996 was Rs. 105, The dutv requived was
<. 18 which of course braucht the nrice of imported rails to Rs. 118,
After that stage the auestion came up-of the agreement, ot naot until
those fieures had been worked ont in that wav. Tt was then clear that
i€ we entered into an aercement to <ell our rails at Rs. 170 for. works,
it would eive us our fair sclling price and st ex-hypotlosi mean thar
we are solline our rails on the same havis as imnorted rails wounld he
banded if the price of imported rails was ot changed.

President— This Genre of Rx. 110 was the ex-works equivalent of the
net import price? .

Vr. Mather—That is so. and in 1le case of any protective daty that
must inevitably follow,

President—That is as far as the duty is econcerned. No pratective
duty is required now. so that if we are preceeding on the sawme hagis we
take na protective dntv into account in fixing the price  On that Dhasis
therofors the vevenne duty is irrelevant.

Ay Mather. Tt is not erseuntial for onr purposes,

President. =Therefore what we have ool to do is to take the import
nrico. make the necessary adjustment for {reight disadvantiage, convert it
into its erquivalent f.o.r. Tatanagar price and von get the comparahle price,

e Wather— That we submit presnmes that the buvers of rails in
this comntry are entitledd to hnv on » basie assuming that there is no
revenue dutv, That was the basis on which Government wurchased ifs
vamnivemente of stores several vears aco and it was deliberately changed
1091 g 109950 Prior {o (hat date Govermment did not pav any import
Auate het it was ehaneed and it was decided that Government departments
should pay for their requirements prices includige the revenne dutv. or
any other duty.
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President.—The whole principle underlying that was that the Tndian
industry should not be deprived of such henefit as it might derive from
the import duty iu order to make a sort of allowance for the protectivo
effect of the revenue duty. But where you have an industry which does
not definitely require protection on a partienlar product that principle does
not apply.

Mr. Mather.—It does not mecessarily mean that we should be put in less
advantageous position than industries which pequive protection. There aro
other industiries in Tndia which require no protection in which it is not
proposed to iake off the revenue dnty for purposes of Government con-
snmption,

President.~—~What | am trving to do is to arrive at some kind of
principle with regard to Government poliey in the matted of purchasing
rails on which we conld hase our proposals. The statement -as yon have
put it here in para. 105, T don’t say is incorrect, hut it doesn’t seem to
me to bhe quite corvect at any rate as far as rails are concerned. T don’t
sav it i entirely wrong, but it deesn’t seem to me to he an accurate
presentation of the real position in determining what sort of price you
would require for rails. It is of course impossible to make up our own
minds as to what preciselv is the poliecy of Government in regard to the
purchase of rails during the past protective period. What kiud of price
vou adopt as the hasis of vonr agreement will deremd upon that.

Mr. Mather—1 realise that.

President ~ T spite of the discussion this morning the point is not
quite clear to me. Taking the hasis that we adopted in 1926 Report, it
does not quite confirm or justifv _vonr propoxul that the import duty
should necessarily he taken ‘into-aceonnt in fixing the agreement price,
hecanse what wo are concerned in 1926 was the protective duty.

Mr. Mather—1 think in 1926 or in any other ecircumstances in which
a protective duty is required, it follows antomatieally that that duty must
he taken into account in fivine the price, hnt we submit that if an industry
which has Veen protected in the past and which still needs protection for
certain parts of its on{put has resched a stage i regard to one part
of its output for which protection iy not rvequired. it should not then be
deprived of the henefit of the revenue duty which corresponding benefit
i= obtained by other industries,  some of “which have never even needed
proteetion.

Presidegt.—You don’t want protection.

Mr. Mather —Ti seems 1o me to bhe rather a special interference with
the normal principles on which Government purchases its stores. We sce
no reason why the normal principles shonld he departed from under which
when Covernment purchases stores, it takes tuto full account the revenue
duty, if there ix a revenue dutv or the profective dutv if there is a
nrotective duty, We don’t vee why a speecial exception should be made in
this partienlar ease. Why <hould Government say: “ We will ignore even
u revenue duty’’.

President —T anite undervstand it from the Government point of view.
In vour own pronosals yon are prepared to surrender what von get.
Then what difference does it make to vour Why do vou insist on the
ahservance of a principle an the 2round of the advantage derived by an
industrvy when yvou are prepsared to «urrender the advantage.

Mr. Mather. Becanse we helieve that we s<hall derive indirect benefit,
not g0 much we as a company. byt the indnstry will receive indireet
advantare in that by reduecine the duties on other kinds of cteel, it will
help to promote their consumption,

President. Mr. Mather, vou have heard during onr discussion here
that a :aegestion was made to which T made reference more than once that
who might probably attempt o veadiustment of overheads and profit, that
is arramsrine differently erom  the wov in which vou have arranged the
distribution of overheads and profit. Supposing the matter was tackled
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in this form that yon allow rails a higher proportion of overhead and
profits correspondingly reduce the proportion of overheads allowed to some
other product which we consider in the national interest would be cheaper,
that would come to the same thing, ’

Mr. Mather —Yes.

President. ‘That, would meet your difficulty. What you are out for is
a principle.

Mr. Mather—Yes. We ame out of course in the first instance for the
possibility of making a certain total amount available for overhead and
profit. So long as we receive that amount, we think it is sound that if
on one article we require no duty. then at any rate a minimum of revenue
duty should be imposed in order that we may veduce the daties on other
kinds on which the dutics are relatively hisher,

P'resident—Supposing 1 arrange the overhends and profit in such a
way that the fair selling price of rails corresponds more closely than
the present faiv selling price with the import price, then of course it is
open to e to reduce correspondingly the overheads and profit on some
other kind of article that vou prodnce which it may he the Board considers
in thie national interest shomld he cheaper. Then the principle that veu
are contending for. is ohserved. You have hronght the rail price in closer
correspondence with the import price,

Mr. Mather —The same offoct is produced if vou hring the profits on
rails to sneh an extent ag fo correspond with the impert priee,

President —I{ is not exactly the import price that von ask for, but it
ig something more. )

Arr. Dalal —Becanse we stand on the principle that it is a fair com-
mercial price.

President. Tf an sreaneement of that kind were made. vou would concider
that reasonable in accordance with the princinle vou are contending.

Mr. Dalal.—So long as we rvealise anything approximating a fair com-
mercial price, we would consider it reasonable,

President .-—~Supnasine overheads and profit were increased in proportion
and the price was hronght in closer corresnondence with the import price?

My, Dalal.—That would meet onr point of view, bnt evervthine depends
on the degree of correspondence that ven hrenght ahont to the commereinl
price.

President.- “What von have sugeested is| to arrange the dnties in such
a way that a surplus is derived and then that surplus is divided. but the
same result is achioved by distrihuting the overheads and profit in o different.
wav,

Al r. Dalal—Yes, if it is {o {he same oxtent.

President —Maore or less ta the eame extent.

Mr. Dalal —Beeausa it secms to me that the same question mav werhaps
arise lnter on if at all anv protection is reauired in connection with other
kind: of materials that we produce. *Sunpose we find we are in a nosition
to piannfacture hars and sections without reaviving anv nrotective duty,
bui. are mot in a mogition tn manufacture sheets and plates withont “a
arotective duty, then aeain wonld von sav thot therefore we should sell
bars and seclions ot aur fair selling price even if it may he lower than
the commercial price?

Procident —That. s essentially different. No aareement ecan he made
with teeard to the sale of these other artieles, bt in effect the same
result may be achieved in a dilferent way.

A, Wather. The same financial results would he achieved  Tiookine
at the ficures before you. it wauld anpear to require an allocation for
overhead and profit om rails of approximatade Rs. 60 and that on shrmctural
sections abhont Rs. 25 which out of relation to actualities so far us overa
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heads are concerned. We agree, however, that the financial results would
be the same,

President.—As w matter of fack, as far as overheads are concerned, |
adimit a substantial part of it is depreeintion, but a bigger part of 1L 1s
vour profit and why profit on sbructurals should bear the same relation
to the profit om rails, | don't see. Depreciation wmight bear comparable
relation. 1 don't see why prolit should bear the same relation, because
they are marketed in different ways, *

Mr, Dalal, Would it bhe possible for the Tarilf Board to await any
arrangement or agreeient that we may be able 1o arrvive with the Ratlway
Board us regavds the price of railsy

President.  From to-morrow we are going to close this enquiry and if
yon make an arrangement with the Ralway Board, it is your afiuir and
not ours. We are going to seltle down and study the evidence. There
i> no mere exanination of this engquiry,

Mr. Dalalo~-We don't want examinabion but if we inform the Board
that we have entered into an arrangenent with the Railway Board .. . ..

Fresident.—H you arrive ab an arrangement with the Railway Board,
we will give that the best consideration.

Mr. Dalul.—Yes.

Iresident.--We shall not he definitely waiting for any further informa-
tion. We procced with our study of the subject.

M. Dalal. -Quite,
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