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Part I.—Rolled and Fabricated
Steel.



CHAPTER 1.

Introductory.

The first enquiry held by the Tndian Tariff Board into the
circumstances of the Steel Indu»trv in India was followed by the
passing of the Steel Industry (l’m[(-gtmn) Act In June, 1924,
and Iesultul iu the grant of proteciion to the m(lusin by
means of a seale of dubies imposed upon the imports of various
forms of ml]e(l and fahvicated steel and by the provigion of
bounties upon the munufucture of steel rails and railway wagons.
A ]dlﬂ(l change in conditions, however, very (|u|(l\l\ I(mdel‘ed the
Jl(,h\ohou given ineffective dnd aftor further onqun‘ms conducted

1924 and 1925, 1t was augmented by the granting of hounties
up(m the ingot production of the Tata” Iron and Steel Company.
The Act veferred to ahove limited the operation of these protective
meagures to a period ending.on-the 3lst March, 1927, and pro-
vided iIn section 6 that an enquiry should be held before that d'l.‘(e
as to the extent to which the protection accorded to the industry
should be continued.

2. Consequently the Grovernment of India ordered the re-examin-
e G alion of the position by the issne on the drd
tic{nfe Government Resolu- 4 1,11 1926, of the resolution printed

helow i~ -

“The attention of the Tarit Boavrd 1s druwn to the fact
that the Sieel Indusivy (Protection) Act, 1924, will expire on the
Alst of March, 1927, and it s vequested 1o re-examine the
measure of protection aflorded fo the various articles covered by
the Act and by Act VITT of 19260 It will report in respect of
each class of article whether it Iy still necessavy to conlinue pro-
tection, and 1f so, whelher the measure of protection now given
should he increased or diminished or whether the furm of the
protec tion given should be altered. In wmaking its recommenda-
tions, the Turilf Board will take all relevant considerations into
account, including {hat stuted in part (0) of the Resolution adopt-
ed by the Legisk ative Assembly on the T6th February, 1923, and
if it thinks ‘(hdL in any case the assislance wquued can 1most
suitably take the form of bounties, {Le source from which the
money “for the bounties can be obtamvd should be discussed. In
dealing with {he Tipplate Industry the Board will bear in mind
its own observaiions in puragraph 31 of Chapter 1V of the second
portion of its first Report.  The Board will also be at liberty
{o examine the cluims for protection of industries making steel
products which do not come within the scope of the present Act
and to report whether, having regard to the prineiples laid down
in paragraph 97 of the Hepm{ of the Indian Fiscal Commission,
such claims should be admitted.



) CHAPTER I.

() Firms and persons interested in the Steel Industry or
industries dependent on the use of steel, who desire tnat their
views should be considered by the Tariff Board, should address
their representations (o the Secretary to the Board.

(3) The (Fovernment of Tndia are specially wunxious that the
Tarit Board’s veport should be submilted not later thau 15th
October, 1926.”

3. Iollowing the issue of this resolution, the Board published
oun the 16th April, 1926, the communiqué
reproduced below, outlining the scope of
the enquiry to be held, enumcrating the
steel articles with whicl it would be ((m('elued, and inv Ltmo the
opinions of the firms or persons interested in the enquiry:

The Board's Com-
mnuniqud,

““In the Resolution of the Government of India in the (lora-
merce Department, No. 260-T. (64), dated the 3rd April, 1926, the
attention of the Tariff Board was drawn to the fact that section
6 of the Steel Industry (Protection) Aet, 1924, provides that,
before the 31st March, 1927, an enquiry shall be made as to the
extent, if any, to which it is e essary to continue the protec-
fion o‘f the S{u ol Industry and as to the ‘{uties and bounties which
are necessary for the purpose of conferring such protection.

(2) The Bowrd will proeced to examine this question. Persons
or firms wnterested in the manafacture of the articles enumerated
below who desire that the protection gravted by the Act should
be continned after 3ist Maveh, 1927, are requested to submit
representations stating- -

(1) the grounds on which they consider the continuance of
protection necessary in respect of the articles in which
they are inlerested;

(2) whether they consider that the measure of proteclion now
given should be inereased or diminished;

(3) whether any protection which may be found necessary
should be given by means of protective duties or
bounties,

The articles {all under the following heads:—

Rolled steel (including beams, angles, channels, plates, bars
and rvods, sheets hlack and galvanized, rallls and fish-
plates).

Tinplates.

Wire and Wire Nails.

Fabricated steel.

Railway wagons and underframes.

(3) The gencral question of the fitness for protection of an
industry nmI\m;: hiegj] products, the elaims of which to protec-
tion have already been admitted, will not be reopened. No fur-
ther examination of this point will therefore be made, except to
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the oxtent to which it has been specifically reserved for further
Investigdtion by the (Yovernment of India or by the BDoard, e.g.,
in the caso of the Tinplate Industry.

(4) The scope of the present enquiry is not necessarily limited
to the articles cnumerated in paragraph 2 and the Board are at
liberty to examine any claims which may be put forward for the
protection of industries making steel products which do not comne
within the scope of the present Acts and to report whether, having
regard to the principles laid down in paragraph 97 of the Report
of the Indian IMiseal Commission, such claims should be admitted.
Any persons or firms interested in such industries who desire to
claim protection for them are requested {o submit to the Tarift
Board a full statement of the grounds on which they do so.
Their representations should, in addition to the particulars speei-
fled in paragraph I, state clearly whether, and, if so, to what
extent, the industries are considered (o fulfil the conditions laid
down by the I'iscal Commission in paragraph 97 of their Report.

(5) All applications must be addressed to the Seceretary and
reach the office of the Bourd at No. 1, Council House Street,
Culcutia, not Jater thun the Loth May. After their receipt, the
Bourd will, if necessary, issue questionnaires. "The applications,
the questionnaires and the replies thereto will then be printed and
published, aund the writlen representutions of those who wish 14
support or oppose the continuance or grant of protection will he
invited, The dales for the oral examination of witnesses who wish
to be orally examined will be subsequently fixed.”

4. The Resolution instructs the Board to investigate the continu-
. _ ance of protection to the Steel industry, and
Articles for the manu- * . A S

facture of which con- it specifically divects that the case of the

tinuance of protection is steel articles covered by the Steel Industry

claimed. (Protection) Aect and by Act VIIT of 1926

should bhe examined. These avticles, as is shown in the com-
muniqué dated the 16th April, fall under the following heads:—

1. Rolled Steel.

2. Tinplates.

3. Wire and wire nails,
4. Fabricated sieel,

5. Railway wagons and underframes.

This report deals with rolled steel, fabricated steel and the manu-
facture of tinplate. The representation of the Indian Steel Wire
Products, Limited,—the main applicant for the grant of prolec-
tion to the manufacture of wire, etec.—was received foo late to
permit of the exawination into this subject being conducled con-
currently with the wain enquiry and consideration of this industry
has therefore been postponed.  As regards railway wagons and
underframes, the future requirements of the Indian railways are
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still under the consideration of Government. The cost of produc-
tion of these articles is necessarily dependent on the output and in
the absence of definite information of the probable future demand
it has been impossible for the Board to frame any recommendations.
5. TMurther, the Government Resolution permits the Board to
Other articles for the €Xamine the claims for protection of indus-
manufacture of which pro-  tries making steel products which do not
tection is claimed. come within the scope of the present Act and
to report whether, having regard to the principles laid down in
paragraph 97 of the Report of the Tndian Tiscal Commission, such
claims should be admilted. We have received applications in
respect of locomotives, wagon forgings, steel castings, an'd nuts
and bolts. The first two products are closely conmected with the
manufacture of wagons and underframes, and it is not possible to
make proposals i regard to them until we receive more definite
information as to the future requirements of the railways in regard
to wagons. The evidence recelved n regard to locomotives Is nol
yet complete while the upplications in regard to nuils and belts can
most convenienily be constdered at the same time as the applicaiion
for the grant of protection (o the manufaclure of steel wire.

i. Tn response v the Board’s commiminmé representations were
recelved  Jrom the Tata Ivon and Steel
Company, the chief applicant for protec-
tion to the Steel Indusiry, and from other firms and associations
interested in the enquiry. Questionnaires were then issued con-
cerning—-

(¢) Rails and fishplates.

(b) Steel articles and materials other than rails and fich-
plates.

The Board’s procedure.

(¢} Railway wagons,
()
(

¢) Hieel castings and spring steel,

T.ocomotives.

A large number of replies were received and these together
with the representutions and a number of miscellancons letters
received from various sources were published in book form on the
14th July, 1926, under a further Press communiqué which invited
the written opinious of those persons or firms who might wish
to support or appose the grant or continnance of prolection. This
communiqué ran as follows:-—

“ Iu aceordance with paragraph 5 of the Press Communiqué

issued by the Tndian Tariff Board on the 10th April,
1926, in which it was stated that the applications re-
ceived by the Board frowm persons or firms in connee-
tion with the Statutory ITnquiry regarding the grant
or continuance of protection to the Steel Industry in
Tndia after 31st March, 1927, together with the
Board’s questionnaires and the replies thereto would
be printed and published, the Board now announces
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that the applications, ete., have been printed and can
be obtained from the Manager, Government of India
Central Publication Branch, Calcutta, or all Provin-
cial Government Book Depits and authorized Book-
sellers, price annas 8, and that the written representa-
tions of those who wish to support or oppose the grant
or continuance of protection are now invited. Such
representations (with 6 spare copies) should be address-
ed to the Seeretary and reach the office of the Board
at No. 1, Council House Street, Calcutta, not later than
the 24th TJuly, 1926, tuoether with an intimation

whether the sender desires to be orally examined by
the Board.”’

It evoked but little vesponse, The only communications received
were from

1. Mr. B, Sitaraman, Calcutlta,

2. The Bombay Iron Merchanis’ Association.

3. Mr. G. B. Trivedi, -Bombay.

4. The Tndian Chamber of Commerce, Calcutia,

». Certain Iron Merchants of Caleutta.

Appendices 110 to VII show the programme followed by the
Board during the course of the enquiry. The Tata Iron and Steesl
works at Jamshedpur and a considerable number of other works
connected with the manufacture of steel articles were visited at
rarious  dates, while the recording of oral evidence occupied
thirty-nine days.

7. This veport is divided inte three parts; Part I dealing with
Board during the original enquiry into the
Indian Steel Industry and also during the
and Part III containing annexures and

Arrangement of the
report.

appendices.

8. Our technical adviser, Mr. Mather, was assoclated with the
Boar d during the 01 iginal enquiry into the
Indian Steel lnduxtlv and also duung the
first supplementary enguiry. Moreover, in his capacity as Govern-
ment Metallurgical Inspector at Jdm\hedpm he had special oppor-
tunities of a(qu.un’rmg himself with the difficulties with which
the Indian Steel Industry has had to contend. He was therefore
exceptionally well quqhh(d to advise on the technical aspect of
the enquiry and his experience of the Steel industry both in
Furope and in India has been of the greatest assistance to wus.
By the courtesy of Hig \Lt|eit\ s War Office his services were
placed at the disposal of the Board at an early stage of the enquiry
and we have had the Dbenefit of his co- ()pemtmn throughout our
Investigation. 1t is obvious that in estimating both the present
p(mtlon of the industry and its future development a full appre-
ciation of the technical aspects of the various processes of steel
manufacture 1s essential.  Without Mr. Mather’s technical advice
B

Acknowledgments.
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and his skill in marshalling statistics connected with the Steel
industry we should have found it difficalt to carry through our
investigations with the same degree of accuracy. His services were
not confined to assistance in the investigalion of the technical aspects
of the problems hefore us. In the exawination of the figures upon
which our conclusions are based, we have derived frrcut help from
his careful scrutiny and thmuulmu{ the pwlmrutlun and discussion
of the deaft report and of the “draft Tariff Schedule® in which our
proposals are embodied we have had the benefit of his judgment
and critichim.  Thougl the entive responsibilily for our plOp(Hd.lh
must rest with the B()dl(l we are sure that the wpori has galned
very considerably both in accuracy of statement and in consistency
nf treatment by “the care and thoroughness with which he has sub-
jected our proposals to examination.

A diflicult and prolonged enquiry of this nature must neces-
sarily throw a heavy burden of work on the Secretary and his
staff. We desive Lo adxnmvh'dg)o the dbl]liy and efﬁCI('nf‘y which
our Secretury My, Clee hag displayed in the periormance of his
duties, and {he ready u_«_»-(mermon whith we have received from
him at every stage of the enquiry. Oup thanks are also due to the

reporting and elarical stafl for their consistent good work through-
out the enquiry.

We wish to express our sense of obligation to those associa-
tions, firmsg and individuals who' have furnished written state-
nients of their views or tendered evidence before us. 'We ave con-
scious that the aupplemont.uy information which we have called
for both from the Tata Tron and Steel Company and from the
various State and Company railways, has involved the expendi-
ture of much time and labour on their part and we desire to
acknowledge the courtesy with which our requests in this respect
have 1Lva1‘1ably heen met,

* Sce Annexure B,



CHAPTER II.

Results of the present scheme of protection,

_ 9. Tun our first report we based our recom-
Tﬁ?&"“ﬁ’gﬁ‘;",ahons , ’» mendations on the principle that the need
g ard’'s report o q . . .
February 1924, ! for protection is measured by the difference
between two prices, viz..—

(@) The price at which steel is likely to be imported into India
from abroad.

() The price at which the Indian manufacturer can sell at a
reasonable profit.

The average price at which the Indian manufacturer would obtain
a fair return on his capital was eslimated at Rs. 180 a ton; of
this sum Rs. 122:63 per ton represented the works cost of steel
manufacture and the halance, Rs. 57-37 per lton, overhead charges
and manufacturer’s profit. On-an examination of the probable
course of selling prices it-was vecommended that the following
specific duties should be imposed : —
Rs. per ton.

Steel—
Structural shapes, i.¢., beams, angles, channels, ete. . 30
Ship, tank and bridge plates : . . . . 30
Common merchant bars and rods . . . . . 40
Tleavy and medium rails and fishplates . . . 14
Taght rails and fishplates (under 80 lbs.) . . . 40
Black sheets . . 1 : 5 . . . . 30
Galvanized sheets, plain or corrugated . . . 45

Wrought iron—

Angles, chiannels and tees . . . . . . 20
Common hars . . . . . . . . 35

Besides these duties, the grant of bouuties on the manufacture of
wedium and heavy rails and fishplates was also recommended
according to the following scale:—

Ry. per ton.
192425 . . . . . . . . . . 32
1925-26 . . . . . . . . . . 26
192627 . . . . . . . . . . 20

The period during which the measure of protection proposed was

{o remain effective was limited to three years, because of the

uncertainty of the course of future prices, a.n.d also of the pro-

habilitv of a decided fall in the cost of production. We suggested

that a fresh enquiry would be necessary in 1926-27 and that, in

the meantime, if the price of imported steel fell so as to make
7))
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the duties no longer adequate, supplementary or off-setting duties
should be imposed, and that the GGovernment of India should take
powers by legislation to impose such duties. Our proposals were
secepted by the Government of India and embodied in the Steel
Industry (Protection) Act of 1924.

10. Meanwhile the continued depression in the Steel industry
Fecommendations in the 1N Kuropean countries as well as the depre-
Tariff Board’s report of ciation of the Continental exchanges and
October 1924, the rise in the rupee above the 1s. 4d. level
on which we had based our proposals, resulted in a large decline
im the price of imported steel and it became clear that the scheme
was not affording adequate protection. A representation to this
eficet was submitted to the (Government of India by the Tata Iron
and Steel Company and the request was made that under
section 3 (£) of the Indian Tariff Act, 1894 (as amended by the
Steel Industry (Protection) Act, 1924) further duties should lLe
imposed. This application was referred to the Tariff Board tor
enquiry in the Resolution of the Government of India in the Com-
merce Department No. 260-T.-(15), dated the 8th October, 1924,
and the Board was divecied to consider:—

(1) To what extent, if any, and in respect of what articles or
cluss or description of articles, the duty should be
increased.

(%) Whether the duly should be increased generally or in
respect of such articles when imported from or manu-
factured in any ecountry or countries specified.

The enquiry was therefore limited (o the question of off-setting
duties, OUn the 8th Novewber, 1924 we submitted our report
recommending the following cnhancements of duty:—

Original Proposed
duty. duty.
Rs. per ton. Rs. per ton.
Steel—
Structural shapes . . . . . 30 65
Ship, tank and bridge plates . . 30 56
Common merchant bars and rods . 40 75
TLight rails and fishplates . . . 40 75
Black sheets . . . . . . 30 52
Galvanized sheets . . . . 45 78
Rails and fishplates—medium and heavy 14 30

Wrought iron—
Bars . . . . . . . 35 65
Structural sections . . . . 20 &0

After considering our report, the Government of India in their
Resolution No. 260-T. (15), dated the 27th November, 1924,
accepted our estimate of the amount of additional protection re-
quired, but expressed the opinion that, in place of the off-setting
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duties proposed, bounties not exceeding Rs. 50 lakhs in the aggre-
gate shogld be given {o the industry for one year from the lst
October, 1924, 1o the 30th September, 1925. Accordingly, with
the sanction of the Legislative Assembly, bounties at the rate of
Rs. 20 per ton on 70 per cent. of the weight of the steel ingots
produced, subject to a maximum of Rs. 50 lakhs, were paid during
this period.

T e ations wt of 1L On the 18th June, 1925, the Board
1925, ) was again directed Lo consider:—

(1) Whether in view of the counditions of the industry and
of the probable level of prices of steel articles, the
protection afforded by the Steel Industry (Protection)
Acl to the manufacture of the articles enumerated therein
should be supplementied beyond the 30th September,
1925,

(%) Tf so, for which of those articles further assistance is re-
quired and in what form and for what period it should
be given.

In our report dated the 2nd September, 1925, we recommended that
further assistance should be given for the period ending the 31st
March, 1927, and that in the case of the rolled steel industry it
should be given in the form of a hounty at the rate of Rs. 18 pet
ton on 70 per cent. of the ingot production, subject to a maximum
of Rs. 90 lakhs. The Government of Iundia, while accepting the
finding that further assistunce was required, reduced the rate from
R« 18 per ton to Rs. 12 per ton and the maximum amount of
assistance from Rs. 90 lakhs to Rso 60 lakhs. The Government of
India’s proposals were agreed {o by the Legislative Assembly on
the 15th September, 1925.
12. We do not propose in this Chapter to consider in detail the
Circamstances  which  ¢ircutastances which led to the variations iu
made supplementary pro- the amount of protection 01‘1g1nally accorded
tection necessary. to the rolled stecl industry. They have
been set forth at length in our previous reports and have been
fully considered by the Government of India in determining the
measure of supplementary protection required. Tt will be sufficient
for the purpose of our review if we briefly indicate the main causes
of the (ﬁm]ine i steel prices in Tudia. Foremost was the great
expansion of steel producing capacity in all countries which occurred
during and immediately after the war. Productive capacity far
exceeded consumption. Prices fell, and in order to maintain an
economic production, many firms found it necessary to endeavour
to retain their export market bv selling at prices which, even if
they covered the works cost, left little or no margin for profit
or overhend charges. The position was aggravated by the depre-
ciation of the Continental exchanges which, by intensifving eom-
petition, resulted in still Tower prices. The Tndian market was
also affected by the rise in the rupee exchange, which temporarily
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decreased the ability of Tndian manufactuvers to compete with
1mported steel, while in anticipation of the imposition f a pro-
teclive tariff very large amounts of steel weve imported which later
could not be dlspnsed of exeept at reduced prices.
13. Meanwhile in the Indian industry the operation of the more
) ] nmdm‘n machinery installed at Jamshedpur
of st TamBhednetio™ in the last few years has resulted in con-
siderably increased production and in a
lower level of costs.  The Tata Tron and Stee! Company has therehy
been able, with the additional assistance 1 ceeived from (Government,
o maintain and even improve its position in the face of very
severe foreign competilion, The construction of that part of the
works known as the Greater Fxtensions was nlmost completed when
we held our first quuu v. The manufacture of steel by the Duplex
process commenced in March, 1924, and the new rail mill, the
merchant mill and the sheet mill, were brought intfo ()pmdt.mn
within the next six months, The production of finished steel
increased from 162.282 {ons in-1923-24 to 247,982 {ons in 1924- 35
and to 319,957 tons in 1925-26, while our estimate for 1926-27 is
380,000 tons,
. . 14. Tn 1he same period there has been a
nog:‘ductmn in - works 1,06 yeduction in works ensts as is shown
by the following table:—

TanLE T.
-— 1923124, 1824.2A, 1025 76, N 10626,
Rsoper ton | R pee fons | Rs. per temy | Re por fon,
Pig ivon . . . . 2628 2273 2318 2521
Steel ingot: | . . . 702 641 AT720 51-27
Rail and struetural mills . 120-93 111+44 10103 841
Bar mills . f 13132 111414 1056
Plates . . 115-8 124-3 1033

An examination of the cost cheels in defoil shows a progressive
reduction in the cost of finished steel in all the new mills.  Pro-
gress in the shect mills, however, has fallen short of anticipation.
Whereas during our fivst enquiry (Statement TXTTL)¥*, the Com-
pany estimated that when the Greater Extensions were completed
and in operation, the cost of hlack sheet would be Rs. 149 per ton
and of galvanized sheets Rs. 194 per ton, the average for the fivst
five months of 1926-27 was Rs. 170 per ton for black shects and
Rs. 282 per ton for corrugated ;m]v'mued shects.

* Page 184, Vol. T of the evidence ror'mded during the Board's !nsf
enquiry into the Steel industry.
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15. Apart from the operation of the new wills, the main factors
in the reduction of costs have been the lower
price of coal and the improved practice at
the coke ovens, blast furnaces and open
bearth furnaces. This improved practice acconnted for most of
the veduction of Rs. 20 per ton in the cost of steel ingots between
1923-24 and August 1926. The drag ovens and Evence-Coppee
coke ovens have heen closed as obsolefe and inefficient, while closer
inspection at the collieries has resulied in some improvement in
the quality of eolung coal. During our first enquiry the maxi-
mum output of the five blast furnaces was estimated at 600,000
tons of pw iron. DBetter results have since heen obtained by
changes in the proportions of materials used, by blowing more
wind, and by using limestone as a flux instead of dolomite. With
four furnaces ouly in operation, H3 000 tons of pio iron have heen
produced in one month, and 1f is now estimated that from five
furnaces the annual output will be at least 800,000 tons. Tn the
open hearth furnaces the proportion of steel serap to p]g iron has
heen increased. while the construetion of a new caleining plant
has made it possible to obtain a purer lime for use as a flux.
These improved methods have resulted in greater output and
reduced costs.

16. While the oneration of the new mills has enabled the
Companv to face competition from imported
steel with greater success, it has unfor-
tunately - not provod possible to effect any
improvement in the cost of rolling in the old mills. The total
works costs of the products of these mills are as follows: —

Reduction in cost of
ingots.

High costs in the old
mills.

Tasrr TT.

1923-24, 1024.25. 19025.26. August 15286,

—_

Rs. per ton. [ Rs. por ton. | Re per ton. | Rs. per ton.

01d rail and structural mill . 12093 110-30 112499 109
0O1d har mills . . . . 13235 12%-27 12519 125

Steel ingots are now produced at a cost of Rs. 20 per ton less than
in 1923-24 : it will thus be seen that excluding the cost of material,
the cost of rolling finished steel at the old mills is xubstantmllv
higher than in 192 3-24  and it is clear that their continuance in
operation must 1 futm“e prove a source of wenkness to the Comp'mv

17. Tn its application for the continuance of protection the Tata
TIron and Steel Companv bas stated that the
assistavre  afforded +a the industry has
fallen  <hort of the amomnt Intended hy
Government and the Tegislature hy about one crore of rupees.
The Company has (»\\p]fnned that it does not desive 10 make anv

Allegation that protec-
tion has been insufficient.
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criticism or base any claim on this account. But it appears to
us important that, in a survey of the financial results of te period
under review, a statement which alleges so serious a failure of
the scheme of protection should be carefully examined. We do
not propose to discuss the question of Government's intention as
regards the schieme of protection, or to consider whether Govern-
ment confemplated any definite amount as a reasonable profit over
a period of three vears. DBut, inasmuch as the Company’s drgu-
ment is based throughoul on the estimate in our first report of the
profit considered reasonable for the Steel industry, we consider that
a detailed examination of the figures Is desirable. We propose to
confine our attention to the recommendations contained in our
first report since all subsequent enquiries were supplementary
thereto.

18. Tn the course of our first enquiry, we found that Rs. 180
Amount of protection as D€l ton represented a fair selling price for
contemplated in the first the Indian manufacturer of rolled steel.
report. Of this sum Rs. 57-37 per ton constituted
the overheand charges and manufacturer’s profit while the balance
(Rs. 122.63) was on account of works costs. Tt is, therefore,
claimed that on our proposals, the fair surplus over works costs
should be as follows:—

Tanre 11T,

Surplus over Total surplus
—_— Output. works costs. ovcg():'é:l.‘ks
Tons. Rs. per ton. Rs. lakhas.
1924-25 | . . . . . 247,952 5737 ] 142-28
1925-26 . . . . . . 319,957 57-37 18353
1926-27 . . . . . . 360,000* a737 20652
TorsL . | s

The surplus shown by the Company for 1924-25 and 1925-26
together with the estimated surplus for 1926-27 (Supplementary
Statement No. 6) amounts to Rs. 418:88 lakhs. On (hLese figures
it would appear that the actual protection received fell short of
our recommendation by Rs. 113-48 lakhs.

19. The matter is, however, not so asimple as thiz. The pro-

) tective duties came into foree only from the

n;‘;h;’cgc?j’ﬁ&ﬂ“Y's estimate  middle of June, 1924, though the rail boun-
' ' ties were paid from the 1st April of that

As estimated by the Tata Iron and Steel Company,
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vear. Thus, exeluding rails, about one-sixth* of the fAnished steel
made in 1924-25 did not receive the benefit of the protective scheme,
The output of steel in 1924-25 with which we are concerned, wasg,
therefore, about 225,800 tons. Tn 1925-26, the total production
amounted to 319,957 tons, Ior 19206-27 the Company estimates
an outlurn of 360,000 tons. This estimate, however, was framed
early in the year, and the figures which we have received for the
later months indicate that a higher level of production will be
attnined. 'We have accordingly raised the Company’s estimate to
380,000 tons. The surplus on the manufacture of steel during the
first protective period caleulated at Rs. 5737 per. ton should,
therefore, be as follows:—

Tavrz IV.

|
H
i . " Tetal surplug
- Output. ‘E:()r};_l:i:;{:r over works
TS costs. costs,
Tons. Rs. per ton. Rs. lakhs.
1924.25 | 225,800 57-37 12954
1925.28 | 319,057 57-37 1£3'38
1926.27 | 380,000 5737 218-01
ToraL : 53113

20. The Company estimates that the surplus in the three years
1924-25 to 1926-27 will be Rs. 418-88 lakhs.
According to our estimate, however, the
figures are somewhat different. The scheme of protection was
in force for only nine and a half months in 1924-25 and the pro-
duction during this period was 225,800 tons against the figure of
247,982 tons taken in the Company’s estimate. A consequential
reduction of Rs. 6-28 lakhst has to be made in the surplus for that
year (Rs. 114-48 lakhs), leaving the total at Rs. 108-2 lakhs. The

Kstimate of surplus.

surplus realized in 1025-26 was Rs. I97°11 Takhs. The Company
estimates that the surplus in 1926-27 will be Rs. 167-2 Iakhs. But
this estimate framed at an early stage of our enquiry has taken
account mneither of the probable increase in the output of steel
nor of the reduction in works costs as indicated in the August
figures which, we consider, afford a more reliable indication of
the probable average costs of the year than the earlier figures
taken by the Companv. We also think that the average prices
at which the Company has effected sales in the first five months
of 1926-27 ave a safer basis on which to ealeulate the vear’s probable

* AI]t.)w'anco. is madc fo; the lower production in the hot weather months.
t This reduction is calculated only on the ontput of steel other than rails,
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surplus than the Company’s estimate of prices. Our estimates of
the surplus for the year 1926-27 are shown in the following
table : —

TasLe V.
Worl Averae \ Rail | Ingot X Produe- | Total
cc());tc_g j?}lzzg Margin ;bmtity. bc)lzﬁx(;;r; Total. ‘noiog(j- Elﬂ‘%l?ls.
B, Rx. Ra. | Re. s, | Rs. 1 Ra.
per ton.iper ton. per t«)]!flpor ton.jper ton, per ton.! Tons lakhs.
Heavy rails 7953 ; 120 40-42 1 20 12:61 1 7303 144,000 ¢ 10516
Heavy structurals | 108773 ‘ 134 25-22 f ) 12:61 0 8783 31,000 1363
Bar mill products 1059 ‘ 138 321 ‘ 109 i 12-61 ‘ 43'8 £1,200 $17C
Plates g5 | 140 | 8605 | 1260 4926 | 19800 97
Black shects 164712 l 159 ! ~512 I ] 12°61 { 749 6,000 45
Galvanized sheebs | 2585 | 280,225 | *“ 12‘61j 3511 12,000 | 421
Tinbar 714 J 83 | 116 1 a ‘ 116 51,000 542
20,000 tons ad-| 1000 | 1352 . 843 ‘ S B T 20,000 | 938
ditional produe-~ i 7 i
bion * ; l ‘1 !
e
ToratL ‘ E e | 280,000 | 190°25

Thus the total surplus for the protective period will probably be as
follows : —

Surplus
Rs. lakhs.
1924-25 . . . . . . . . . 10820
1925-26 . . . . . . . . . 13711
1926-27 . . . . . . . . . 190-25

ToraL . 43556

We have estimated the surplus which might reasonably have been
expected on our first recommendations at Rs. 531-13 lakhs and it
would appear therefore that the surplus actually received will fall
ghort of this amount by Rs. 95-57 lakhs.

21. This may be considered a substantial departure from oumr

) expectations and is an apparent justifica-
fAthl“Stme“t on account  tion of the Company’s contention that it has
ot tmbax. received approximately a crore less than the
assistance originally econtemplated. But it must be remembered
that protection was never recommended on the manufacture of
tinbar. When our first enquiry was held, the Steel Company was
under an agreement to sell its tinbar to the Tinplate Company

* Tinbar is not taken into account in the calewlation of the surplus on this
additional production.
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of India at a price which would not be affeeted by the imposition
of duties. The matter is discussed in paragraph 39 on page 127
of our First Report regarding the grant of protection to the Steel
industry where we remarked ‘ mothing short of a bounty from
general revenues in the case of sheet bars would really remedy the
situation that has arisen, but we do not consider that this is a case in
which a mistake made by {he Company can be rectified at the ex-
pense of the taxpayer.” It is therefove reasonable, in any consi-
deration of the effectiveness of {he duties and bounties, to exclude
tinbar from the calculation of both the especled surplus and the
realised surplus.  The total production of tinbar between the 13th
June, 1924, and the 31st March, 1927, will probably be about
116.000 {ons. The omission of this amount from the caleulations
reduces the estimated surplus for the period bv Rs. 66-55 lakhs
and the probable rcalized surplus by Rs. 17-07 lakhs. The appa-
rent discrepancy of Rs. 95:57 lakhs is thus reduced by Rs. 48'58
Iakhs to Rs. 46-99 lakhs. '

22. Nor can we omit from our consideration the fact that,
although the production of steel has fallen
short of that on-which we hased our caleula-
tions of the surplus to be earned on steel, the
production of pig iron available for sale has heen correspondingly
higher. Whereas we estimaled® that the annmal surplus of pig
iron available for sale would he 40,000 tons, the amount in 1924-23
and 1925-26, together with the estimated amount in 1926-27, totals
nearly 450,000 tons. Excluding production for the first two and
a half months of 1924-256, when the scheme of protection was not
in force, our original estimate would give an outturn of about
113,300 tons for the period of protection against a probable actual
figure of 411,000 tons. Taking an average profit of Rs. 20 per ton,
which was the figure assumed in our First Report, the profit which
might reasonably have been expected during the period of protec-
tion would be Rs. 22:66 lakhs, to which Rs. 9:-38 lakhs must be
added for overhead charges. The actual surplus for the same period
according to our present estimate is about Rs. 63 lakhs.

23. We may now summarize our conclu-
sions in tabular form.

Tasre VI.

Adjustment. on account
of surplus on pig iron.

Summary of results.

. Anticipated | Realized .
P vtion. Srenien
Production surplus. surplua Difference.
Tons. R Jakhs, | Rs. lakhs. Rs, Takhs.
All steel . . 925.757 63113 43556 05-57 deficioney.
Tinbar -, . . 116,000 66-55 T Y707 4858 »
Protected -to:l . .|  809.757 46158 41759 4699
Pig iron . . . 411.000 32 63 31 exeess
Pigiron and profected
wieel . . . .. 49658 48059 16 deficiency.

* Paragraph 79, page 45 of our first report.
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R4. It appears, therefore, that the actual surplus during the
period of protection will fall shogt of the
amount which might reasonubly have heen
expected (Rs. 49658 lakhs) by Rs. 16 lakhs
only, and that, on the whole, the position of the Company at the end
of the period of protection will not differ waierially from that ori-
ginally contemplated by the Board. It is irue that ithe Company
has been as yet unable to pay any substantial dividends on its share
capital, but the scheme was so framed as to provide for the payment
of full dividends only when the production of finished steel approach-
ed 400,000 tons, which was not expecled to occur until 1926-27. 1t
must also be remembered that the last three years have witnessed
the greatest depression which has been experienced in the Steel
industvy for many years, and that, even in countries where steel
manufacture is an old established industry, few manufacturers have
been able to show a profit, while many have incorred heavy losses.
In the United States of America, conditions for all industries have
been far more favourable than in Furope. But, although in 1925-26
the output of sieel ingots exceeded all previous records, profits were
on a scale much below thal prevailing in other industries. Out of
twenty seven companies only fourteen were able to pay a dividend
on their ordinary stock and the total profil earned by all companies
amounted only {0 4'51 per cent.* on the capital invested. When
¢ld established companies in lurope with the advantages derived
from substantial reserves and with a trained labour force are unable
to avoid loss, we do not think that the comparatively newly estab-
lished industry in Tndia could hope to obtain profils such as might
accrue 1n more normal times. In introducing the Steel Tndustry
(Protection) Act on the 27th May, 1924, the Hon’ble the Commerce
Member remarked ‘ The geneval principle was, of course, clear; it
was that the protection afforded should be the minimum required to
tide the industry over this transitional period.”” The Tata Iron and
Steel Company has received during the last three years assistance
sufficient to enable it to meet the works costs and interest on deben-
ture and loan charges, to pay full dividends on its first preference
shares and a partial dividend on its second preference shares and to
set aside a substantial sum for depreciation. That the protection
actually received hy the Company has enabled it to survive a most
dificult transitional period not merely without losses but in a state
of improved and growing efficiency cannot, we think, he questioned.

Adequacy of protection
granted.

25. In spite of the imposition of protective duties, the prices of
Bffect of dutics steel in India never approached the anticipat-
umen | OF uties on € od price of Rs. 180 per ton, and have been
for the greater part of the period considerably

helow those prevailing immediately before the protective scheme
came into force. An examinalion of the import figures for protect-
ed steel and of the output figures of Tndian steel shows that the
consumption in Tndia bas increased in the last three vears. These

*¥Tron and Coal Trades Review, June 11th, 1926,
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two facts leave no room for doubt that the protective duties have
not imposed an undue burden on the consumer.

26. We are now in a position to summarize our conclusions
regarding the working of the scheme of dis-
criminating protection. We find that the
Tata Tron and Steel Company has made considerable progress.  Im-
proved methods have been introduced in the blast furnace and in
the open liearth departments, which, combined with the working of
the Greater Extensions, have resullied in more economic proﬁuc-
tion. But progress in the sheet mills has been slow and greater
experience has to be acquired before either black or galvanized
sheets can be produced at a reasonable cost. On the other hand,
the old mills, wiz., the old rail and structural mill and the old
bar mills can no longer compete with more modern machinery
and their continued operation 1is a source of weakness to tle
Company. We find also that the difliculties of the Tata Iron and
Steel Company have heen fully considered, and that, during a
period of severe depression in the steel trade, the position of the
Company has been carcfully safegnarded and the protection so ad-
Justed as to enable the industry to make considerable progress.
Finally, the decline in steel prices and the expansion of the market
indicate that the protective dulies have not proved burdensome,
that the trade of the country hag not suffered, and that no serious
hardship has been caused to the purchaser of steel or to the general
public.

Summary of conclusions.



CHAPTER 1I1.

Estimate of future works costs,

27. In estimating the amount of protection required by the
CWorks  costs " ex. Indian Steel mndustry, the first malter to
plained. ’ " which we must direct our attention is the
question of works costs, by which we mean
the cost of the labour employed and of the power and muterial
used in the manufacture of steel, together with the expenditure
on the salaries of the supervising staff.
28. When the first enquiry into the Steel industry was held in
) . 1923-24, it was anticipated that, by the vear
Effect of the working of 1997 the effect of the working of the
the Greater Extensions on - ’ . .
1he works Costs, Greater Lixtensions would have manifested
itself to a considerable extent in the works
costs of the whole plant. As has already been stated in the
previous Chapter, substuntiul progress has been made in the reduc-
tion of the cost of manulacture und tho question naturally arises
whether it is not possible to aceept as the fulure works cosis the
actuals of the Jatest cost sheets whichave have received up to the
time of the drafting of {his report. I'he effect of the more modern
1achinery has however not yet been fully realized. The decline in
the cost of manufacture still continues. Excluding the economy
ebieeted as a resull of the fall in the price of coal, which we regard
as a temporary factor, the costs tor August, 1926, show a fall of
Rs. 9-5 a ton as compared with those of 1925-26 and we believe that
ihis fall will continue, though at o sormiewhat slower pace. TFrom
this point of view it is perhaps unfortunate that our enqguiry could
not be condueted at a later date. when the [all effeet of the working
oi the Greater kxtensions would bhave bLeen more apparent. But
apart from this, it would still have been necessary 1o frame an esti-
wate of future worky costs diffeving Targely from the latest actuals.
We have already indicated that the old mills and plant are now
ohsolete and that, in consequence, the Steel Company is placed at a
considerable disadvantage u< compured with its competitors from
abroad. It is now proposed to modernize the works by replacing
the obsolete portions and adding such additional machinery as is
necessary to enable the plant to operate as a well balanced whole,
the necessary expenditure being met from the sums set apart for de-

preciation,
29. The additious which it is proposed to make are fully set forth
The proposed additions 10 Litts A and B afg.a.ched to the Tata Iron
and oxtensions to the and Steel Company’s application to the
works. Tarifi Board dated the Tth Mav, 1926, Tt
will be sufficient for our purpose to refer to the main features of
the scheme, and to indicate {he deficiencies in the present plant
which are to be made good. The Tata Iron and Steel Company’s
works as they stand at present are not properly inter-related. The

(18 )
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voke ovens cannot turn out sufficient coke for the manufacture of pig
iron if all the blast furnuces are in full operation. The steel
furnaces cannot absorb all the pig irvon which can be made, nor can
they produce enough steel to keep the rolling mills fully occupied.
Tt 1s thus necessary to provide additional coke ovens and steel fur-
naces in order to enable the blast furnaces and rolling mills to be
worked at their full capacity. A fourth battery of Wilputte coke
ovens will therefore be erected, and the output of steel ingots will
be raised by the installation of a third tilting furnace and by re-
building and enlarging the four oldest open hearth furnaces. Addi-
tional soaking pits and reheating furnaces will also be necessary.
To enable the Company to close down the uncconomic portions of
the plant, a roughing stand and finishing department must be added
to the new 28-inch mill so that the struciural sections now rolled
on the old mills can in future be volled on that mill. The present
gas producers in the open hearth department will be replaced by
new mechanical producers which will ensure greater economy in the
consumption of coal. More sheet mills will be installed, und addi-
tions will also be made (o the power station plant and to various
auxiliaty departments. Ll Cowpany also proposes to introduce
equipment for economising fuel, to prepare some of the refractory
waterials required in the works and to instal a benzol recovery
plant which should increase the rveceipts from by-products.
30. As a result of these alteratious and extensions, it is expected,
L that the annual oulput of finished steel will
1_}01:1;’3'%‘165“g;‘;gf“d bY  be increased from a little over 400,000 tons
to about 600,000 tonms. We consider that
this is a highly desirable and indeed necessary developumient without
which we should have found it difficult to foresece a time when the
Company might reasonably be expeeted to dispense with protection.
According to the Company’s programme, this scheme of develop-
went will not be completed until 1931-82 and the full output will
not be reached until 1933-34. By that year there should be a
considerable decrease in the works costs both on account of
the increase in output and of the general cconowies effected. It is
impossible, therefore, to base a scheme of protection on the works
costs as shown in the latest cost sheets, It is equally impos-
sible to take the estimated costs for 1933-84 for that purpose,
since a scheme ol protection so determined would be inadeyuate
in the carlier years and it is therefore necessary to take some
intermediate figure as representing the average works costs. But
before we can arrive at auny such figure, it is necessary to determine
the period to be covered by our estimate, If the period is too
short, the average works costs will be higher and therefore the
amount of protection greater than would otherwise be the case. It
it 1s too long, the amount of protection will be too low in the initiat
yeurs, and possibly excessive towards the end of the period. We
think the most suitable period to adopt is seven years, since by }4Y33-
34 the full output, which is expected from the uew scheme of
development, should be attained. Further, in paragraphs 21 and 22
of its application to the Tariff Board, the Tata Iron and Steel Com:
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pany has stated its belief that by 1983-34 the Steel industry may be
able to stand without speciul protecion, and although we do not
commit ourselves to agreement with this opinion, 1t appears un-
necessary, in view ot the Company’s statement, to postpone an
enquiry mnto the industry to any tater date, Iimally, we think that
a scheme of protection pased on ihe uverage works costs, overhead
charges and manulacturer’s profit vver a seveu year period would
not result in the grant of inadequale protection mm the early years
and assistance beyond the needs of the indusiry towards the end of
the period. We huve Lherefore decided lo buse our estimates
throughout on a seven year period.

31. No estimate of future costs can be made except on certain
N , _ assumptions. The two lurgest items in the
Assumptions as to coal, . . ’ - o L : i
Jabouy, ote. cost of manufucturing steel in India are
labowr and coal. We can make no definite
prediction as to the future course of Indian wages und musl assume
1 our estimates that there will be no substanuial change. The
price of coal hag fullen from about Rs. 8 per ton, delivered at
Jamshedpur, in 1Y25-26, to Rs. 7 in the current year. The Com-
pany has based its estimates on prices of Rs. 8 per ton in 1927-28
and Rs. 9 per ton in subsequent years. While we do not attempt
to forecast the future course of voal prices, we have received no
evidence or information to indicate any counsiderable rise in the
immediate future, and we buse pur estimates on an average price
of Rs. § per ton delivered at Jamshedpur. Other factors in the
costs which muy be liuble to variation are railway ireights, ihe
prices received tor by-produets, the prices of minerals other than
coal, and the cost of miscellaneous stores and supplies. We see no
reason to anticipate that all these factors will vary simultaneously
1n a manner adverse to the Steel Company or that the nett variations
would have any appreciable effect on our estimates of the final works
costs.

39. The Tata Lron and Stecl Company has furnished us with
estimates of its fulure costs of production.
We find, however, that these estimates have
pol tuken account of all probable savings, us
indeed was admitted by the Company’s representatives in the course
of their examination. Lt is therefore necessary to consider in detail
the econumics which can be effected during the protective period.
This can be done in two ways; cither by estimating the figures of the
cost per ton in each department, which is the method adopted by
the Tata Tron and Steel Company in maintaining its monthly
cost sheets, or by considering the total expenditure under the
main heads and framing an estimate of the final sum which, we
think, might reasonably be spent under each of these heads during
the last year of the seven year period. The latter method has
the advantage of indicating clearly the directions in which eco-
aomies can be effected and we have decided to adopt it. As the
monthly cost sheets of the Steel Company do not show the total
expenditure under the various heads, it is necessary to take as

Method of estimating
future costs.
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our starting point the classified expenditure of the last complete
year 1925-26. The total expenditure for this year is then con-
sidered under four main heads and the total saving possible under
each head during the period of protection is determined. Thus
the total expenditure in 1933-34 is obtained, and this figure divided
by the estimated output of finished steel gives the works cost per
ton in that year. In determining the average works costs over
the whole seven year period, we hLave taken the arithmetic
mean between the costs for August, 1926, and our estimate of
the costs for 1933-34.* We have considered whether it would be
preferable to estimate the probable costs at the end of the current
year and buse our average on the mean between such costs and our
estimate for the final year of the protective period. DBut on this
method both figures between which the average cost for the period
would be determined would lLe estimates only. Our figure for
1933-34 is necessarily an estimate and il appears to us that we
should be on firmer ground if we take as our first figure for the
period the latest actual costs which are available.
The four heads of ex- 33. The four heads referred to in the

penditure. previous pal'agruph are--—

(a) Labour,

() Miscellaneous stores aud supplies,

(¢) Coal, and

(d) Ores and fluxes.

Reductions in the costs per ton are possible under all these heads
and will be largely facilitated hy the increase in the outpul of steel
and by closing down those parts of the plant which have become
obsolete and therefore uneconomnic. Iurther, as regards certain
classes of tinishied steel which the Company has only recently com-
menced to produce, such as black sheets, galvanized sheets and
sleepers, longer experience in manufacture should result in greater
economy and better practice.

34. Before dealing with the main aspects of the question, we wish
to emphlasize the importance of closing down
at the earliest possible date those parts of the
old plant which have admittedly become
obsolete and ineflicient. These ave the old blooming mill, the old
28-inch mill and the old bar mills. According {o our calculations,
which have not been disputed by the Steel Company, it costs nearly
Rs. 20 lakhs a year more—for works costs only—to produce the
articles rolled on these mills than it would if it were possible to roll
the same products on the new mills,  Steam instead of electricity
is used as the motive power in the old mills and greater expenditure
is thereby incurred. Additional coal is also required for reheating
the blooms and billets before they enter the old 28-inch mill and
the bar mill, and as constderably more manual labour is required
by the old plant the labowr charges are correspondingly high.

("losing down of obsolete
parts of tho plant.

* In two cases, viz., structural scections and slcepers, the average works costs
aro determiued in o difforent manner as explained in paragraph 60.
C
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In all these directions the closing of these mills would result
in economy. The principal kinds of finished steel manufactured in
the old mills are structural sections, certain small bars, light rails
and fishplates. The Tata Iron and Steel Company contends that 1its
new mills ave not ul present in a position to roll these sections, and
that if it did not roll them it would lose its business connectjons
with engineering firms and bazar buyers. Tn these circumstances
there is perhaps some justification for the use of these mills until they
can be dispensed with by the development of the new mills, and we
have thought it necessary, therefore, to muke some allowance for
the additional expenditure which must be incurred in the initial
years of the period.

35. The works costs must largely depend upon the output of steel.
In our investigation of the economies which
may be reasonably expected in the manufac-
ture of steel, we are concerned wilh three distinet stages, viz., the
year 1925-26, the month of August, 1926, and the final year 1938-
34. In 1925-26, the output of finished steel was 320,000 tons and
that of surplus pig iron 123,000 tons. In the month of August,
1026, tho output of finished steel was 82,300 tons and of surplus
pig iron 4,900 tons, this being equivalent to about 387,000 tons
ot steel and 59,000 tons of surplus pig iron for one year. The Com-
pany’s original estimate for 1933-34 was 560,000 tons of finished
steel. 'We pointed out that this was an under-estimate and the
Company then agreed thal our estimate of 600,000 tons might be
accepted. We shall accordingly adopt this figure as representing
the final output.

36. In our first report we remarked ‘' The labour cost per ton of
finished steel at Jamshedpur is unques-
tionably higher than the corresponding cost
in western countries. This is due not only to the higher wages puid
to the skilled labour imported from abroad, but also to the much
larger number of unskilled and semi-gkilled labourers employed, so
that the total wages per ton come out higher.”” 8o far as imported
labour is concerned, good progress has been made. 'The number of
covenanted men has heen reduced from 229 in September, 1924,
when the covenanted staff was at its maximum, to 161 in June, 1926,
and the saving on this account may be placed at ahout Rs. 3 lakhs
annually. The Company has consistently followed the policy of
replacing Buropean by Indian labour whenever possible. But as
regards semi-skilled and in particular unskilled lahour, the Company
has made litile progress in reducing the number to & more reasonable
firure. 'We have thought it desirable, therefore, to deal with the
subject of labour costs 1n some detail.

37. The total numwber of men emploved in 1925-26 was 26,200,

. of whom 16,393 were in the productive and
Comparison  with the 9 897 iy the non-productive departments.*
Indian Tron and Steel The total ex Lt £ the O . ¢
Company. 6 total expendrture ot the Lompany a
Jamshedpur “in connection with labour

Output of finished steel.

Excessive labour.

* Beo Supplementary Statemont No. 69, also Statements 71 to 84.
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was nearly Rs. 165 lakhs in 1925-26;* this includes salaries,
wages, a?g’ honuses and the accident, leave, provident and contingent
funds. e consider the number of men employed to be unduly high
and in our estimates we must presume a substantial reductiont
Our view is supported by a comparison of the Steel Company’s
figures for the manufacture of coke and pig iron with the cor-
responding figures of the Indian Iron and Steel Company which
also manufactures these products. The latter company’s plant
near Asansol consists of two batteries of modern coke ovens and
two blast furnaces. The Tata Iron and Steel Company had in
operation in 1925-26 one old battery of Koppers and three modern
batteries of Wilputte coke ovens and four blast furnaces, two of
which are old and two of which are new. At our request the Indian
Iron and Steel Company prepared statements on the same lines as
those submitted by the Tata Iron and Steel Company. The follow-
ing table gives the comparative figures:—

Tapre VII.

Tata Tron and
Steel Company.

Indian Tron and
Steel Company.

Coke Ovens.

Production . 203,000 tons 694,000 tons. »
Direet labour 290 men. 1,776 men,
Indirect labhour . . . 3 3 . 401 , 610 ,,

Toran . 791 men. 2,386 men.
Tounage per man . . 370 201
Wages per head Rs. 336 Rs. 324

Pig Trow. v

Production . . . . 265,000 tons 602,000% tons.
Direct labour 373 men. 2,016 men,
Indirect labour . . . . 572 ,, 923

TorAxL 945 men. 2,939 meun,
Tounage per man . . . 281 A 205
Wages per head Rs. 339 Rs. 403
Grand total of labour-—Coal and pig iron 1,736 men. 5,325 men.

* See Supplementary Statement No, 90.

t We learnt at the hearing on the 27th September, 1926, that the manage-
ment had already issued orders for a reduction of 10 per cent. in the total

labour force in the course of the next year.

1 This figure includes 29,000 tons which is taken as the pig iron equivalent
of the ferro-manganese made in the blast furnaces during the year.

c?
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It will be observed that, whilst the total number of men employed
by the Indian Iron and Steel Company for a production of 265,000
tons of pig iron and of the necessury coke for this quantity is
1,786, the number employed by the Tata Iron and Steel Company
for a production of 602,000 tons is 5,825. Tf the ratio of the total
number of employees to the output of pig iron at Jamshedpur
were the same as that at Asansol, the number of men required for
this work by the Tata Iron and Steel Company would be about
3,940 which is nearly 1,400 less than the number actually em-
ployed. Part of the excess is explained by the fact that at
Jamshedpur the Koppers ovens and two of the blast furnaces are
comparatively old and require more manual labour than the more
modern plant at Jumshedpur or that of the Indian Iron and Steel
Company. For this reason the employument of some exira labour
Is inevitable, but not, in our opinion, to the exient shown by the
figures.
38. The actual situation, however, is more unfavourable to the
Tala Tron und Steel Compuany than is
Addition of "nonpro- yevealed by Wable VII. The figures of the
(tlgc(f;fpleé:b::r;;ﬁf;:iﬁw Indian Tron and Stecl Company are com-
plete and embrace all employees at the works,
The figures of the Tata Trom and Steel Company in the above
table, on the other hand, are incomplete, in that they do not
include any of the men (nearly 10,000) employed in depariments
which are other than *‘ productive.”’ The work of some of these
men is connected with the manufacture of pig iron and coke.
There are, for instance, 115 men* in the sulphuric acid and hy-
product plant at the coke ovéns, most of whom should be added
to the 5,325 men shown in the table above. Tneluding these men,
we think, after a study of the remaining ‘‘ non-productive >’ depart-
ments, that a total of about 1,500 'men should he allocated tu
coke and pig iron. The results may now be stated as follows: —

Tasre VIIL
) No. of wen.
Tabour at ovens and furnaces . . . 5,32h

Allocation from non-productive depart-
ments . . . . . . 1,500

Torar . 6,82

Number in proportion to the Indiun Tron

and Steel Company’s figures . . 3,940

Excess . 2,885

See Supplementary Statemont No. 69.
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These figures show that the Tata Iron and Steel Company employs
in the ganufacture of coke and pig iron over 70 per cent. more
men than it should by comparison with the Indian Iron and Steel
Company. While we realise that, in present circumstances with
its preseni equipment and plant, the Tata Tron and Steel Com-
pany cannot be expected to show the same results in labour costs
as the Tndian Iron and Steel Company, we cannot overlook the
fact that a substantial reduction is necessary. We should regard
as unsatisfactory any result which fell short of a reduction of
about 2,000 men -productive and non-productive- in these depart-
ments before the cnd of the seven year period.

29. When all the old mills, viz., the blooming, old 28-inch and

old Mills bar mill;, Lave been shut down there should

be a saving of about 2,200 men (Statements

76, 78 and 80). This should be accompanied by a further saving

of about 650 men who are employed in the ‘ non-productive’ de-

partments on work connected with these mills. The total redue-
tion will then amount to 2,850,

40. We arve satisfied after carefully examining the number of
General  vednaii men emploved, that the possible savings in
luh::::fml vednetion of ppp parts of the works are not as
preat a8 at the coke ovens or the blast fur-
naces and we cannot veasonably expect a much greater reduction
than 1,500 men in the remaining departments, which is approxi-
mately oquivalent to 10 per ecent. of the present number. The
saving of labour in all departments including ‘ non-productive ’
will thus be as follows:—

No. of men.

(‘oke ovens and blast furnaces . . . 2,000
Old mills . . . . . 2,850
Other departments . . . . . 1,600

6,350

The nett result is that the number of men finally necessary for
working the existing plant on the present scale of operations
should be reduced from 26,290 to not more than 20,000 men.

41. The development programme involves an increased output of

o ed for voke, pig iron and steel, and necessarily

gri’l‘i‘:lf“(ﬁﬁtpﬁ?“l”}d °f jmplies the handling of larger quantities

both of raw materials and of finished pro-

ducts. We have considered whether this factor might necessitate

some inerease in the quantity of labour. On the whole, we think

that an increase of about 3,500 men will be an ample allowance for

the new units and for the increase of output from the existing
units.
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2. We are now in a position to uscurtain the total num‘bm' of
Total lal cquired, el required for the final produgtion of
Potal labour required-  "¢40 000 tons of finished steel:—

No. of meh.
Employed in 1925-26 . . . . 26,200
Reduction . . . . . . 6,330

19,940
Tnerease for final output . . . 3,500
Finan Toran . 23,440

43. These figures indicate that, in spite of the large increase in
output, the number of men employed in 1933-
34 should be about 11 per cent. less than in
1925-26.  Since the reduction in numbers must necessarily be made
to a large extent in the lower paid classes of labour, it by no means
follows that the total expenditure on Ilabour will show u pro-
portionate reduction. We do not think we could safcly assume
that the total wage bill for the manufacture of steel alone in the
final year would be below that of 1925-26. As we have already seen,
the inclusive expenditure on labour in 1925-26 was about Rs. 165
Iakhs. Trom this should be deducted the cost of labour (a) in the
town departments, which are expected to be self-supporting, (5) in
the production of surplus pig iron and (c) on certain new construc-
tion works on eapital account. A deduction of Rs. 16-G lakhs
has been made on this account, leaving the total cost of labour
involved in the manufacture of steel at JTamshedpur in 1925-26 at
Rs. 148-4 lakhs. We regard this as sufficient provision for the
labour necessary for the production of 600,000 tons of finished steel
in 1933-34, We are conscious that on the figures given above an
even larger reduction in labour costs might have been proposed,
but we think that difficulties might arise in giving effect {o any
further readjustment of the labour ferce in a period during which
new plant on un extensive scale is to be brought into operation.
We have no doubt that the Steel Company so far as is compatible
with smooth and efficient working, will take steps to counteract
any tendency towards overstaffing the various departments.
44. The remainder of the Company’s expenditure ut Jamshedpur
Expenditure on stores 15 in respect of materials and falls under
and supplies. the following three heads:

{a) Stores and supplies,

(h) Tuel, and

(¢) Ores, fluxes, and other minerals.
For the purpose of our caleulations the inward freights to
Jamshedpur are included in the ecost of the materials. The
gross expenditure on stores and supplies in 1925-26 was Rs. 87-9
lakhs* of which about Rs. 67 lakha may be ascribed to surplus

Expenditure on labour,

* See Supplémcntary Statement No. 90.
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pig iron, capital construction, etec. The expenditure under this
head on the manufacture of the steel made during the year was
thus Rs. 31-2 lakhs. Having regard to (1) the fact that some of
these stores appear in the 1925-26 accounts at prices higher than
those now ruling, (2) the possible economies in the consumption of
some of the stores and (3) the future closing down of the old mills
where the consumption of stores is disproportionately large, we
consider that the total expenditure in 1933-34 required for the
manufacture of steel should not exceed Rs. 124-0 lakhs, which is an
all-round increase of over 50 per cent.

45. The next item which requires consideration is coal. The
Expenditure on coal Company’s actual expenditure* in 1925-26
' ) was Rs. 128:1 lakhs, of which Rs. 16-4 lakhs
may reasonably be allocated to surplus pig iron and Rs. 111.7 lakhs
w finished steel. The Company also spent Rs. 1'3 lakhs on fuel
oil in 1925-26; we think that this item may safely be omitted from
our estimates for 1933-34. We have impressed upon the Company
the necessity of reducing its conl consumption per ton of steel. In
an early estimate the Clompany propesed a reduction from its actual
consumption of 4-09 tons in 1925-26 to a future consumption of
2’14 tons per ton of finished steel after allowing for the surplus
pig iron. While a consumption of less than 3 tons of coal should
ultimately be sufficient, we do not consider that we should he
fustified in ingsting on a lower consumption than the 3-14 tons
suggested by the Compauy within the seven year period. We
therefore allow 814 tons as the figure to which the Com-
pany should bring down its consumption for the production of
600,000 tons of finished stecl.  The total quantity thus requirved in
1933-34 would be 1,884,000 tong, and as we have assumed the ave-
rage price of coal to be Rs. 8§ per tow f.0.7. works, the total expendi-
ture under this head will amount to Rs. 1507 lakhs.  As evidence
that the Company has begun to reduce its coal consumption, it may
be noted here that the consumplion in Augnst, 1926, was 3-81 tons
per ton of finished steel, which is already less than the average
of 1925-26 by 0-28 ton.

46, The gross expenditure in 19256-26 on ores, fluxes and mis-
cellaneous minerals (chiefly for furnace
linings) was Rs, 62:8 lakhs of which
we regard Rs. 10-4 lakhs as due to the
production of surplus pig iron, leaving a nett expenditure of R, 52:4
lakbs as necessary for the production of the steel in that year.
According to our calculation of the quantities necessary per ton of
steel in 1933-34, the expenditure on these materials in that year
for an output of 600,000 tons of finished steel should not exceed
Rs. 92 lakhs.

* Supplementary Statement No. 90 also contains an item of Rs. 3:59 lakhs
for coke purchased or taken from stock. We havo treated this as taken from
stock and have reduced the credits accordingly,

Expenditure on  ores,
fluxes and other mincrals.
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47. The preceding paragraphs show the actual expenditure on
the manufacture of steel in 19256-26 and our
estimates for 1933-34. These figures, how-
ever, do nol represent the true costs of
making the steel. The pross expenditure is incurred in the produc-
tion, not only of finished steel, but also of saleable produets which
are either incidental to the manufacture of the steel or are produced
to mect local requirements.  The clief of these are ammonium sul-
phate tar, second class rails (which are not included in the Com-
puny’s produohon of finished steel) and power sold to other firms at
Jamghedpur. The cost of the lahour and maferials consumed in
these produets is included in the above expenditure and the receipts
from their sale should correspondingly be deducted if we are to
arrive ot the nett e\pendlfure which Tt*]ll(‘s( mis HJ true works costs
of the steel. An examination of the (lompany’s cost sheets shows
also that, during 1925-20, there was un excess production of certain
intermediate pmduv’rs (e.g., ingots, bloows and slabs) and a deficient
production of others (coke and billets). The works costs of these
should be allowed as deduciinus from or addifions to the tofal ex-

penditure.  To obfain the truc expendititre on ﬁmxhvd sleel we must
rm]u(e the gross expenditure of 192626 by Rs. 37-5 lukhs, which
was the value in thai vear of the by-producis and of the nett excess
of the intermediate products. Wa esfimale that the corresponding
reduction for 1933-34 will he abonf Re. 42 lakhs.

Credits in reduction of
gross expenditure,

Nott average cost and We an now set outb the total costs of
estimated reduction per ]Q/\u)‘ 26 and auv estimates for 1933-34 in the
ton. following form :—

Tasre IX.

('rOSS EXPENDIIURE. INCIDENCE I'ER TON,
1025-26, 1933-34. 1925-26, 1033-34.
s, lakhs. Tis lnkhs. Rs. Rs.
Lahour . . . . 148-1 1484 464 247
Stores and supplies . . 812 1240 2543 20-7
Fuel . . . . . 1130 1507 353 25°1
Ores, fluxes, otc. . . h24 920 1644 153
"ToraL . 3950 55l o 129-4 858
Credits . 375 42 117 70
Nott Total Expenditare . .| 675 4731 117 788
Production of finished steel . | 319,960 b;\\ 600,000 tons. T T

The estimated reduction is thus Rs. 32-9 per ton which is ne:trly 30

per cent. of the 1925-26 cost.
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49. In a previous chapter we have indicated the great reduction
. in the costs of manufacture consequent on the
l'edMu((:_‘t!,:}ilgl"ll. of applying  onoration of the new mills, Some time is re-
quired to obtain the best results from the new
plant and it is only recently that the difference in the cost of manu-
facture has manifested itself in a marked degree. The works costs
of August, 1926, are lower than those of 1925-26 by no less than
Rs. 13-3 per ton.  This includes a reduction in costs of Rs. 3-8 per
ton on account of the price of coal which fell to Rs. 7 per ton from
Rs. 8 per ton in 1925-26, which figure we have also assumed as the
average during the period of protection. We regard the nett redne-
tion of Ms. 9:5 in works eosts as satisfuctory, but we do not anti-
cipate that the same rate of reduction can he maintained. Com-
paring the August figures with our estimate for 1933-34 and making
sllowanee for the reduction of Rs. 15:3 per ton already made in
the August fipures we find that further savings amounting 1o
about Rs. 19 per ton may reasomahly be expected to be realized
during the next seven years. This is an average for all classes of
steel taken tiogether. Tor .some products, which are alreadv
being made on a large scale with relatively good efficiency, it will
rot be possible to obtain a further reduction of Rs. 19 per ton
as compared with the August costs, while for others where the out-
rut is small and the efficieney still leaves much to he desirved, a
greater reduction is possible,  Taech of the main classes of product
must, thevefore, be considered separately.

A0, The rail mill was praducing vails i August at a rate
Rails which waz not much below that which we
o assume for 1933-34, and any further fall in
the costs would he due mainly to the effect of the cconomies in labour
and fuel on the cost of the rail ingots. . Before 1933-34, however, the
mediom and heavy structural sections will be rolled on this mill
and this extra output shonld enable the costs above melal to be
reduced appreciably,  We think, thereforve, that it should be pos-
sible to bring down the cost of rails, by Rs, 18 per ton, which is
nearly the full average amount.  The Augnst cost was Rs. 79-6 per
ton and the final cost should thus be Rs, 61-6.

51. The scope for increase of output is greater in the merchant
mill, which produces bars, than in the rail
mill and we anticipate a larger drop in the
costs above metal. Moreover, the consumption of ingots per ton of
finished product is highev for hars than for rails and there is room
for greater saving in the cost of metal. Our estimale of the reduc-
tion is Ms. 22 per ton, that is from Rs. 99 to Rs. 77,

Bars,

52. Tinbar is a less finished product than any of the other kinds
of finished steel. Tts manufacture requires
Tess ingot steel per ton and involves lower
costs above raetal than the other products. We should, therefore,
not be justified in assuning a greater saving than Rs. 17 per ton,
namely, from Rs. 71-4 to Rs. 544,

Tinbar.
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53. A greater reduction than the average should be possible in
the cost of plates. The consumption of in-
gots required per ton of plates is high, and
involves a large reduction of the cost us the cost of ingots falls.
Our estimute of the total reduction is Rs. 28, viz., from Rs. 1033
to Rs. 80-3.

54. The sheet mills have been working for a comparatively short
Bl time. Indian labour has not yet been suffi-
Black Sheets, . . .

ciently trained and, although the number of

covenanted employees has been substantially reduced below the

average of 1925-26, it is still much higher in proportion to the output
than we auticipate for the future. 'The operations are confined at
present to four out of nine existing mills. When the temporary
difficulties us regards labour have heen overcome and full produc-
tion is reached on all the nine mills and on the two additional iills
provided for in the Company’s development programme, we anti-
cipate o special saving of not less than Rs. 28 per ton above the
average saving of Rs. 19, The fotal saving in the cost of sheets

would thus be Rs. 42, which would bring down the cost from Rs, 164

to Res. 122 per ton.

Plates.

55. The cost of galvanized sheet depends mainly on that of black
- sheet. The greater part of the remaining
cost i3 due to the spelter (zine) with which
the steel is coated.  Abouni four-fifths of the galvanized sheet made
al. Jamshedpur is corrugated, the remainder being sold as plain
sheets. Tn August, 1926, the average worke cost of plain and
corrngated galvanized sheet was Rs. 2637 per ton, i.e., nearly
Rx. 100 per ton above the cost of black sheet. The Steel Company
estimates that in 1933-34 the difference bhetween the costs of black
and of corrugated galvanized sheet will be Rs. 85 per ton. This
appears to be somewhat greater than necessary, but so long as the
revenue duty on the importation of spelter into Tndia is retained
we do not think that a smaller difference (han Rs. 80 is {0 he ex-
pected.  On this basis, and if the works cost of black gheet is Rs. 122
per ton in 1933-34, the cost of corrugated galvanized sheet in that
vear should be Rs. 202 per ton. But in August the avernge cost
of plain and corrugated sheet together was Rs. 2 per ton less than
that of corrugated alone. The average works cost of all galvanized
sheet in 1933-34 should thus be Rs. 200 per ton.

56. No steel sleepers have been made at Jamshedpur during 1926-
27 and the production during 1925-26 was so
small that we do not regard the cost as a
useful guide for the future. The plant is at present incompletely
equipped and unsuitably located, but the Company intends to remove
the plant to a better site and to complete the equipment when the
manufacture of sleepers is undertaken on a large scale. The Com-
pany estimates that the final works cost of sleepers will be Rs. 25
above the cost of sheet bar, the sleepers being made from very
similar bar rolled in the same mill. The process of manufacture is
igexpensive and, in our opinion, a difference of Rs. 16 per ton should

Galvanized Shect.

Steel Slespers.
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be ample. The works costs of the bar would in 1933-34 be about
Rs. 56 peg ton; and the cost of the sleepers would consequently be
Rs. T2 per ton.

57. The heavy and medium sections will in future be rolled in the
new 28-inch mull, in which the rails ave
rolled. The cost of the sections in this mill
will probably be about Rs. 2 per ton above that of rails. The light
sections will be rolled almost entirely in the merchant mill, and
their average cost will probably be about Rs. 3 per ton above the
average cost of bars. If the output of heavy and medium sections
in 1933-34 is twice that of light sections, which is approximately
what may be expected, the average works cost of all structural
sections will be Rs. 69-1 per ton.

Structural Sections,

58. Fishplates are at present rolled in a steam driven 16-inch
mill. It appears that they will continue to be
rolled in this mill which will be made more
cconomical by electrification during the next few vears, At present
the cost per ton of fishplates is higher by Rs. 43 than the cost per
ton of the billels from which they ave rolled, and we think that this
difference should be reduvced in future by about Rs. 35. The cost of
billets 1n 1933-34 we estimate at Rs. 55 per ton. The works cost of
fishplates should thus hecome Rs. 90 per ton.

Fishplates.

We now tabulate the works costs of August, 1926, and our esti-
mates for 1933-34:——

Tasny X,

WORKS COSTS PER TON,
Product.
Actoals, Estiml‘ltcs, Reduction
August, 1926.] 1933-34. :
Rs. Rs. Hs.
LRails . . . . . . . 706 616 18
Fishplates . . . - . . 1164 90 264
Structural sections . . . . . 1053 691 36-2
Bars . . . . . . . 99 77 22
Platcs . . . . . . . 103-3 80-3 23
Tinbar . . . . . . . 714 554 16
Black shects . . . . . . 164 122 42
1alvanized sheet . . . . . 2637 200 637
Sleepers . . . . . . . 72
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59. While we ure satisfied that before the end of the period the
economies foreshadowed in the eavlier para-
Method of determining gopruphs will result in the reduction of the
f%fuil: (;:;%2(1_“’0&5 st \works costs of the various products to the
levels indicated, we do not think that we can
make any useful forecasi of the extent to which they may be realized
in any one particular vear. The resulls will depend very largely
upon the rapidity with which the Tata Tron and Steel Compuany
Is able to carry out the proposed reductions in the labour and other
costs and the measures for effecting fuel economies, and the daie
on which the old mills are closed down. Tn the meantime the new
plant is alveady giving lower costs.  We believe that the fall in
costs will continue until the maximum production of the present
plant has been reached, and the costs will be reduced by a substantial
proportion of our estimate. During the following three or four
vears, new units of the Company’s development programme will
come into operaiion. We helieve thal during {hese years, both
production and costs should show an improvement over the previous
figures, hut that the rate at which this Improvement can be effected
will not be so rapid. All the nnits should begin to give distinctly
better results about the fifth vear of the new period of protection.
Costs should again come down with some rapidity until they reach
the estimated level.  The rate of fall of the works costs will probably
vary substantially, but, as already explained, we think it would be
fair to assume (hat the average costs thronghout the perlod will be
the mean between the costs of August, 1926, and those of 1933-34,
exeept as regards structural sections and sleepers.

60. The structural sections are at present maiuly rolled in the old
mills; but when the new plant s suitably
equipped the Tieavier seetions will be rolled
entirely in the new 28-inch mill, and the
lighter sections in the other new mills.  The final cost of structural
sections will be approximately midway between that of rails and
that of hars. Tn view of the tmportance of closing the old mills as
early as possible and of the fact that until that is done, the outpnt
of sections will e much less than in the later years, we do not think
we should be justified in hasing our proposal on an average works
cost of sections for the seven vears higher than Rs. 81 per tonm,
which ig Rs. 1-6 above the mean cost of rails and that of bars. As
regards sleepers we have no initial figure which we can regard as
having any value for the ascertainment of a fair average cost. We
anticipate, however, that, unless the price of wooden or cast iron
sleepers rises or unless the Steel Company is prepared to forego
part of its profit, the manufacture of sleepers outside the existing
contracts will not be recommenced until the cost of sheet har 1s so
reduced that the average cost of finished sleepers for the remainder
of the period will not exceed Rs. 74 per {on. We therefore take
thiz as the fair average cost,

Average costs of struc-
turals and slecpers,
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Average costs of all 61. The average costs for the period may
g;g&‘gf“ for the whole 1,4y be stated as follows:—
Tasre XI.
Produet, Ao, 1906 105 | ‘e poviod.
Rs. Rs. Rs.
lajly . . . . . . . 796 616 71
Fishplates . . . . . 116-4 90 103
Structural sections . . . . . 1053 69:1 81
Bars . . . . . . . ] 77 §8
Plates . . . . . . . 103-3 803 92
Tinbar . , . . . ) 1 71-4 554 Go
Black sheets . . . . 3 : 164 122 143
Galvanized sheet . . . 5 : 2637 200 23
Sleepers . . . . . : . 72 74




CHAPTER 1IV.

Estimate of the future fair selling price of Jamshedpur
Steel.

(2. In the previous Chapter we have estimated for a seven vear
Exnlanation of fuie sell period the average works costs of the diff-
ing price, 0TS erent steel products of the Tata Iron and Steel
Company. In order to determine the price
which the Indian manufacturer may rcasonably be expected to
obtain for his steel during this period, it is necessary to ascertain
the additions which must be made to provide for the overhead
charges incidental to the manufacture and marketing of the steel
and for a reasonable return on the capital involved. The fair sell-
ing price for Indian steel may therefore be defined as the total of
the charges under the following heads: —

I. Works costs.
1I. Overhead charges, consisting of
(a) depreciation,
(b) interest on working eapital, and
(c) Agents’ commission, head office charges, ete,
IIT. Manufacturer’s profit.

3. Tn ovder to fix the amount of depreciation the present day ve-

‘ st placement value of the Steel Compuany’s
fl\r’e’(f“:;‘ig"y valuution of  fic0d assels must first be ascertained. In
paragraph 72 of our first report, it was esti-

mated that the total fixed capital expenditure of the Company, in-
cluding the expenditure on the collieries, would in 1924-25 amount
to Rs. 21 crores.  We were satisfied on investigation that this sum
was greatly in excess of the real value of the property whether
regard was had to the profits which might be earned or to the cost
of replacement at the prices prevailing 1n 1923-24. After carefully
weighing ull the evidence we reduced the value of the block, ex-
cluding the collieries, to Rs. 15 crores. We must now consider how
far this figure requires modification. The expenditure in India,
which covers the cost of labour and local materials in the erection
of the works, the development of ore, limestone and dolowmite quar-
ries, the preparation of the works site and the construction of roads,
houses, ete., will be little affected by foreign prices and need not be
written down. About Rs. 3 crores may be allowed on this account
and the remaining Rs. 12 crores will require adjustment in
view of the change in the price of machinery and steel in the last
three years. The main factors, which reduce t{he rupee

(84 )
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value of the plant, are the rise in the exchange value of the
rupee ang the fall in the sterling price of steel works machinery and
buildings. The appreciation o? the rupee exchange would justify
a reduction in the value of the plant and equipment of rather over
10 per cent. and after considering the fall since 1923 in the price ot
steel and machinery we think that a total price reduction of about
20 per cent. in the rupee value of the imported portions of the fixed
assets would not be unreasonable. We accordingly reduce the sum
of Rs. 12 crores to Rs. 9 crores. To this we must add the Rs. 3
crores on uccount of expenditure in India, which we have not writ-
ten down. This will bring up the present replacement value of the
cowplete fixed assets excluding the collieries to Rs. 121 crores.

(4. Tn our earlier estimate the maximum capacity of the plant
was assessed at about 420,000 tons of finished
steel per year. This figure was limited by
the capacity of the steel making units, which is small in proportion
o the capacities of the other producing departments, namely, the
blast furnaces and the rolling mills. The Steel Company has
now decided to raise the annual capaeity of the works to about
600,000 tons by means of the development scheme to which we
have referred in Chapter 1lI. The fresh expenditure involved
is about Rs. 2% crores and is to be met, not by raising fresh capital,
but out of the depreciation fund set aside to cover renewals and
replacements, including those necessitaled by obsoleseence. This
expenditure will not result in-any increase in the capital of the
Jompany, but will merely have helped to maintain the efficicncy
of the plant and, by securing a balance of output between the
different departments, will have maintained the producing capacity
in reasonahle proportion to the value of the plant. No additional
return could be, or indeed has been, cluimed by the Tata Trom
and Steel Company on this account. The value of the renovated
plant and other fixed assets, excluding collicries, with an output of
600,000 tons would thus not exceed Rs. 121 crores. Such infor-
mation as we have heen able to obtain regarding the cost of replace-
ment of similar plant in Kurope, suggests that, after making allow-
ance for freight, duty, higher erection charges, and the additions
and alterations necessitated by elimatic conditions, a valuation of
Rs. 12} crores is not unreasonable.

Capacity of the plant.

65. It may be of interest to compare our estimate of the value of
the plant with the Company’s issued capital
Comparison between the  gnd debentures. If we add to our valuation
;::;q“(f-a;:::lh and Com- 4 Rs. IR} crores the replacement value of
the Compuny’s collieries, reduced from their
bank value in the same proportion as the other assets, the replace-
ment value of the total assets of the Company is about Rs. 132
crores, The Company’s capital consists of shares amomnting to
Rs. 10-45 crores and of issued debentures amounting to Rs. 3-34
crores, the total being thus practically equal to the replacement
value of the Company’s assets.
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66. Dreviousty we allowed depreciation on the value of lhe

o fixed ussets at the rate of G per cent.

Depreciation. We have received mno cvidence in  the

course of this enquiry which would justify a departure from that

figure. The annual amount of the depreciation to be earned on

capital value of Rs. 121 crores al this rate would be Rs. 78 lakhs per
anpum.

67. In our earlier report we allowed Rs. 3% crores for working
capital. This represented provision for
raw malerials, outstandings, and stocks of
tinished goods equivalent to about six months’
production. The Steel Company in its representation of 7th May,
1926, suggested that this figure should be maintained. We
are unable to ugree to the suggestion. We find that the works
cost of six months’ production will amount to about Rs. 22
crorcs and we consider this sum to be a sufficient allowance
for the average working capital during the seven year period.
The reduction of working capital from Rs. 375 croves to Rs. 2°2 croves
wmay appear heavy in view of the Increase in output of steel but it
must be remembered that there has been a heavy reduciion in the
estimated works costs. Iurther, the improvement in the financial
position of the Company will afford a greater possibility of working
capital being provided from reserves of various kinds and from
undistributed profits.  In 1923-24 we allowed a rate of 7§ per cent.
on the sum requived for working capital, but we consider a rate
of interest higher ihan 7 per cent. would not now be necessary.
The annual interest charge at 7 per cent. on Rs. 22 crores is Rs. 154
lakhs.

68. As regurds Agents’ Commission and Head Office and other

Agents'  Comumission ; expenses, we think that Rs. 10 lakhs a
lcad Office. year for both would be suflicient.

69. In owr first report we allowed an average profit of 8 per cent.
on the value of the fixed assets and although
the return on gilt-edged securities has fallen,
we have no reason to think that an all round rate of 8 per cent. is
excessive for an Indian comuercial undertaking in present circum-
stances. The total profit which would be earned at this rate on
Rs. 12} crores is Rs. 100 lakhs.

70. Tt is now necessary lo consider what portion of the overhead

Profits and overhesd ¢harges and of the manufacturer’s profit
charges on surplus pig must be debited to the pig iron produced in
iron. excess of lhe quantity required for the manu-
facture of steel. We do not think it likely that the average quan-
tity of surplus pig iron will exceed 60,000 tons per annum, or that
the average selling price will be more than Rs. [5 per ton above
the works costs. The surplus will therefore be Rs. 9 lakhs.  Of this
amount approximately Rs. 3'3 lakhs represent overhead charges,* and

Interest on  working
capital.

Manufacturer’s profit.

* To distribute the overhead charges between steel and surplus pig iron,
the average output for each has been multiplied by the average works cost
per ton and the charges divided in the same ratio as the one result bears io
she other.
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Rs. 57 lakhs profit. The overhéad charges will be reduced by the
former amount and the profit by the Intter.

Final  estimate  of 71. The total amount to be earned above
charges ahove works costs.  thie works costs is as follows:—

Rs. lakhs.
1. Overhead—

Depreciation . ) . : 78-0

Interest on working mplial . . 154
Agents’ Commission, Head Office ex-

penses, ete. . . N . . 10-0

103-4

Less chargeable to surplus pig iron . 33

10011

II. Manufactaver’s profit from the manu-

facture of steel . : { . . 1000
Less profit on surplus pig iron . . 57
943

Total of 1 and IT . a . . . 1944

72. It vemains to consider whether we should distribute the
amount of Rs. 194-4 lakhs required to cover
overhead charges and profit over the maxi-
mum produc tion of which the plant is capable
or over some smaller figure, We estimate that the plant will not
reach the full capacity of 600,000 tons until the end of
1933-34. In the interval tlie production will increase only by
stages. If, therefore, we calculated the proper allowance per ton
on the mazimum output, the assistance provided in the earlier years
of the period for which protection is recommended would not be
sufficient. If, on the other hand, we were to distribute the charges
over the plesen’r actual produc hrm the incidence per ton would “be
in excess of what would be necessary in the later years. On the
whole, therefore, we think that it would be reasonable to distribute
them upon the average of the whole period. According to the
Company’s original estlmdte the average production of finished
stee] during the seven years would be 486 000 tons per vear, In
our opinion this is an under-estimate and we consider” that the
average production of finished steel during the seven year period

should reach 500,000 tons.

Distribution of charges
over production.

D
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73. We can now caleulate the average ineidence of the overhead
Tucidence per ton of charges and the manufacturer’y profit per
ovorhead charges and ton of finished steel. The results are set oul
profit. in the following table, which also shows for
comparison the corresponding recowmmendations made in our first
reporl., We have allowed for an allocalion of Rs. 8'3 lakhs overheud
charges to surplus pig iron.

Taprie X1I.

. Tucidence per ton of finished steel.

\
9.9 Present
1923-24. i proposal.

|
|
i
l Rs. : Ry,
Overhead. '
i
Depreciation . . i ~ 2 3 \ 2172 ! 15010
Interest on working capital & . ; : || 609 | 2:08
Agents’ Comuiigsion, Head Office cxpenses, ote. - * 2:89 ! 1-93
{ [
Total overhcad . | o0 2001
|
Manulacturer’s profit . . v . < 2€-37 _ 18-86
Gurann ToTan . : 5707 ! B8RT

Thus there is u reduction of about Rs. 18 per ton from the figure of
1923-24 which Is equivalent to more than 30 per cent.*

74. The fair average selling price f.o.r. works of the various pro-
ducts has next to be determined by adding to
the works costs the overhead charges and pro-
fit. We have seen that the average of this
amount must be Rs. 38-9 per ton of finished steel. We do not pro-
pose to make a uniform addition of Rs. 38:9 to the works cost of
each separate product, for i1t would not he justifiable to burden a
semi-finished product, such as tinbar, with the same overhead charges
and profit per ton as an expensive product, such as galvanized sheet.
The manufacture of tinbar requires less plant than any other pro-
duct and it is sold to a single custower in large and regular quan-
tities under a long terw arrangement. The actual overhead charges
are therefore less than the average, and it would be in accordance

Fair selling price of
different products.

* This reduction would have heen greater had the overhead charges and
mannfacturer’s profit heen calculated en the estimate of final output of steel
a8 was done in our first report.



FUTURE FALR SELLING PlECE OF JAMSHLDPUR STELL. 34

with ordinary business practice to allow on such material less than
the average surplus over works cost. We are thus unable to adopt
the simple method of a uniform addition. On the other hand, any
such method as the allotment of overhead charges and profit in pro-
portion to the works cost of the product would lay unjustifiably high
charges on the more expensive products. The ideal method would
be to calculate, in respect of each product, the overhead charges and
profit separately by ascertaining the correct amount required for each
in relation to the value of the pliant used in its manufacture, and the
value of the stocks and stores, etc., required to be held. For this,
however, the necessary information is not available in a sufficiently
detailed and accurate form. We have, therefore, not applied a
uniform addition for overhead charges and profit, but have modified
it in the case of certain products to represent what we believe to be
a fair allotment afler consideration of the works cost and value of
the plant utilized. Table No. XIII shows the average output of
the different products for the period on which our estimates are
based and also the average works costs for the seven year period and
the resulting fair selling price. “The distribution of the output
is clearly liable to some fluctuation, but we see no reason to
expect that it will vary in such a way as appreciably to affect the
result—

Tasre XITT.

Product, Agisg N e R el
cost. I profit. works.

T'ons. Per ton, i Per ton. , Per ton.
Rs. 1 1s. ll Rs.
Ralls .  « « . «| 195000 | 39 | 1w
Vishplates . 7,000 103 ' 5 s
Stroctural sections . - .| 70,000 st 120
Bers . . . 90,000 s -4 SRt
Pltes » . .1 10000 92 1 2 1
Tinbar . . . . - 530,000 63 ‘ 21 87
Black sheets - - . 13000 wy a2 185
Galvanized sheets . . 0,000 232 | 5} ! 253
Sloepers « -+ . | 15000 1w : 110

75. There are, however, {wo circumstances which necessitate some
adjustment of the above fair selling prices.

Adjustment for 10.55105 The first is the problem of the disposal of the
on second class materia’s: o\ 1d class material and cuttings produced

D2
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in the manufacture of finished steel. This material has to be sold at
a lower price than the first class material and the average price of
the steel is thus reduced. No adjustment is necessary for rails, fish-
plaies and sleepers as the weight of second class material of these
kinds is not included in the production of finished steel and the
prices received are included in the eredits in Table IX in Chapter
III.  The output of second elass structural sections, bars, plates and
sheets, however, is included in the production figures and adjust-
ments are therefore necessary. The allowances we have made for
sections, bars and plates are very similar to the actual reductions of
the prices realised by the Company in 1925-26G, but the allowances
for sheets are substantially less than the aclual reductions
in 1925-26, when sheet manufacture was almost entirely new to the
Company and the results were necessarily poorer than may reason-
ably be expected for the future. The adjustments for structural
sections and bars are reduced by the fact that for part of the sales
of standard quality material of these kinds the Steel Company
received *‘exiras’’ on the basiy prices.®

T6. The second adjustment is rvequired on account of the freight
fronr Jamshedpur to destination. Where
the freight is higher than the freight on the
conpeting imported steel from the nearest
port, the Steel Company is at a disadvantage for which allowance
must be made. This applies to rails, fishplates and sleepers. We
estimate that an average allowance of Rs. 8 per ton should be made
for rails and fishplates bui ihat Rs. 5 per ton will be sufficient for
sleepers, as the production is smaller and can be disposed of in the
nearer markets. As regards the other materials, viz., structural
sections, bars, plates and sheets, the position is more complicated.
Part of this material has to be sold in the ports and the remainder
in the interior of the country. * For sales in the port towns the Steel
Company is clearly at a disadvantage compared with jwporters to
the exteni of the freights it has to pay from Jamshedpur to the
ports. In other markets, however, the position is different. The
Railway Administrations allow substantial reductions of freights on
complete wagon loads (and the amounts of these reductions vary
with the distances). When the Steel Company’s material is sold in
competition with dealers the scale of whose business does not permit
of material being despatched in complete wagon loads, it bears Jess
freight than the imported sieel delivered in the same market. This
difference has sometimes heen described as a freight advantage which
the Steel Company is said to enjoy over the dealers. 1In fact, how-
ever, except on the Bengal Nagpur Railway, the Steel Company gets
no lower zreighfs than others would if they followed the same Sys-
tem. The advantage lies in the ability of the Company to avail
itself of the Railway Tariff for complete wagon loads. A further
advantage is realised on sales in markets which are closer to

Adf'ustment for internal
freights.

* In our calculations we have used ‘“ hasis ”” prices, which arc applicable
to the greater purt of the production, but for certain sections and for com-
pliance with special requitements additional prices usually called ¢ extrag ™!
are obtained.
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Jamshedpur than to any port. In the circumstances adjustments
have to be made for each product according to the balance of ad-
vantage o# disadvantage in the cost of transport of the whole ontput.
As production increases, ‘‘ freight advantages’ will tend to
diminish, whilst the *‘ disadvantages '’ in the ports will increase.
We think that, taking the period as a whole, there will be a slight
freight advantage on seetions, bars, plates, and sheets. This ad-
vantage has been sel against the loss on second class material.

7. When these adjusiments have been made, the fair selling
prices of rails and fishplates must be raised
by Rs. &, and that of sleepers by Rs. 5. No
alteration is required in the prices of sec-
tions and bars, but the price of plates must be reduced by one rupee,
that of black sheets by two rupees and that of galvanized sheet by
five rupees. The average figures to which the price of the different
kinds of imported steel must be raised if the Steel Company is to
obtain it fair prices f.0.r. works thus become—

Nett result of adjust-
ments.

Tasrr X1V,

Rs.
Per ton,
Rails . g : ] . . 118
Fishplates . : ! A . . 156
Structural sections 1 ¥ . . 120
Bars ; . » 2 Y, . 129

Plates . . . = ’ . . 133
Tinbar . . : 2 . . . 87*
Black sheet . . . . . . 183
(talvanized sheet . . . . . 278
Sleepers . . . . . . 1156

The price of tinbar is not subject to the adjustments deseribed shove
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Prices of imported steel.

T8, Before we ean arrive al any decision regarding the necessity
. ) . for the continuance of protection or regard-
thgo;;:f &ig‘;iir‘:}m"g ing the measure of such protection, an
investigation into the probable level, during
the perind of protection, of the prices of foreign steel, against which
the Tndian industry has {o compete, is clearly necessary. The
determination of this question will be facilitated by an examination
of the course of prices of foreign steel in India during the last three
years. (falvanized sheets and heavy rails have always been imported
almost entirely from Great Britain, but as regards other articles,
even in the pre-war period they were imported both from the
Continent and from the United Kingdom and there was some
difference between Continental and British prices in this country;
in recent years the gap between the two sets of prices has been
considerably wider. As the Indian manufacturer has to face com-
petition hoth from the United Kingdom and the Continent, it will
he convenient if the prices of imported British and imported Conti-
nental steel nre separately considered. We have taken beams, bars
and plates as representative of the kind of rolled steel in which there
is competition from hoth sources.
British prices. 79. The table helow gives the relevant
figures for British steel : —

Tantr XV.

Prices of Eritish steel c. 1. f. Indian port (per ton).

Ag found by the #s found by As found by A%L‘:;;:.;d"?{htim

Troairy | b, | dwmedwy, | present ey

1423-21, 1924, 1025, 1028, 4

¢ e d) Ra ] £ s d) s ] £ s df Rs | £ 2 dj Rs

Beams . [ 10 0 0 170 910 0 127 8130 0 I3 770 as
TPars 11000 130 )10 5 0 137 N3 0 117 7150 102
Plates L1005 0 153 11010 O 140 912 6 {28 8 4 0 109

Tt will be seen that the sterling prices of British stcel were much
lower in the early part of 1926 than at any previous time during
the period of protection, and that the corresponding rupee c.i.f.

rices of such steel were about 30 per cent. helow those of 1923-24,
part of this fall heing due to the risze in the rupee exchange. The

( 2 )
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slerling prices are, in fact, very little above the pre-war level.
The world’s demand for steel has been diminished by stagnation in
trade, lack of capital which has vestricted new enterprise, and
depression in the shipbuilding industry. On the other hand,
the great expansion in steel producing eapacity, which occurred
in Kuropean countries during and immediately after the war, has
intensified competition, particularly in the export market. The
lower prices of raw materials and improvement in methods of. pro-
duction have possibly enabled British manufacturers to reduce
their costs. But we believe that the main cause of the fall in
British export prices, has been the severe competition of Continental
countries aided by the heavy depreciation in their currencies.

(‘ontinental prices. 80. The prices of Continental steel for the
period under review were:—

Tasre XVT.

Prices of Continental steol e, 1. f. Tndian port (per ton).
199324, October, 1924, | June-Tuly, 1925, | Jonnary -Apil
£ s d] R Lot b e £ o dl Rs. ) £ s d} Rs
Beams 8 0 0 120 610 0 87 G610 0 87 516 0 iy
Bars ] 8 50 124 610 0 87 615 0 90 6 3 0 N2
Plates g 9 20 136 714 0 103 810 O 113 6 9 0 86

Lixcept for a rise in the price of Continental steel in the middle of
1925- - due to the temporary increase in the freight from Antwerp
from 15s. to 22s. 6d. per ton in the month of April of that year—
the course of both British and Continental prices during the past
three years has been downwards. A comparison of the tables given
above discloses a very large margin between the prices at whick
British and Continental steel could be landed in India in 1923-24.
The gulf between the two sets of prices had widened by October,
1924, and the differences were then as follows: —

£ s d.
Boams . . . . . . 30 0
Bars . . . . . . 316 0
Plates . . . . 212 0

Sinee 1924, however, the price of British steel has fallen more
rapidly than that of Continental with the result that the gap
hetween the two sets of prices is now as sel forth below :-—

£ o d.
Beams . . ] . . . 111 0
Bars . . . . . . 110 0

Plates . . . . . . 115 0
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81. Tt has been seen that, during the last few years, prices have
seriously fallen, and we must now consider
whether this fall is likely to continue, or
whether a recovery may be expected. While
there are various factors which affect the probable course of British
and Continental prices differently, there are two features which
are common to both, viz., that European steel prices are now at
about the pre-war level while the cost: of living are considerably
higher, and that a large proportion of the steel exported is sold
without profit or even at a loss. If we were to base our opinion én
these two circumstances alone, we should be inclined to think that
European prices would show a tendency to rise. But some of the
causes which in the past have contributed to the rapid decline of
foreign prices are still at work, and their future effect is clearly a
matter which merits careful examination. In considering the
future level of prices, it will be convenient again to examine the
British and Continental prices separately.

82. Although 1t would appear that variations on the scale ex-
- . . perienced during the last three years are not
entarllc;iitg;:.ty of Contin- [ilely to rvecur, there are elements in the
situation which make the future course of
prices of Continental steel very uncertain. The French franc is
still liable to fluctuation, and, although the Belgian Government has
now taken action to stabilize its eurrency, the exact effect of this
measure on the price of steel cannot yet be ascertained. There are
also other circumstances to be considered. In most Continental
countries specially low railway freights are granted on steel carried
to the ports. TFurther, in Germany the steel syndicates quote much
lower prices for export than for the internal market, the producers
of the exported steel being compensated out of the receipts from
the sales effected in Germany. Export prices would clearly be
affected by any alteration in these conditions, but it is impossible
to estimate the extent of any future changes. Nor can we exclude
from consideration the probability of a general stabilization of the
Continental exchanges in the comparatively near future and the
consequent elimination of a serious element of depression in steel
prices.
88. An event in the Continental steel trade which has attracted
. much attention recently is the formation of
Continental Stec! Cartel, the Steel Cartel, under which the output of
steel in (termany, France, Belgium and
Luxemburg will be so.regulated as to avoid over-production, The
operations of the cartel are generally expected to lead to a rise in
the prices of steel. While we do not question that this will be the
tendency, we cannot overlook the fact that, in 1925 and the first
quarter of 1926, the production was at the rate of about twenty-five
million tons a year, while the combined capacity of the countries
concerned is between seven and eight million tons higher. Tt is not
impossible that the co-operation, which has now commenced, may
lead to a joint sales organization which may both directly and

Future course of foreign
prices.
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indireetly reduce costs and thus enable profits to be earned at lower
prices. This, in turn, would stimulate the demand for steel und
keep the ka.s more fully occupied. The amalgamation in the
spring of 1926 of several of the largest steel pmducmg firms in
Germany into one company, the TUunited Steel Works, 1s an out-
standing example of the effort 1o reduce costs by minimising general
expenses and by 11101f111g to each works the manufacture of the
kinds of steol which it com most economiecally produce. Some
fluctuation in prices is therefore net improbable hefore the final
effect of the Steel Cartel manifests itself, and it i< impossible to
forecast with any degree of certainty even the general direction
m which prices may move. We feel that in view of the many
uncertain elements in the situalion, any definite conclusion
l‘emardmo‘ the duration or extent of future changes in the prices
[ Continental steel wauld be of little value, and that a scheme
of protection based on an estimate of the future level of such prices
would be uncertain in its operation. Tt ¢ appears to us to be safer to
take the 1926 prlces as our starting point and fix the measure of
protevhnn which, in our opmlon the industry may require on the
supposition that these prices continue. The que\hon of the action
to be taken in the event of any considerable change in the price of
imported Continental steel is one which we shall consider later.

84. There are certain circnmstances which make for greater
stability of British {han of Continental
prices.  The cowmplications of variable ex-
changes ave absent, while bounties and special railway freights for
export steel are not granted in the United Kingdom. On the other
hand, we cannot exc Tude the possibility of the competition of Conti-
nental steel, which may result from depreciating currency or other
causes, reacting on the price of British steel. We are, however,
satisfied that such reaction, if it oceurs, will be of a a temporary nature
and of limited extent. Nor do we believe that in view of the present
level of prices any further substantial decrease in cost in the United
Kingdom will oceur. Tt is true that any reduction in the price of
coal as a result of the settlement of the coal dispute would affect
the cost of steel. But in view of the unsatisfactory financial results
of conl companies in England even with the assistance of the coal
subsidy, it appears unhke]v that anyv large decline in prices will
occur. Other possibilities which might lead to a reduction in steel
prices are the more complete modernization of the works or the
formation of a combination among the larger manufacturers. But
the effect of such improvements would be realized onlv slowly while a
combine might so reduce internal competition as to obviate any fall
in prices. Further the financial position of most British steel firms

s so difficult that they are compelled to adopt all possible measures to
rxvmd price reductions. While, therefore, we do not ienore the
possibility that there may be some fluctuations in British prices,
we see no reason to expect that thev will be other than relatively
small and temporary. The financial condition of the Steel industry
in India is now very different from what it was in 1924 and the

Future British prices.
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industry should be able, under our scheme of protection, to bear the
strain of any purely temporary decline in the price of British steel,
as any losses which may thereby be incurred would be set off on the
whole by the profits resulting from temporary rises in price during
the period of protection. Nor does it appear that, even if Continental
prices rose, British prices would rise to the same extent. The price
of British steel was already much higher at the beginning of 1926
than that of Continental steel, and higher even than the level of
Continental prices to which the operations of the cartel are expected
to lead. The capacity of the British steel works is greatly in excess
of the outputl of 1925 or of the first few months of 1926, and it is
hardly probable that the demand for steel in the export markets will
so increase ag 1o enuble the British manufacturers to obtain much
higher prices than those of 1926 even if there is some increase in
the price of Continental steel. 'We see, therefore, no reason to anti-
cipate any substantial permanent rise in British prices.

85. We are now in a position to determine the prices of imported
; steel which should be taken for the purpose
m{?szc’f(ﬁ“f:fcsm?:;d 8% of calculating the protection required by the
Indian industry.. Since steel prices after
April 1926 have been influenced by the effects of the coal dispute in
Great Britain we propose to base our estimate on the prices of the
first four months of 1926.  We regard the prices of British steel for
this period, subject to slight madificalion, as fairly representative
of the British prices which may be expected to prevail during the
period of proteetion, while, asg has already been shown, we regard
the future level of Continental prices as cntirely uncertain. The
figures at which we have arrived are based on the statements of
e.i.f. prices supplied to us by the Tata Iron and Steel Company,
by various importing firms and by Railway Administrations. The
sterling ¢.i.f. prices have been converted into rupees at the rate
of ls. Gd.
86. The prices of imported steel Tanded in India include the e.i.f.
prices, landing charges, port dues, etc. We
Landing and  other },.vs found it necessary in view of changed
charges. circumstances to make some alteration in our
estimate of landing and other charges. Tn our report, dated the 8th
November, 1924, page 35, we allowed Rs. § for British and Rs, 10
per ton for Continental steel on this account. - Our reasons were
that the Tata Tron and Steel Company’s steel was mainly sold in
Calcutta, where the engineering firms, which used British standard
uality, were able to transport imported steel by water direct from
the ship to their yards, thus saving about half the normal cost of
handling and cartage. As the engincering firms were the importers,
they would not, when comparing the cost of imported with Indian
steel, take into account the allowance for profit or commission.
The output of steel in Tndia will be much larger during the next
seven vears and it will no longer be correct to base our estimate of
landing and ineidental charges on the conditions prevailing only in
(aleutta, for an inereasing proportion of the Steel Company’s sales
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will have to be made through dealers on commission and not direct
to the engincering firms, We propose, therefore, to eliminate from
our estimates of these charges the allowanee for merchant’s profit and
commission, and to take Rs. 6 per ton as representing the landing
charges on all sections, plates, sheets, and British bars. For Con-
tinental hars, we have taken Rs. 8 per ton. It has been established
in the evidence submitted to us that the deliveries of Continental
hars ure on the average about 2 per cent. below the weight paid for
by the importer and this deficiency in weight has the effect of
raising the real price by about Rs. 2 per ton above the nmominal
prices. The evidence indicates that {he usual landing charges for
rails, fishplates and sleepers are approximately Rs. 3 per ton.

87. The following table gives onr conclusions vegarding the
landed prices (without duty) of foreign
steel, which should be taken for the purpose
of estimating the protection vequired hy the
Indian Steel industry.

Prices of imported steel
withimt duty.

Tapry XVTI.

Vroduct. British. Continental.
Rs. per ton, { Rs. per ton.
Rails . . . . . ; ; / ; . 105
Fishplates . . . . s ; : 1 . 150
Structural sections . . : . 5 ; . 104 86
Bars . . . . . 3 3 3 . . 103 90
Plates . . . . . . . . . . 115 92
Black sheets . . . . . . . . 153 122
Galvanized sheets . . . . . . . . 240
Sleepers . . . . . . . . . 105

The British price of steel sleepers has not been given as we have
received no evidence of recent prices. We have already explained
that galvanized sheet is imported almost exclusively from the United
Kingdom, and is not therefore affected by Continental competition,
An examination of the prices of the last three years indicates that,
apart from a reduction consequent on exchange appreciation, the
price of galvanized sheet has remained fairly steady and we have
no reason to suppose that there will he any large variation in the
future though temporary market fluctuations may occur. The ¢.i.f.
price of imported heavy rails is already approximately at the pre-
war level and cannot be expected to fall further. Moreover, the
future price of rails is affected by the reconstitution of the
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European BRail Makers’ Association in the middle of 1926,
This Association now controls all exports of rails and fish-
plates from the leading Kuropean countries and reserves to each
country iis own internal markets, which in the case of the United
Kingdom inelude also the markets of the Dominions, India, and the
Colonies. Continental rails will therefore no longer be exported to
India and it appears 1o us improbable that the price of rails will be
further reduced. On the contrary, some increase in price may be
expected and we have thought it advisable, in fixing our estimate of
the probable price of imported rails during the period of protection,
to allow for an increase of ten shillings per ton.

88. The question of the futnre level of prices of foreign steel
Gleneral conclusions as to  iMtported into Tudin 1s one of such great im-
future level of foreign portance and has so direct a bearing on our
prices. recommendations regarding the protective
duties, that we think it desirable to summarize our conclusions in
the matter. We find that the influences, which may affect the future
course of Continental prices, are so numerous and their effect so
nneertain that it would be unsafe to frame a scale of duties on the
assumption that any level of prices, which we might now adopt,
would continue without substaniial change throughout the period of
protection. We have, therefore, taken for the purpose of our esti-
wate the Continental prices of the enrly months of 1926. The ques-
tion of the aclion to be taken in $he cvent of any considerable
changes in these prices 1s diseussed elsewhere in our report. On
the other hand, we think it may be anticipated with some degree of
certainty that the level of British prices wbich we have assumed
will, with slight modifications, continue during the protective period
and that, though there may be temporary fluctuations, any permas.
nent change such as would render the protective duties which we
recommend inadequate or excessive, is not likely to oceur,
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Method and amount of protection.

89. We have now ascertained the fair selling price of steel in
India and have determined the prices of im-
ported steel which we propose to take for the
purpose of our scheme. According to the
system, which we adopted in our first cnq]uiz’y, and which we intend
to follow in this report, the difference hetween these two sets of
prices is the measure of the protective duties which we should re-
commend. The following table gives the relevant figures:—

Continuance of protec-
tion necessary.

Tasri XVIII.

O.LF. PRICTS LANDED
WITHOUT DUTY PFR TON.
Fair selling
price per
ton. British. | Continental,
] 2 3 4
Ra, Ra. Rs.
Raily . . . . . ) 118 105 "
Fishplates . . . . J 1 166 150
Structural sections . , i C o 120 104 86
Bars . . . . . L 3 129 108 90
Plates . . . . . . . 133 105 92
Black shests . . . . . 183 153 122
Galvanized sheets . . . . 278 240 .
Sleepers . . . . . . . 115 103

Ax we have explained in the earlier Chapters of this report, a
considerable reduetion in the cost of manufacturing steel in India
has already occurred and during the next seven years further econo-
mies on a substantial scale are expected. Tn '1928-24, the works
costs were abont Rs. 126'h per ton of finished steel. By 1925-26,
the actual works costs had fallen to Rs. 111-7 per ton, the figures for
August, 1926, show a further reduction to Rs, 98-4 while our esti-
mate for 1933-34 is Rs. 78:8 per ton. The fixed assets of the Steel
Company have also been written dewn 1o their replacement value and
the incidence per ton of overhead charges and manufacturer’s profi%

(49 )
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has fallen from Rs. 57 per ton to Rs. 89 per ton. But although, in
consequence of these reductions, there will be a large fall 1 the
tair selling price of the steel products manufactured in India,
amounting on the average to Rs. 53 per ton, it will be observed from
the figures set forth in Table X VIIT that the prices which we consider
reasonable for Indian steel slill stand considerably above the level of
the prices at which foreign steel can be imported. It is obvious
therefore that, while the protection needed by the Indian industry
maydnow be on a smaller seale, it cannot yet be completely disconti-
nued.
90. We shall deal first with rails, fishplates and galvanized shceets.
Duties on rails, fish- 10 these articles foreign competition is con-
plates and  galvanized fined almost entirely to the United Kingdom
sheets. and the problemn of providing adequate pro-
tection for them is mot complicated, as in the cuse of the other
articles, by the fact that competition arises both from {be United
Kingdom and from the Continent. A duty representing the differ-
cnce between the Jndian fair selling price and the imported price of
British muaterial (T'able X VIII), will afford in each case the required
measure of protection. We aceordingly recommend a duty of
Rs. 13 per ton on heavy rails, and of Rs. 38 per ton on galvanized
sheets, or of Rs. 30 1f the duty on spelter is abolished as was recom-
mended in our report on galvanized hardware.* On our estimate
the duly which should be imposed on imported fishplates would be
only Rs. 6 per ton which is less than a 10 per cent. ad valorem
revenue duty. The prices of fishplates and rails are, however,
closely inter-related and we do not thercfore recommend that
fishplates should be removed from the protected part of the schedule.
‘We propose that the duty on fishplates should be ad valorem at the
rate ymposed on non-protected steel, subject to a minimum duty of
Rs. 6 per ton.
91. Steel sleepers are not only liable to competition from abroad,
but are a{so subject to severe internal com-
Duty ou steel sleepers.  petition. Any protective duty which result-
ed in an appreciable rise in the price of steel
sleepers, might lead to the substitution of wooden or east iron
sleepers on a considerable scale, and thus retard the development of
the industry. The diffierence between the fair selling price of
Indian steel sleepers and the c.i.f. landed price (without duty) of
foreign sleepers is only Rs. 10 and it appears that the present
revenue duty would be sufficient even to meet Continental competi-
tion. Sleepers are at present in the non-protected part of the
schedule but we think it desirable to remove them to the protected
part in order to enable Government to raise the duties, should any
developments in Europe make such a course advisable. We accord-
ingly recommend the imposition of a protective duty of Rs. 10 per
ton on steel sleepers.

* Tt the gross consumption of spelter per ton of galvanized sheet is 280 1bs.
the duty on the spelter consimed would be egnivalent to Rs. 94 per ton of
sheet. The fall in the price received for the zine dross would probably reduce
the nett effect of the removal of the spelter duty to Rs. 8 per ton of sheet.
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92. Tinbar has not been referved to in "able XVIII because 1t is
. at present subject only to the 10 per cent.
tec{g&"“ mwt to be pro-  revonue duty, and we do not propose any
' alteration. The Steel Cowmpany’s tinbar is
sold to the Tinplate Company of Todia at a price which for the
period of our scheme, is independent of the rate of duty. The neces-
sity for a protective duty would therefore not arise, unless a new
firm commenced the manufacture of tinplate in India, and the Steel
Company was able to establish that imported tinbar entered the
country at a price with which it could not compete under the revenue
duty. We do not think it advisable to base a protective duty on a
hypothetical situation, and we therefore propose that tinbar should
remain subject to the revenue duty only.

93. The treatment of the remaining produets, wiz., sections, bars,
- bars. ] glates and black sheets, is complicaled by the
an%"‘i)tlfc’;‘s’sh oars, Plates fact to which we have referred in the previous
' Chapter, that they are imported into India
both from the United Kingdom and from the Continent and that
there is a wide margin in the respeclive import prices. The Tata
Iron and Steel Company produces steel of IBritish Standard Specifica-
tion, but the market for this clags of steel 1s not sufficiently wide to
absorb the whole of the Company’s production ; and, in consequence,
a proportion of Tndian steel must be sold on the basis of the lower
prices at which Continental steel enters Tndia. It is obvious, there-
fore, that a system of dulies hased on the imported price of British
steel affords the Indian indusiry inadequate protection. The pro-
blem before us 1s to devise a ycheme of protection which, while ade-
quate for the Indian Steel industry, will not impose on the consumer
of either class of steel an undue burden, and which will not be in-
consistent with the well-being of the general community,

Six possible methods of 94 The following appear to us the only

securing the necessary 1. . 1 el
protection. methods which merit discussion :

(1) The imposition of different duties according to the quality
of the steel imported.

(2) The imposition of uniform duties equivalent to the difference
between the fair selling price and the higher of the
foreign prices, and the payment of a bounty which will
give the assislance necessary to enable the Indian manu-
facturer to compete with the lower of the foreign prices.

(3) The imposition of uniform duties on all steel at rates based
on the Continental prices, these rates heing obviously
adequate to protect the Tndian industry against competi-
tion from any source.

(4) The imposition of higher duties on steel imported from
specified countries whence steel can be exported at very
low rates, on account of depreciated exchanges, the pay-
ment of bounties, or other similar causes.

(h) The imposition of uniform duties on steel 1mported from
any source based on the difference hetween the fair
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selling prices and the weighted average prices of foreign
steel.

(6) The imposition of duties on British steel sufficient to protect
the Indian manufacturer against competition from the
United Kingdom, and the simultaneous imposition of a
different set of duties on steel imported from other
countries.

95. The first of these methods has already been discussed in our
report of November, 1924, and we feel that
the objections there set forth still hold good.
A sysieni of differentiation of duty according
to the quality of steel, would involve the appointment of a metal-
lurgical expert and the provision of suitable testing machinery at
each Customs office, and would further inflict great inconvenience on
the commercial community, since delay in obtaining delivery from
the Customs depariment would be nnavoidable. A system of boun-
lies is open to objection ou financial grounds. We should hesitate
to commit Government to the payment of bounties over so long a
period as seven years. The production of the Indian Steel industry
is constantly increasing, and even if no additional steel works were
established in India, we could not feel reasonably certain thati the
vevenue derived from the protective duties would be sullicient to cover
the bounties required. We think it necessary to explain that the
revenue derived from the duties levied on protected steel cannot
be regarded as wholly obtained by the introduction of the protective
system and therefore available for the payment of bounties. The
revenue duty, which would in any case be imposed, has first to be
deducted, while allowance hag also to be made for the additional
revenue which would be received, if the import of foreign steel were
not restricted by the increage in duty consequent on the adoption
of a policy of protection. We regard the financial objection to a
policy of bounties for so long a period as devisive. But in any case,
we consider that a system of bounties, while it may to some extent
protect the Indian industry against losses due to foreign competition,
15 not nearly so effective in preventing unfair competition, especially
where it is aided by the uncertain factor of a depreciating exchange.
The calculation of the protective duty on the lowest price of imported
foreign steel is open to the ohjection that it would result in the
grant to the Indian industry of greater protection than is necessary.
The price obtuined for British Standard Specification steel would
be excessive and the users of this class of steel would be
unduly penalized. We have, therefore, rejected this method of pro-
tecting the industry. The fourth method contemplates the imposi-
tion of what are commonly referred to as anti-dumping duties
against those countries whence steel is exported at a very low price.
Such duties are imposed elsewhere when the price of imported foreign
steel has been lowered by depreciation of exchange, the grant of
bounties, favourable freights on export, or any other vauses which
lead to unfair competition. On similar grounds ‘anti-dumping’
duties might justifiably be imposed against Belgian, French, or
German steel, imported into India. French steegf is imported in

Methods (1) Lo (4) dis-

cassed,
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such quantities that any scheme which did not apply to France would
fail in its purpose. The question was discussed at length in our
report of November, 1924, and the conclusion was reached that the
Irench Commmercial Cenveniion of 1903 was a bar to the adoption
of a scheme of thizs nature. Irurther, a duty imposed on French
steel on the ground of depreciated exchange, could be avoided by
export through other countries where the currency is now on a gold
standard. This method theretore affords no practicable solution of
the problem before us.

96. There remain iwo methods by which our object can be attain-
Two methods practi. 04, namely by a system of differential duties,
eable : uniform or differ- a higher duty being imposed on Continental
ential duties. and a lower duty on British steel, or by the
adoption of a uniform duty, fixed at some iniernediate figure on a
consideration of the probuble sales of Indian steel against British and
Continental competition respectively during {he period of protection.
We regard both these methods as practicable and it is therefore
necessary to examine in somewhat greater detail the probable results
of their application. 1In determining in which direction the balance
of advantage lies, we should be guided by the three considerations
already referred to, namely the necessity of securing adequate pro-
tection to the Indian Steel industry, the cquitable distribution of
the burden over the diffevent classes of steel consumers, and the
economic welfare of the country generally.

97. Tf a system of differential dulies is to be applied without any
Differential duty system modification, the duties applicable to each
described. class of steel may ho stated as follows:—~

Tanrr XTX.

British Continental
steel. steel.
Rs. per ton. | Rs. per ton.

Structural sections . . . . . . . 16 34
Bars . . . . . . . . . . 21 39
Platey . . . . . . . . . . 18 41
Black she:t . . . . . . . . . 30 61

Under these two scales of duties, the selling prices of British and
Continental steel 1n Tudia would be the sume.  But there 1s a differ-
ence in the quality of the two classes of steel, and we regurd it as of
lmportance that there should be a difference in price in India corre-
sponding to this diffevence in quality. We have received evidence
that steel made to British Stundard Specifications on the Continent
can be purchased at 10 shillings, or ubout Rs. 7, more than the price
of non-standard Continental material, We consider that, if this
gap in prices is to be maintained, some addition must be made ta
.
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the duty on British steel, and some decrease in the duty on Conti-
nenial steel. Drotection which is adequate bul not excossive, will
not be sceured to the Indian industry, unless this adjustment of
duties is made in the proportion which it is estimated that the sales
of Tndian Standard steel will bear io the sales of Tndian non-standard
material during the whole period of protection. Nor will {his
arrangement be unfair to either class of consumer. On the one
hand, the duty on Continental steel will not be reduced by the whole
of the amount which represents the difference in the quality of steel.
and to this extent the consumer of non-standard Indiun or Conti-
nental steel is called on to pay a sometwhat higher price than on
abstract grounds might be considered necessary; on the oiher hand,
the price paid by the consumer of Standard British or Indian steel
will also be somewhat higher. DBoth classes of consumers are re-
quired to make some sacrifice in the interest of the Indian Steel
industry, and the burden is distributed roughly in inverse ratio
to the demuand for each c¢lass of steel. The arrangement on the
whole appears equitable.

98. Adter- making these adjustments the
duties-on each cluss of steel will stand as
follows : —

Scale of differential
duties required.

Tamre X X.

Britigh Continental
steel. stenl
Rs. per ton. | Rs. per ton.

Structural seolions , % 5 . 1 . 149 3

Bars . . . . R 1 . B . . 26 37
Plates . . . . . . . . . 20 36
Blacik she:t . . . . . . . . . 35 34

In the following table the fair selling prices of steel in India are
compared with the duly puid prices of imported British and Conti-
nental steel : —

Tanrw XXIT.

Average § i British Contincntal
selling prico. steel. steel,
Rg. per ton. | Re. per ton. | Re. per ton.

Structural scetiony . . . . 120 123 116
Bars . . . . . . . 129 134 127
Ylates . . . . 133 135 128

Black she:t . . . . . . 183 188 181
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99. 1t is now necessary to describe the remaining systesn by
Description  of  the Which the necessary amount of pwlectlon
weighted average system cun be secured {o the [ndian industry. Our
of duties. general method renwains the same, tlie differ-
ence belween the fair sellmo price of Indian steel wnd {he imported
price of foreign steel bomg still the measure of the pwtectlon re-
quired. But in this case, a single scale of duties is proposed, by
selecting us the imported price ui foreipn steel u figure intermediafe
between the lmpmt prices of British and (oniment.ﬂ steel.  The
pllnuple followed 1n determining ihe nnpor‘r price is as follows.
The proportion which the Steel (‘mnp iny's sules of Standard material
may be expected 1o bear to its sales of non-standard steel during
the period of pmfe(hon Is first ascertained, and the average import
})I‘ICP of foreign steel is determined with reference to Thls PrOpor.
tion. T()]lo\w_ng this system of calculation we arrive at the duties
shown below:- —

TapLe X.XIT.

1
Fair selline “Weighted average
e | dwport price tDuty rvequired.
I i A5 L without dity, Rs. per ton.
R Rs. per ton.
1l
Straetural sections . . . ! 126 95 25
Bars . . . , . ' Ta ) 9i . 34
I I
Plites . . . . . ; 133 . 107 ' 9%
i 1
Black sheet : 183 128 55

The duty paid prices of imported British and Continentul steel will
then be as follows

TavLe XXITT.

British sleel. Contineuntal

Re. per ton. steel.
S er ten Rs. per ton.

Stroctural sections . . . . R . 129 1
Bars . . . . . . . . 143 125
Plates . . o . . . . 141 118
Black shect . . . . . 208 177

ER
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100. We are now in a position to consider the relative merits of
the two schemes. The weighted ayerage sys-
tem of duties has the advantage of simplicity
i :ulministration. With o single seale of
duties for steel from all sources, inquiries as to the country of ex-
port or of manufacture become unnecessary, and delay in the
Customs department is reduced to a minimum. On the other hand,
it must be recognized that an estimate of the Steel Company’s pro-
hable sales of Standard and non-standard material during a period of
soven years, 18 not o verv secure foundation on which to build a sys-
tem of duties. In our original scheme of protection, uniform duties
were recommended on the weighted average system, and within a
few months of the imposition of those dulles, it appeared, that in
consequence of the heavy fall in Continenial sieel prices the propor-
tion of the Steel Company’s sales against Continental material was
much greater than the proportion assumed by us in caleulating the
duties, and to this extent the duties recommended were inadequate.
While we do notl anticipate price movements of the same magnitude
as those which have occurred inthe past three years, it is impossible
to foresce all the fuctors which conirol the sale of stecl, and it may
well be that changes in ' the demand for steel or greater internal
competition such as might result from the construction of a new steel
works in India, may disturb the proportion of the saule of Tndian
Standard and non-rtandard material,  In such an event, uniform
duties based on the weighted average principle will fail to maintain
that degree of protection at which we aim.

101. Tt is obvious that a syelem of uniform duties will impose a
heavier burden on the consumer of Standard
British- or Tndian steel than would be im-
posed umder o system of differential duties,
and although, with the greater’approximation of British to Conti-
nental prices, this burden has somewhat declined, it will appear that
the amount 1s still appreciable. A reference to Tables X X1 and
X XIII will show that the price of British steel after payment of
uniform duties would be higher than under a system of differential
dntics, by Rs. 6 per on for structural seetions, Rs, 9 per ton for bars,
Rs. 6 per ton for plates. and Rs. 20 per ton for black sheets. We
attach considerable imiportance to this aspect of the case, because
the general user of steel Las no ovganization by which, when Conti-
nental steel is certified to he of Rritish Standard, the value of the
certificate can be cheeked. If, thercfore, he wishes to use Brilish
Siandard steel, he must use steel of either Tndian or British manu-
facture.  Crdinary Continenial steel imported into India is less re-
Hable in qualily, aceuracy of rolling, and strength, than Dritish
Standard steel, and ig for this reason unsuitable for use in the con-
struction of large huildings, bridges, and other works, in which any
defect may seriously endanger public safely. Any measure, there-
fore, caleulaled Lo discourage the use of British Standard steel, save
in so far as this is essential for the protection of the Indian industry,
is clearly undesivable, A system of uniform duties would involve an
increase in the cost of rolling stock, railway bridges, and other
constructional work. Tirigation and water supply schemes would

Weighted average scheme
eéxamined.

Burden on the consumer
of Standard steel.
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be more costly, and industrial development would be affected, since
factory constrieiion would be more expensive. Munieipal corpora-
tions, in particular, undertake many works in which the use of
Standard steel is essential,  As examples we may refer to the recent
construction of a large steel water main by the Bombay Corporation,
and the project for the replacement of the Howrah Bridge. Tn all
such works, a svstem of uniform dulies would necessitate additional
expenditure. Nor can we overlook the fact that the Steel industry
is a basic industry and any unnecessary increase in the price of
Standard steel will raise the cost of the raw material of other Indian
industries. This in turn necessitales an Inerease in the compensa-
{ory protection required by industries using Standard stecl and a
further hurden is theveby thrown on the conswmer. The fabricaled
steel industry affords an example in point. A higher duty on plates,
bars, and sections, necessitates a corresponding duty on imported
fabricated steel, and this will affect the price of bhoth Iudian and
imported fabricated steel.
102. Tn the manufacture of machinery the quality of the steel
Uniform duty tends to used is of the utmost importance, and it is
discourage manufacture of  desivable that the duty on Standard steel
machinery in India. should be kept as low as possible. The
supply of cheap machinery is an cssential condition of industrial
progress, and for this reason the grant of protection 1o manufac-
turers of machinery to compensate them for the higher price of
steel under a protective tavifi, is likely to present serious difficulties.
At the same time, it is obviously disadvantageous to penalize the
manufacture of machinery in India by the imposition of higher
protective duties than ave absolutely necessary, and to this extent
a gystem of uniform dutics would tend to retard industrial develop-
ment in this country. Further, if Continental steel is sold in India
at very low prices, the Indian industry may be forced in self defence
lo lower its standards and, the quality of Indian steel might, in
consequence, deteriorate.
103. It may, however, be urged that the additional burden on
the user of British steel, i3 at least counter-
Oflzl‘;‘;g:&ggﬁd" Soamer balanced by the lower price of Continental
steel, as indicated in Table XXIII. We are
not, however, satisfied that the consumer of Continental steel would
benefit so much as might appear at first sight. Apart from such
factors as a general slackening of the up-country demand for steel,
it is obvious that in the absence of free competition, there is nothing
to prevent the price of Continental steel from approaching that of
steel of Standard quality. It cannot ordinarily rise above the point
where it would be more advantageous for the consumer, in view of
the difference in quality between the two classes of steel, to purchase
steel of Standard quality at a correspondingly higher price. The
money value of this difference we have estimated at Rs. 7. and it
follows, therefore, that the Dritish price of Standard steel, less Rs, 7,
practically sets the limit to the possible increase in the market price
of Continental steel above the import price. The margin between
this limit and the import price, as shown in Table XX11I, is larger
under a uniform system of duties aud it seewms to us not improbable
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that the apparent advantage to the consumer of Continental steel
under this system way merely result in larger profits to the dealer,
We bave received evidence that in other port towns competition is
more limited and less severe thun in Caleutta—where it is accen-
tuated by the sale of the Steel Clompany’s products- and that the
general level of prices of Coniinental steel is higher. Under exist-
g circumstances, therefore, it appears that the conswmer does not
gain the advantage of the full diflerence between the duty paid price
of Standurd and Contivental material in every part of the country.

104. 'We now {urn to a consideration of the svstem of differential
. L ) duties. Some additional complexity in ad-
th?;‘;;'egﬂ;fneg"f“"""‘”““] winisiration in the Customs Depariment
must uecessavily result. But the evidence
given by the Collector of Customs, Caleutta, indieates that the ad-
minisirative difficulties ave not so great as were supposed at the time
when we subuitied our second report on the Steel industry. The
present prices of imported British steel, on which our proposals ave
based, already reflect to a very lurge extent the economies rendered
possible by the use of semi=finished Continenial material. No in-
vestigation, therefore, apnears to be veguired into such guestions as
whether sheets or hars, vollod in Fneland from Coniinental sheet bar
or billets, shonld be {reated as of Rritish origin.  Turther, the gap
between British and Continental prices has now narrowed consider-
ably. There is, thus, less indncement for exporiers to re-ship Con-
tinental steel from Britizh ports, therehy incwrring additional char-
zes on account of freight, ete. -« We are satisfied, therefore, that a
system of differential duiies is not impracticable from the admini-
strative poini of view, and we Delieve that no undue delay or ob-
struction to trade will result.

105. Tt may be urged that a system of differential dnties in the
i . Torm suggested involves the adoption of Tm-
P,S;’:;Q,‘,ZQ C::S]- di'r’;'ée.”al perial Preference in relation to steel. TIn the
sense that our proposals necessarily imply o
definite decision on the question of policy, such a statement of the
case Is incorvect. Tn omr chapter on the price of imported steel, we
have already explained {hat while we have some grounds for con-
fidence in the stability of future prices of imported British steel, the
future price of Continental steel is whollv uncertain. We contem-
plate that in the proposed ccheme of differential duties, the dnties
on British steel will be definitely fixed for the period of protection,
and those on Coontinental steel will be liable to varistion. At what
noint the prices of Continental steel will stabilize, and whether there
will then be any difference between {he duties imposed on Continental
and British steel, are matters which depend on the future play of
economic forces, and which cannot therefore he foreseen. But in
any event, we feel that we are not concerned with the political aspect
of the case. Qur enguiry is confined to economic issnes, and if o
svstem of differential dutics is desirable in the interests of Tndia on
economic grounds, for the adequate protection of Indian industries.
and for a fair adjustment of the burden involved, we do noi feel
debarred by politieal considerations from recommending it,
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106. We have now examined the relative advantages of the iwo
System of differential POsSible methods of determining the duties
duties adopted for sec- on those products in regard to which the
tions, bars, plates and Tndian industry has to meet competition both
black sheet. from the United Kingdom and from the Con-
tinent, and we have no doubt that a system of differential duties
affords, on the whole, the best solution of the problem before us.
It is now necessary to decide the exact form which the duties should
take. It is obviously possible to impose two separate scales of duties,
one applicable exclusively to the United Kingdom and the other to
the Continent. But such an arrangement would tend to obscure the
real position. We consider it important to promote a sense of con-
fidence in the stability of the Steel industry in India, and for this
purpose it is desirable that the industry should be ussured of at
least a minimum amount of protection, not subject to variation
during the period for which the scheme is adopfed. We therefore
propose that steel from all sources shonld be subject to the duties
shown in Table XX as applicable to British steel, but that in addi-
tion there should he imposed on steel coming from countries other
than the United Kingdom duties equivalent to the difference between
the 1wo scales of dufies ghown in Table XX. Since the fmport of
steel into Tndia from elsewhere than Great Britain or the Continent
is negligible, the additional duties will in practice be imposed almost
exclugively on Continental steel.
107. The duties which we recommend may

Duties recommended.
now be tabulated as follows:—

Tanre XXIV.

Basic duty Additional
A duty.
Ra. per ton. Rs. por ton.
Pails . . . . . . 18 v
Fistiplates . - . . . . .| Ad wvalorem duty we-
cording to vevenue
tariff, minimum
Rs. 6.
Galvanized shects . . . . . 38 (if duty on
spelter is retained).
30 (if duty on
spelter is removed),
Slecpers . . . . . . 10
Stenetural sections 19 11
Bars . . . . . . . R 26 11
Plates . 20 16
36 24

Black sheet .
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1f during the period of protection, rails, fishplates, galvanized sheets,
or sleepers should he imported from the Continent at prices lower
than those underlying the basic duties.—a contingency which we
vegard as most improbable—and the position of the Indian industry

is thereby jeopardized, additional duties should he imposed on such
products, when imported from elsewhere than the United Kingdom.

108. We have explained in a previous chapler that, in our
opinion, the fulure price of 1mported British
steel will be relatively stable, and that such
fluctuations as may occur in either direction
will tend 1o cancel out in the course of the seven vear period, and
are not likely to disturh (he general scheme of protection.  We con-
template, therefore, that the duties calculated on the import price
of British steel should be regarded as hasic duties, not subject to
alteration unless, on an enquiry held not earlier than the year 1933-
94, it is decided that the duties should either he removed or modified.
On the other hand, the future prices of Continental sections, bars,
plates, and black sheets, ave extremely uncertain, and it is impossible
to foresee at what level they will finally settle, when the exchange
variations have heen eliminated and ihe effect of the European steel
combinalions has manifested itself. We propose, therefore, that
the Government should be empowered to vary the additional duties
on bars, sections, plates, and black sheet, npon un examination of
import prices. We fully realize the trade objections to frequent
changes in duties, but in the present conditions we consider some
variation in the tariff unavoeidable, and the disturbance to trade
will be more limited under a differential than under a uniform sys-
tem of duties. Moreover, it is not proposed that the provision re-
garding these additional duties should operate when variations in
price are small or of a temporary churacter, such as result from
ordinary fluctuations of market conditions.

Vasic dut'es and addi-
tional duties.

109. Before concluding this chapter we think it necessary to draw
allention to a matter of some importance in
Tinportance of the Com- o,y pection with the duty which we have pro-
pany disposing of its full . . .
output of rails. posed on medium and heavy rails. (f the
average annual production of finished stoel
during the period of seven years for which we have proposed protec-
tive duties, we estimate that two-fifths will he produced by the
Steel Company in the form of rails and fishplates. Tt is obviously
a matter of grave importance to the industry that nothing should
occur which mighi render the protection on raily ineffective. The
duty on rails of Rs. 13 per fon, which we have proposed, is very
low, and the cost of production on which it is based presupposes
that the industry obtains orders sulficient 1h each year fo enable it
to work uwp to s maximum rail output. We estimate that the
average annual rail output of the Tata Iron und Steel Compuny will
not exceed 200,000 tons during the next seven years and if a duty
of Ms. 13 per ton only is imposed on rails, it is essential that the
Railway Administrations should arrange to purchase the whole of
their requirements of rails in India so far as they can be produced
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in the country. The f.o.r. fair selling price of rails at Jamshedpur
is so low, namely Rs. 110 a ton, that the Indian railways as a whole
would undertake no great sacrifice if any purchased the Company’s
output of rails on the average at this price. A reduction in the
orders of rails by some 40,000 or 50,000 tons would raise the cost of
production by several rupees, and if the Government are unable to
arrange with the Railway Administrations that orders are placed
for the whole of the Company’s production of rails, a substantial
increase in the duty should be made.

110. The duties which we recommend may now be compared with

Comparison of our pro- the existing duties and the resulting duty-

posals  with  existing pald prices of imported steel with those con-
scheme. templated in our Tirst Report.

Tasre XXV,
DuTiEs NOW RRCOMMENDED. EXISTING DUTIES.
Produets, : .

R perton. | T porion. | B perton
Rails . . . . .1 13 14 plus bounties.
Fishplates . . . . 6 (minimum; . 14 »
Structura! cectionws . . .1 19 11 30
Bars . . . . .1 26 11 40
Plates . . . . .| 20 16 30
Black sheets . . .| 38 24 30
Galvanized sheets . . .| 38 .. 45

Tt will be seen that the import duties on all forms of steel have been
reduced except on sections and plates of non-British origin and on
black sheets from all sources. But the reduction of duties is not
the full measure of the reduction of the burden on the country as
a whole which the protection of the Steel industry has involved.
The payment of bounties is completely dispensed with under our
proposals. The importance of this will be realized from the fact
that the total amount of the bounties paid on rails and fishplates
and on steel ingots between the 1st April, 1924 and 31st March,
1927, will probably be Rs. 209 lakhs.

111. Although the whole of the protection required will be given

under our scheme by import duties, and not
stegﬁgigceo: proposals on  paptly by duties and partly by bounties as at
present, the future level of steel prices in
India should be lower than at any time during the operation of pro-
tection—or indeed since the end of the Great War, The following
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table gives the duty-paid prices of imported steel landed in India.
For the purpose of comparison we must assume that the proposed
dnties will be fully veflected in the price of imported steel.

Tamre XXVI.

Dury-palp PRICES (RS. PER TGN).

Under existing duties :
Avcrages for British Under proposed duties.
and non-Britizh steels.
1923 24 T-timate. Rritish. Non- British.

Rails . . . . 154 118 .
Structoral cections , . . 175 123 118
Burs . . . . . 80 134 125
Plates . . . . . 180 135 18
B'ack vhests | . . . 230 188 181
(a'vanized sh.oets . . 315 278 ..

The prices of rails should thus be at least Rs. 35 pex ton lower than
the price three years ago, while the ¢arresponding fall in the prices
of the other products will aver age about Rs. 50 per ton.



CHAPTER VIIL

Detailed recommendations regarding protection of
rolled stesl.

112. We must now discuss in detail the application to individual
Principles underlying products of the seales of duties recommended
detailed  recommenda: in the last Chapter. Our proposals in this
fons. part of the report are concerned only with
rolled steel in the form in whieh it is manufactured by the Tata
Tron and Steel Company. We reserve for separate consideration
the claims of industries using volled steel and the effect of our
proposals on these industries. Tn considering the detailed applica-
tion of the duties now recommended we are guided by two principles
to which we have referred in our earlier reports. Tirst, that the
protective duties should not be applied fo steel which 1s not manu-
factured in India, nor {o those forms of sieel the manufacture of
which in Tndia does not at present justify protection. Secondly,
that the scheme of protection should include those forms of iron or
steel which (hough not manufactured in Tndia might be used in
substitution for protected classes of stecl unless the dnty was suffi-
ciently high to malke the subslitution unremunerative. In our
consideration of the application of the duties to individual preducts
we have had the advaniage of exsniniue the Collector of Customs,
taleutta. who bremobt 10 our naties <uch difficulties in adminis-
tration and classifiention as have been found to arise durving the
operation of the present protective duties. The detatled recom-
mendations put forward in the following paragraphs are shown in
the draft seetions of the Tarift Sehedule whicl arve printed as
‘Annexure B to this report.

113. The rails to whieh the hasie duty of Re. 13 per ton should
apply are railwav rails weighing 30 Ths, and
over per vard, as classified in the schedule®
under “Railwav track material.” Rails
under 30 Ths. per yard are rolled in bar mills and are very little
used by railways, being mainly used by private consumers. The
cost of production and the prices of light rails are similar to those
of bars and we, therefore, propose that the duties should be the same.
We accordingly vecommend that. as in the present protective scheme
rails under 30 1bs. shonld bear the same duties as hars, namelv, a
basic duty of Re. 26 and an additional duty of Rs. 11 per ton.  Fish-
plates for rails 30 Ths. and over, are, under the existing scheme,
subject to the same duty as the rails, but as we propose a different
duty, 7.e., the revenue duty (at present 10 per cent.) or Rs. 6 per ton
whichever is higher, they should now he entered sevaratelv in the
schedule. Tishplates for rails under 30 1bs. should, on the other
hand, hear the same duty as the rails under 30 1bs., that is to say,
a basic duty of Rs. 26 and an additional duty of Rs. 11 per tom,

* The schedule referred to in this Chapter is the Tariff Schedule for the year
1926 and not the Staiutary Schedule to the Indian Tariff Act, 1894.
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Tramway rails and fishplates are at present admitted at duties of
10 per cent. ad wvalorem. Ti has been poinied out to us that entry
under this deseription has been claimed for light rails of the kind
intended to be protected. Tt is therefore desivable, in order to pre-
vent evasion of the protective duty, that trawway rails should be
defined as having grooved heads, and that only such rails and the
fishplates adapled for them should be allowed to enter at the revenue
duty. Tt has been snggested to us by the Collector of Customs,
("aleutta, that-all the Htems now classified as © Railway track male-
vial 7’ under the general head “ Sieel * be transferred to the general
head “ Iron or Steel ”” as wrought iron articles of some of these
kinds are sometimes imported for the same purposes as steel articles.
We recommend that this change be made and that a similar change
be mude in respect of tramway material.

114. Structural sections are at present classified under ¢ Steel
in the schedule as ““Augle and tee, all other
sorts, and heam, channel, zed, troughplate,
piling and other structural sections,”” the ouly sub-division being
mto ““not fabricated™ and” ‘“fabricated.”” No alteration is re-
quired in this classification except that ‘‘ troughplate ”’ should be
altered to ““ trough *’ and that the words *‘ sections not otherwise
specified *’ be substituted for the words ¢ structural sections.” The
duties we have proposed for structural sections (namely, Rs. 19 per
ton basic duty and Rs. 11 per ton additional duty) should be applied
te the “ not fahricated ”* class under this eniry.  Ounr proposals for
duties on fabricated sections are made in Chapter X. The signi-
ficance of the words ““all other sorts *” in the description is that steel
angle and tee, if galvanized, tinned or lead-coated, are entered sepa-
rately in the schedule and are not subject to protective duties.
Protection is not required against these kinds of sections, which are
distinctly more expensive than those with which we are dealing,
and we propose no change.

Structural sections.

115. The present protective duties on steel bars and rods affect
only those kinds described as *‘ common
merchant, and bar and rod designed for the
reinforcing of concrete.” The experience of the lust two years
has shown thai the interpretation of the phrase “ common mer-
chant bar’’ has not been free from doubt. Tt has been brought
to our notice, for example, that bars made to comply wilth a
particular specification may be regarded as not falling within the
description ‘‘ common merchant bars.” It is, therefore, neces-
sary to avoid the use of the phrase ‘‘ common merchant ’’ and to
define more precisely the kind of bar and rod to be protected, and
also to exclude those kinds for which protection is not required.
We recommend that the following be substituted for the entry
quoted at the beginning of this paragraph:-- '

Bar and rod.

“ Bars and rods of kinds or qualities other than alloy, crucible,
shear, blister or tub steel if having, afier being norma-
lised, a Brinell hardness number not exceeding 200 and
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if of the following shapes:—vounds not under } inch
diameter ; squares not under 4 inch side; flats other than
those which are either («) under 1 inch wide and not over
Linch thick, or (b) not under 8 inches wide and not over
3 inch thick; ovals if the dimension of the major axis is
less than twice that of the minor axis; shapes designed
for the reinforcing of concrete il the smallest dimension
is not under 4 inch.”

Such bars should be subject to a basic duty of Rs. 26 per ton and an
additional duty of Rs. 11 per ton. Our reasons for the exemptions
indicated in the above entry are that these kinds of bars and rods
are either not made in [ndia or are made on too small a scale {o
justify protection or that their protection would raise the cost of
certain cssential articles, for example, alloy steel bars for cutting
tools, without corresponding advantage to the Indian Steel industry.
No change is required in the treatment of bars and rods at present
classified as ¢ planished or polished including bright steel shafting "
and as ¢ galvanized or coufed wilth other metals.” The remaining
item at present in {he schedule, viz:, *“ all other sorts not otherwise
specified ** should still be retained.  As a consequence of the defini-
tion of the protected burs, the words ‘* if not specified under the item
‘bars and rods’ ** should be added {o the description of the existing
item *¢ sleel for springs and cubting tools.”

116. Plates are at present classified in the schedule under the
main head ““ Iron or Steel.”’ - The duties in
this part of the schedule thus apply not only
to steel and wrought iron, but also to cast iron plates. No protection
is required against these latter as they are not likely to be used to
any appreciable extent in substitution for steel plates. Tt should,
theretore, be made clear that none of the protective duties apply to
cast iron plates. The ouly other change in classification which we
propose is that chequered plates, which now form a separate item,
should be included among the protected kinds, as chegunered plates
do not cost substantially more than plain plates and might be used
in substitution if the duty remained at 10 per cent. on a low tariff
valuation as at present. o propose, therefore, that a new item
“ cast iron ’? should be inserted in the schedule, the duty being that
applicable under the revenue tariff, that the item ** chequerec ** be
omitted and that the item lo which the protective duties, namely,
basic duly Rs. 20 per ton and additional duty Rs. 16 per ton, are
to apply, be amended to read ‘‘ ship, tank, bridge and common
including chequered, not fabricated and cuttings of such plates.”
The duty on plate euttings was, as a result of our First Report, made
proteciive at a rate of Rs. & per fon lower than the rate on ordinary
protected plates. but we now fin d that entry is being claimed under
the lower duty for cuttings of such sizes that they might reasonably
be regarded as ordinary plates. In the absence of any satisfactory
definition of the term ““ cuttings,”’ the Customs Department expe-
riences difficulty in classification; in order to prevent evasion of the

Plates.
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protective duties we recommend the inclusion of cuitings with the
plates to which the full duties should apply.

117. Iron and steel sheets not fabricated under § inch thick, othoer
than galvanized, are at present classified in
the schedule as (¢) “ black, whether corru-
gated or flat,”’ (b) “‘cuttings’ (black), (¢) ‘‘annealed which have
been either cold rolled, smoothed (including planished), pickled or
cleaned by acid or other material or process,”” and {d) °“ other sorts
including cutiings,” protective duties being applied only to (a)
and (b). The definition of (¢) appeurs to have given rise to con-
siderable difficulty of interpretation by the Customs authorities and
since we are proposing an increase of the duly on protected sheets,
it 1s possible thai the noun-proiected sheets deseribed in (¢) might be
used in substitution for the kinds of sheet which shonld be protected.
We therefore reconunend that definition (¢) he omitted from the
schedule and that the protective duties be applied to the sheets at
present classified under this head. The only kinds of sheet which
should remain outside the scope of the protective duties are those
which are coated with metals other than zine. Such coated sheets
and cuttings thereof should be subject to the revenue duty only.
Cuttings of protected sheets are at present subject to a protective
duty of 15 per cent. which was vegarded as the equivalent of the
specific duty on protected sheets. Ou the same grounds as those
which we have stated in connection with plale cuttings we now re-
commend that sheet cultings be subject to the specific protective
duties. The only entries required (ather than for galvanized sheets
and cuttings) in accordance with our recommendations would be
sheets ‘‘ coated with metals other than zine, and cuttings of such
sheets,”” the duty to be the revenue duty, and ‘‘ all other sorts in-
cluding cuttings not otherwise specified,” the duties to be Rs. 83
per tou basic, and Rs. 24 per ton additional.

Black sheets.

118. Galvanized sheets, not fabricated, are at present described
as *‘ galvonized sheets whether corrugated or
flat " and are subject to a protective duty
of Rs. 45 per lon. Galvanized sheets are, however, imported in
shapes other than corrugated or flat, ¢.y., roof-ridging. In view
of the exlent to which the Indiau oniput of galvanized sheet must
be raised and of the lowering of the duty, we recommend that the
proteclive duty be applied to ** galvanized sheets, all kinds and
shapes produced by rolling or pressing, including cuttings of such
sheets,” and that the duly be 1is. 38 per ton if the duty on spelter is
retained and Rs. 30 per ton if il is removed. Our reason for recom-
mending that galvanized sheet cuttings be subjected to the samne
specific duty as the sheets is the same as that which we have given
for the similar recommendation in respect of other cutiings.

119. Under the main head ¢ Tron or steel ”’ in the Tariff sche-
dule is an entry “* dises and eireles.”’”  These
articles, when cut from plates or sheets of
the kinds to which the protective duties apply, are subject to the
same duties ay the material from which they are cut. Although the

Galvanized sheets.

Dises and circles.
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Tata Tron and Stecl Company informed us that it does not intend
to continue the manufacture of circles,. the exemption of these
articles from protective dulies would probably reduce the demand
for plates and sheets made in India from which sucl circles are eut
We, therefore, recommend that the same duties be imposed on dises
and circles as on the kinds of plates and sheets from which they are
cut.  The item ¢ not galvanized ”’ will need sub-division owing to
the proposed difference between the duty on plates and that on
sheets.

120, We have recommended that steel sleepers be subject to a
protective duty of Rs. 10 per ton. Keys
and distance pieces for these sleepers should
be subject to the same rate of duty. If “ Railway track material
is put under the head ‘“ Iron or Steel *’ it will be necessary to intro-
duce a fresh item for cast iron sleepers, the duty to be the ordinary
revenue duty.

121. Tn paragraphs 117-~119 of our First Report we explained
' the possibility of the substitution of wrought
iron for steel bars, angles, channels and tees
if the dulies on the former were much lower than those on steel, and
we recommended that the duties on the common qualities of wrought
iron should be raised. We still consider such a measure necessary
if our proposals for protection are to be effective. Wrought iron
bars of common quality were subjected to a specific duty of Rs. 35
per ton, i.e., Rs. b per ton less than on steel bars. We are informed
by the Collector of Customs; Clalcutta, that the difference between
the duties on wrought iron and those on steel has caused diffieulty
in administration, entry being frequently claimed for steel at the
rates applicable to iron. We recommend, therefore, that the duties
on ‘‘ protected ”’ wrought iron he made the same as those on pro-
tected steel. Common wrought iron bars, of the shapes described
in pavagraph 115 above as those to which the protective duties on
steel bars should apply, should therefore he subject to a basic duty
of Rs. 26 per ton and an additional duty of Rs. 11 per ton.  Wrought
iron angles. channels and {ees not of crown or superior qualities and
not coated with other metals ave at present subject to a specific duty
of Rs. 20 per ton, 7.e., Rs. 10 less than that on steel sections. Tor
the reasons given above, we think that this difference should not be
retained, and we therefore recommend that unfabricated wrought
iron angles, channels and tees not of crown or superior qualities and
not coated with other metals be subject to a basic duty of Rs. 19 per
ton and an additional duty of Rs. 11 per ton. No changes are re-
quired in the other items entered in the schedule under the main
head ¢ Iron.”

Steel sleepers.

Wrought Iromn.
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Representation of the Tata Iron and Steel Company.

122. Although throughout the course of our enquiry we have
constantly borne in mind the claims set
forth by the Tata Iron and Steel Company
in its application for enhanced protection, it has not been possible
to consider each point in the representation separately without
unduly interrupting the thread of our argument. At the same time,
the discrepancy belween the claims of the Company and the duties
recommended by us is so great that we think 1t advisable to indi-
cate the main reasous for the differences between the two estimates
as to the amount of protection required. The Steel Company claims
that it should receive an average of Rs. 155 per ton for its finished
steel during the period of protection and that increased duties should
be imposed, which, together with a bounty of Rs. 20 per ton on rails
during the carlier years, would be sufficient {o secure this result. We
compare our recommendations with the Company’s claims in the

tahle below : —
Tasrg XXVII.

Steel Compauy’s claims,
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123. At the outset, we consider it necessary to point out that the
ll}asis of Company’s effect on costs of the Greater Extensions has
claims, manifested itself very rapidly in the current

LIS the duty on spelter 13 retained.
#¥ If ghe duty on spelter is removed.
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year. 'The Company’s estimate was framed early in the year, while
we have had before us the figures of costs and of output for the later
months. 'We have thus been enabled to frame an estimate of {uture
costs with much greater uccuracy than would have been possible
o the information available at the time when the Company prepared
its representation. We have already set forth in full the reasons for
our recommendations and it remains, therefore, to indicate briefly
the grounds on which the Company’s application for enhanced pro-
tection was based and the veasons why we consider that its claim
has not been substantiated. It will be convenient to examine the
application under two main heads, viz., works costs und the provi-
alon for overhead charges and profit.

124.. The Company has estimated the future average works costs
of finished steel at Rs. 100 per ton with the
plant remaining as at present. DBut in cal-
culating the duties required a works cost of Rs. 10376 has been
assumed.* 'This figure represents the Company’s estimate of the
works costs which will be attained in 1927-28. A consideration of
the cost sheets for 1920-27 clearly shows that the Company’s esti-
mate has been framed om over-cautious lines; for example, the
average costs for August were Rs. 5 per ton lower thun the figure
assumed by the Company. Moreover the production in 1927-28 is
likely to execed the 390,000 tons on which the Company bases the pro-
posed duty. But apart from inaccuracies of this nature, the method
adopted by the Company is clearly defective. The additions and
exteusions to the existing plant, to which reference has been made
in Chapter TII, will begin to come inte operation about the end of
the year 1927-28 and the Company's estimate of the duties required
ignores the increase in production and the economy anticipated
from these improvements. Nor has allowance been wmade for
economy in fuel, labour, stores and supplies, though in the course
of the enquiry the Company’s representatives admitied that the
savings suggested by us under these heads were practicable.

Works costs.

125. The Company has estimated the charges on account of over-
Overhead charges and head and profit at Rs. 55 per ton in place of
profit. the figure of Rs. 57-37 per ton taken in our
first report and Rs. 39 per ton as now proposed. There are two
assumptions underlying the Company’s calculations, #iz., (1) that
the replacement value of the Company’s fixed assets is not below
that made by us at our first enquiry, namely, Rs. 15 croves, and
(2) that the output of the Company on which the overhead and
profit have to be realized will be about 120,000 tons. As regards
the first assumption, we have already given our reasons for assessing
the replacement value of the Company’s fixed assets at Rs. 12}
crores, and as for the second assumption, it is sufficient to
point out that even the Company’s first estimate of production
places the total output in 1933-34 at 560,000 tons, while the average

* Paragraphs 30—82 of representation.
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over the seven years 1927-28 {o 1933-34 on the same estimate
amounls o 486,000 {ons.

126. T'hese are the main veasons for the wide divergence between
Differences mainly the the duties claimed by the Company and
vesult of divergence in those recommended by wus. Among less
policy. important reasons, reference may be made to
the fact that some of the import prices assumed by the Company
are lower than those taken by us.  On the other hand, our estimate
of the protection required bas beon somewhat raised by adjustments
on account of internal freights and the production of defective mate-
rials and cuttings, which the Company has not taken into considera-
tion. It will be seen that the Company bases its claim not merely
on different figures from those which we have adopted, but also on a
different view of the policy to be followed. The Company estimates
the amount of protection required on the basis of figures of costs and
production early in 1926, and claims that it should receive in addi-
tion all profits resulting from increased production or economies in
the future. On this view the gquestion of future costs becomes of
less importance and il is perhaps for this reuson that in the Com-
pany’s representation, the subject has not received the altention
whicl it deserves. But thig is a view which we cannot accept; in
cstimating the price at which the Indian manufacturer may reason-
ably be expected to sell his steel, it is essential that account should
be taken ot the probable reductions in the cost of manufacture. In
the course of the oral examination, we have explained our views in
this resyect and have received all possible assistance from the Comn-
pany’s representatives in estimating the probable costs of steel
manufacture during the next seven years. OQur estimates of costs
and production are based largely on the figures supplied from time
‘o time by the Company’s repregentatives uud an examination of the
svidence will shuw that our conclusions on the most importaat points
have already been accepied by the Company.

127, We believe that the scheme now propused will, on the
average, confer adequate protection on the
industry during a period of seven years
commencing from the 1st April, 1927, pro-
vided that the Steel Company carries out its programiue of deve-
fopment, attains the expected output, and secures the economies
which we have indicated in Chapter IIT. 'These ave results which,
we believe, it is within the power of the Company to attain, We
estimate that the total surplus over the works costs required fo
meel the overhead charges and profit, is Rs. 194'4 lakhs per annum,
but this is an average for the whole period of protection, and it
is clearly necessary that the scheme should afford sufficient pro-
tection during the initial years, when the works cosls arve higher
and the output smaller than the average. We have, therefore,
paid particular attention {o the probable financial results of the
scheme during the early veurs. There are two circumstances which
would justify the expectatious of somewhat higher profits at the
commencement of the period than the probable output and costs

Adequacy of DBoard’s
proposals,
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would indicate, viz., the probability of lower coal prices than we
have assumed as the average and the fact that the amount of pig
won available for sale will be larger in the first hialf of the period
since less will be required for the manufacture of steel. Tt seems
to us undesirable lo publish a definite estimate of the profits, but we
have satisfied ourselves that the receipts will be sufficient to cover
the works costs and the overhead charges (including a sufficient
allotment to depreciation to meet the expenditure on the develop-
ment scheme) and to leave a substantial margin for return on
capital.

128. While the Tata Iron and Steel Company has stated that it
expects to be uble to dispense with protection
] at the end of seven years, it has suggested
that protection should be granted for ten yeurs to ensure the stabi-
lity and expansion of the industry. Although we are confident
that the industry will ultimately be able to dispense with protection,
the time within which this result can be achieved must depend on
economic causes which cannot be foreseen. Any. estimate
of the figures necessary for.a valid conclusion on this point must
in the nature of the case present insuperable difficulties and it is
inadvisable, therefore, to attempt to determine any period at the
end of which protection should be entirely discontinued. We have
already in Chapter I1I given reasons for our recommendation that
the present proposals should remain in force for seven years. In
suggesting a period of seven yenrs, we do not imply that the industry
would necessarily be able to dispense with protection at the end of
that time. But the adoption of any longer period as a basis of cal-
culation would, in our opinion, result in an ill-balanced scheme
which would give the indusiry more protection at oue stage and less
at another than it requires. We recommend, therefore, that it
should be declared that the policy of protection will be maintained
until the findings of a Statutory Enquiry accepted by the Legis-
lature show that it is no longer required. It should further be
provided that no such enquiry shall be leld until the year 1933-34.

129. The Steel Company’s proposal for the introduction of ‘Anti-

Steel Company’s pro- dumping’’ legislation does not require any
posal for anti-dumping detailed discussion. The claim is partly
legislation. based on the statement that the price of
English rails offered in India has been helow that at which similar
rails have been sold to English railways. But, in accordance with
ordinary business practice, export prices of rails and other kinds of
steel even before the war were lower than the home prices and we
have discounted this feature of the European steel market by basing
our pruposals on export prices. Further, the effect of the deprecia-
tion of Continental exchauges on import prices has been met hy our
proposal of additional duties on steel of non-British origin. The
objects which the Steel Company has in view will, therefore, be
attained without the enactment of a special anti-dumping measure.
Tu any case, as we have already pointed out in Chapter VI, we
believe that, under the existing commercial treaties, the proposal, in
the form in which it has been presented to us, is not practicable.

F2

Period of protection.
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130. In our first enquiry, the Agricultural Implements Company
Withdrawal of claims 29ked for protection for the manufacture of
for protection on tools, picks, powrahs, kodalies and similar tools.
) Implements of this kind were at that time
subject to the import duty of 15 per cent. ad valorem: applicable to
hardware, and were not treated as agricultural implements, which
are not subject to any duty. We considered that a case for protec-
tion had been made out and we recommended that the import duties
on these articles should be raised from 15 to 25 per cent. ad valorem.
The Legislative Assembly, however, did not accept the proposals
and no protection was granted. In the interval the Implements
Company has heen acquired by the Tata Iron and Steel Company
and the manufacture of tools is now conducted as a depariment
of the Jamshedpur works. Tn its application for continuance of
protection to the Steel industry, the Cowpany included a request
that protection should be extended to the manufacture of these tools.
We pointed out, however, the objection which had weighed with
the Assembly, wiz., that the grant of protection might adversely
aftect the agricultural community, and the Steel Company with-
drew this part of its application.  'We have, accordingly, no recom-
mendations to make as regards these implements.

131. There are other matters in the Steel Company’s representa-
Complaints  rogarding tiog to which 1t appears necessary to refer.
purchsse of rails by cer- Serious allegations are made with reference
taln railwaya. to the purchase of rails against some of the
Company-warked railways. Wa guote the following extract from
enclosure No. 8 to the written vepresentation :--—

“ We do not think, however, that the industry in this country
has been treated fairly by the railways concerned in
connection with these orders. Tt seems obvious that our
quotations huve from time to time merely been used by
them in order fo obtain lower prices in England from
Fuglish manufacturers. Simultaneous tenders huve not
been called for nor have the railways concerned made
any effort to assist us in this matter. On the contrary,
on the expiry of these contracts, from which they derived
such great benefit, they and their Consulting Engineers
have, so far as we can sec, done everything possible to
divert these orders to England and to prevent our obtain-
ing them. For the first time we have had serious com-
plaints as to the quality of our rails and we are informed
that the latest specification issued by the Consuliing
Fngineers, Messrs. Rendel, Palmer and Tritton, defi-
nitely states that rails made by the Basic Bessemer pro-
cess will not be consideved. The only object of this is
to exclude rails of Indian manufacture as the Basic
Bessemer process is not used in Tangland. It is useless
for us 1o complain of these matters to the railwavs con-
cerned. The influence of the Consulting Fngineers and
the TTome Board is such that we cannot counteract it,
but we do urge that if the industry in this country is to
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succeed and if protection is ta he of wvalue to if, this
tendency of the Indian railways to avoid the purchase of
Indian material should be checked and the only way it
can_be checked, so far as we can see, is by the imposi-
tion of a substantial duty.”
These allegations imputing bad faith to certain Railway Companies
called for the closest serutiny. We, therefore, supplied all the
railways concerned with copies of the Steel Company’s representa-
tion, and asked for their views on the points raised. Wo also
examined the representatives of the Steel Company on this subject
on more than one occasion. The allegation that the specification
for rails was changed for the purpose of excluding Indian rails, was
dropped at an early stage in the oral examination but the other
statements have not heen withdrawn. We consider it a matter of
very great regret that a company of the standing of the Tata Trou
and Steel Company should put forward in a public enquiry charges
of so grave a nature which it is unable to substantiate fully.
Tn the oral examination it was brought out that the specification
referred to would not exclude Indian rails from use on the railways
concerned, while it was ‘also ascertained that Indian rails had in
fact been accepted. We have received no evidence to suggest that
complaints as to the gualily of Indian rails were intended as a pre-
text for refusing lo purchase from the Tata Iron and Steel Company.
As regards the supply of rails to railways in the south of Tndia
and Burma, the Steel Company stands at a disadvantage as com-
pared with its foreign competitcrs on account of railway freight
and in our proposals we have made adjustments to compensate
for this. We believe this to be the reason why the group of rail-
wavs against which this complaint is made found it possible to
obtain rails from England at lower rates than those quoted by the
Steel Company. Nor have we been able to discover any
foundation for the allegation that the Steel Company’s quota-
tions were used to ohtain lower quotations from British
manufacturers. The assertion that simultaneous tenders were not
called for conveys an entirely misleading impression. RBefore any
tenders were obtained from elsewhere, the Steel Company was asked
to state the lowest price at which it was prepared to supply, and it
was only when the railways found that the price quoted was higher
than that at which rails could be imported that they decided to eall
for tenders in Furope. The Steel (lompany was given an oppor-
tunity of quoting again on this call for tenders. So far as the
Burma Railways were concerned, the date for opening the tenders
was fixed after consulting the Tata Iron and Steel Company’s re-
presentative in London with the special object of giving the Com-
pany an opportunity fo quote and the ovder was lost purely on the
question of price.

132. Tt has been further alleged that since a bounty of Rs. 20 per
ton is granted on rails of Indian manufac-
ture, the loss of these orders has resulted in
the Company being penalized to the extent

Allegation  regarding
loss of bounty on rails.
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of Rs. 8 lakhs. It has been ascertained, however, that with the
present output of steel ingots, any further production of rails in
excess of that for which orders have been received conld only be
effected if the output of other classes of finished steel were corre-
spondingly reduced. The Company has obtained orders for 143,000
tons of rails and additional orders may still be received; it
appears probable that no more rails than would be required to meet
these orders could be manufactured without exceeding the Com-
pany’s capacity for production in the current year or reducing its
output of other products.

133. The Company also complains that the designs of railway
Allegation in respect bridges and other structures are such that a
of other steel. comparatively small proportion of sections of
Indian manufacture can be used in their construction. Tt is alleged
that ““ It is impossible to avoid the conclusion that in many cases
the designers have gone out of their way to design structures which
cannot be made from steel made in India. This is particularly
noticeable in the case of designs prepared by the North Western
Railway, Whoever designed the Jhelum Bridge must have been
determined to give Indian steel no chance.”” The North Western
Railway has denied that there is any foundation for any charge of
deliberate exclusion of Indian steel, and after our examination of
the Steel Company’s representatives we are satisfied that there is
no justification for such a charge,

184. Though we must record our disapproval of the manner in
Tmportance of purchase Which the Steel Company has thought fit to
of Tndian steel by rail- raise these issucs, there is at the same time
ways. an aspect of the case which deserves serious
attention. The success of the policy of protection will largely
depend upon the co-operation which the Government receives from
ratlways, the largest purchasers of steel in India, and it is of the
utmost importance that they should offer every possible encourage-
ment to the use of Indian material. As we have emphasized in a
previous Chapter, it is essential that the railways should arrange
to purchase the whole of their requirements of rails in India so
far as they can be produced in the country. The disposal
of structural sections at present is of less importance, since
the Steel Company has no difficulty in selling the whole
of its output. The position will, however, change rapidly
The expansion of the industry will be largely affected by its ability
to dispose of an increasing output of structural material and within
a few years this question will constituto a serious problem. It ix
therefore important that the railways should now undertake the
revision of their designs for bridges, buildings and other works so
as to facilitate the use of a larger proportion of Tndian «iructural
sections in the future.
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Miscellaneous.

135. In the previous Chapter we dealt with the claim of the Tata
Iron and Steel Company for the continuance
of protection. But it is obvious that the
acceptance of assistance from Government
carries with it certain responsibilities. The country is entitled tc
demand some guaraniee that an industry of national importance
established partly at the expense of the public revenues, should be
prudently and efficiently managed, and that its future should not
be endangered hy any unwise dissipation of its resources. IFurther,
the Company’s policy in regard to such matters as the welfare of
the labour force should be in accordance with the best modern
industrial practice and the progressive development of the industry
should be accompanied by an increased employment of Indians on
the superior staff,

Responsibilities of the
Company.

186. We regard it as of the utmost importance that the Com-

pany’s works should Ee mainiained in a high
state of efliciency and that the plant and
equipment should be kept abreast of modern progress. It is with
this end in view that we have allowed in our calculation of the fair
selling price a substantial sum on account of depreciation. While
we believe that the policy of the present Directors of the Clompany
is In general accord with our views, we can conceive of circum-
stances in which shareholders might be tempted to subordinate the
future welfare of the industry to immediate gain. TFor this reason
we think that the scheme of protection might well be accompanied
by an obligatory provision that a sufficient sum by way of depre-
ciation should be set aside annually and that the depreciation fund
should be expended only for the purposes for which it is intended.
In the course of the oral examination the Company’s views on this
suggestion were invited and we were informed at a later stage® of
the enquiry that the proposal had been put before the Board of
Directors and that they had accepted it.

137. Throughout our enquiry we have kept in mind the import-
ance of securing satisfactory labour condi-

Lebour conditions 8t tiong jpn the industry. With this object in
Jamshedpur. view we have inspected both the works and
the town of Jamshedpur and we are satisfied that the arrangements
made by the Company in this respect are not merely adequate but
compare very favourably with those of other industries 1 India.
With regard to the water supply, drainage, sanitation, hospitals
and dispensaries, open spaces and general amenities, conditions at
Jamshedpnur are of a higher standard than is general in industrial
areas in India. The housing accomuodation provided by the Com-

Depreciation.

* Oral evidence, dated 11th August 1926,
(75 )
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pany is excellent in design and construction, but the number of
houses is admittedly not sufficient to accommodate all the workmen
satisfactorily. The Company’s plans for extensive house-building
had to be suspended in 1922 when the acute finaneial depression set
in. The Company’s financial position has not improved sufficiently
in the interval to enable the building of houses to he resumed, but
its representatives assured us in the course of the evidence that
building would be recommenced on a substantial scale at the earliest,
opportunity. We have no doubt thut during the mnext few years
the shortage of houses will be made good. The Tata Iron and Steel
Company, unlike other industrial enterprises in India, has
succeeded in settling a fairly stable labour population in close
proximity to the works, and this we believe in part to be the result
of the great attention which has been paid to the welfare of the
workmen. Tn this connection it is interesting to note that from the
commencement of operations in 1912, the Company has always
followed the policy of an eight hour day, although at that time
the system had not been generally accepted in the Steel industry in
any country in Europe or Americal

138. In regard to the superior staff, the Tata Iron and Steel
Company has consistently followed a policy

oo ppointmont of Indians o roplacing Furopeans and Americans by
at Jaﬁls},edpm._ PO qualified Tndians. The progress made in the
last three years is shown by a comparison

of the numbers of covenanted employees (i.c., Europeans and
Americans) employed at various periods during the last four years.
The total number in September, 1924, when the covenanted staff
was at its maximum, was 229 which by June, 1926, had fallen to
161, a reduction of approximately 30 per cent. Technical know-
ledge of a kind special to iron and steel works is required in the
producing departments, namely, the coke ovens, blast furnaces, steel
making departments and rolling mills. TFor several vears now no
covenanted employees have heen emploved at the coke ovens. At
the blast furnaces, open hearth department and old rolling mills
which are the older portions of the plant, the number has fallen
from 64 in 1923-24 to 47 in 1925-26. The new parts of the plant,
namely, the duplex plant and the new mills (excluding the sheet
mills), have hardly r[’)een in operation long enough for any sub-
stantial reduction 1n covenanted lubour to be effected: the number
employed in 1924-25—the first year of full working—was 49, and
in 1925-26 was 47. There has thus been a reduction of 17 in the
rovenanted staff in the older portions of the plant and of 2 in the
newer portions. Of the 19 places which thus became vacant, 15
were filled by Indians and 4 were nett reductions. In the sheot
mills, where special difficulties have heen experienced, 66 Euro-
peans were employed when the work first started towards the end
of 1924. By June 1926 this number had heen decreased to 22.
most of the posts having been taken over by Indians. Tt will
appear, therefore, that, although since 1923-24 the output of finished
stecl has more than doubled, India is rapidly hecoming less depen«

dent on imported labour in the manufacture of steel.
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139. The training of Indians for employment in the more techni-
~ cal and responsible work has been faci-
Technical Institute, litated by the establishment of the Techni-
cal Institute in connection with  the
Company’s works at Jamshedpur. During the five years ending
1925, altogether 114 men were admitied into the Imstitute. Of this
number, 58 are still under training while 25 have received employ-
ment under contract with the Company. The bulk of the admis-
sions so far have been made from Bihar and Orissa and from the
adjacent province of Bengal, but a considerable number have also
been admitted from outlying provinces such as Madras and the
Punjab. Ii is noteworthy that the admissions have not been en-
tirely restricted to future employees of the Company and the
Institute is thus serving to some extent as a general centre of
practical training in metallurgy. A feature of the Institute de-
serving of notice is its close association with the sleel works at
Jamshedpur which renders its training of special value. We have
received evidence in the course of our enquiry of the satisfactory
level of efficiency attained by the Indian employees who have been
trained in the Institute, and we believe that the reputation they
are building up will accelerate the substitution of Indian for im-
ported labour in the higher ranks of the indusiry.

140. If our estimates of fulure works costs are to be realized, it
Management and fature will be necessary for the Company to pursue
policy. a very active policy in the matter of rais-
ing the general Jlevel of efficiency and

economy 1in the works. Our confidence that these estimates will be
realized is strengthened by the fact that the Directors have now
definitely adopted a policy of this kind and expect in consequence
to effect a considerable reduction in costs. The task of erecting
the Greater Extensions and of bringing into successful operation so
much plant and machinery of kinds previously untried at Jamshed-
pur. has almost exclusively occupied the attention of the manage-
ment during the past fow years. They are now in a better position to
take in hand the question of promoting the general efliciency of
the works and of reducing costs still further and we are satisfied
that every effort is being made to handle this question success-
fully. There is one aspect of the matler, however, to which we
think it necessary to call attention. We have observed that, in
judging the results obtained at Jamshedpur, the Company is usually
guided by the standards prevailing in the Steel industry in
America. This attitude may perhaps be explained by the striking
expansion which has occurred in recent years in the manufacture
of steel in the TUnited States, and although the tendency is less
marked now than at the time we held our first enquiry. we still
think it advisable to point out that in the case of the Indian industry
American results do not form necessarily the best basis for con-
parison. The competition which the Indian industry has to meet
romes from Europe and not {rom America, and one of the objects
which the Indian industry must keep in view is its ultimate ability
to dispense with protection against European competition. The
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American Steel industry is protected by a tariff higher than that in
force in most European countries, and its costs of manufacture are
also generally higher. It will, therefore, be more conducive to the
interests of the Company if its own results are judged by compari-
son with European costs and if steps are faken to keep in closer
touch with the practice and developments in the European Steel
industry.

141. Our report would not be complete without some reference
to the future of the Steel industry in India.
In our first report, we have set forth at
length the natural advantages which the
Tndian industry enjoys and which justify confidence in its ultimate
success. The quantity of iron ore in India is known to be very
large and the quality compares favourably with that of deposits in
other parts of the world. Coking coal, though not so good as that
available in other steel making countries, is still comparatively
cheap, manganese is available in large quantities in the Central
Provinces, while the proximity of the coal fields to the iron ore
deposits reduces the freight on raw materials. Since 1923-24 great
progress has been made in the production of pig iron and the cost
has fallen from Rs. 86 per ton to approximately Rs. 25 per ton.
Although in the same period there has bheen a corresponding reduc-
tion in costs in European countries, the Indian Steel industry has
still a great advantage over other countries in the cost of producing
pig iron. With these initial advantages it is not unreasonable to
expect that, in course of time, steel will be produced in India at
least as cheaply as in other countries. Great progress has already
been made and it is probable that if tho rupee prices of lmported
steel remained at the 1928 level, the industry would now require
little or no protection. The figures in the following tahle show that
(allowing for freight to India) the Indian indusiry in a com-
paratively short period has almost reached the stage of steel manu-
}acture which prevailed in (Great Britain as recently as 1923,

Future of the Steel in-
dustry in India.

Tasry XXVIIT.

O.1.F, LaNDED PRICE WITHOTT

pury, 1923, Adjusted
selling price

required,
British. Continental. | 1927 to 1934.

Rs. psr ton, Ra. per ton. Rs, per ton.

Rafls . . . . . . 140 vee 118
Bearns . . . . . . 150 120 120
Bars . . . . . . 150 124 129
Plates . . . . . 153 136 133

(falvonized shest . . . . 300 . 278
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142. We have alrcady stated our view that no definite period can
be fixed at the end of which it may he
s‘tP vobable position _of  gnticipated that the Steel industry will be
Steel industry in 1933-34. . . .
able to dispense with protection. But as an
indication of the progress which may be expected in the Steel indus-
try, we think it worth while to compare the fair selling price in
1933-34 with the c.i.f. landed prices of imported steel which we
have taken as the basis of our present scheme. The works costs for
that year have already been indicated in Table X, paragraph 58, but
the allotment per ton for overhead charges and profit will be smaller
than the average which we have taken for the seven year period,
since the total sum required (Rs. 194-4 lakhs) will be distributed
over the estimated production of 1933-34 (600,000 tons) instead of
over the average production (500,000 tons). The average incidence
per ton will, therefore, fall from Rs. 39 {o Rs. 32:4. Following
the same method of allocation as that already adopted, we arrive at
the figures for each product as shown below:—

Tavre XXIX,

Output. | Works cost. gx‘f;}mi%. ]:)T:L: efn:;-g
works.

Tous. R, per ton. { Rs. per ton. | Rs. per ton.
Rails . . . . 210,000 616 324 94
Fishplates . . . . 8,000 90 39 129
Structural sections . . 95,000 89 329 102
Bars . . . . . 100,000 77 33 110
Plates , . . . . 35,000 £0-3 3717 114
Tinbar . . . . 60,000 564 19°6 75
Black sheets . . . 15,000 122 35 157
Galvanized sheets . 47,000 200 43 243
Slespers . . . . 30,000 72 30 102

Adjustments must, however, be made in the f.o.r. works fair sell-
ing prices on account of the lower works prices received for second
clags materials and cuttings and the effect of internal freight. The
adjustments arve the same as those previously made except that
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Re. 1 per ton more is allowed on account of internal freight dis-
advantage since, with increased production, sales must be effected
at greater distances. The resulting prices are shown in the follow-
ing table together with the c.i.f. landed prices of imported steel as
set out in Table XVIT, paragraph 87 :—

Tavrr XXX,

(Lr Price’ LANDED wiTnour
. DUTY.
Fair selling
_— price. .
British, Continental.

Rs. per ton. Rs. per ton. Rs. per ton,
Rails . . . . . 103 105
Fishplates . . . . . 138 150
Structural seetions . . 5 103 104 36
Bars . . . . : 3 111 108 90
Plates . . . . . : 114 115 92
Tinbar . . . . . 3 75
Black sheets . . . ’ 156 153 122
Galvanized sheets . . . A 239 240
Sleepors . . . . . | 108 105

The above table shows that if the prices of European steel in 1933-
34 should be at about the level of those of the early part of 1926,
the Tndian industry would be able io meet British competition
without the assistance of even a revenue duty, although some pro-
tection would still be needed against Continental competition.

143. The figures which we have given indicate a great advance
' in the Steel industry in India during the
next seven years and a rapid decrease in the
costs of manufaciure. But it must not he
assumed that, at the end of the seven year period of protection, the
costs of production of steel in India will have reached their final
level. Some Increase in output from the improved plant of the
Tata Tron and Steel Company will still be possible. Further eco-
nomies of the kinds to which we have already referred may also be
expected and, in particular, u further reduction in the consumption
of coal per ton of finished steel should be effected. In our opinion,
therefore, there is good gound for confidence in the future of the
Indian Steel industry and provided that a progressive policy is
followed and full advantage is {aken of the experience in other steel
making countries, we believe there is no reason why India should
not obtain results which will compare favourably with those
obtained in other parts of the world.

Further grounds for
confidence.
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144, In our First Report regarding the grant of protection to
the Steel industry, we indicated the difficulty
created by the fact that there was only one
firm in India, namely the Tata Iron and
Steel Company, manafaciuring rtolled steel. In this respect
the position has remained wnchanged, and our study of the
actual costs in India has still beep confined to the operations at
damshedpur. But we have not overlooked the fact that, even with
the extensions and improvements now contemplated, the muximum
production of the Tata lron and Steel Compuany will still fall short
of the demand for steel in India. The {olul import of steel in
1925-26 waus approximately 950,000 tons while the production of
the Tata ITron and Steel Company was 320,000 tons giving a total
of about a million and a quarter tons. With the extension of the
railway systewm und the general development of transport facilities,
some increase in the conswnption of steel may be anticipated and
though by the year 1933-34 the annual produciion of the Tata Iron
and Steel Company will have Increased to 600,000 tons of finished
steel, there will still vemain a large demand which must be met
either by imported material or by the expansion of the industry.
In a basic industry of great mational importance it is obviously
desirable that so far as possible India shoald be self-supporting and
we should consider that our scheme of protection had failed in one
of its principal objects if, though meeting the requirements of the
Tata Iron and Steel Company, 1t did not provide é()r the expansion
and development of the industry. We have, therefore, considered
how far our proposals will suffice for the protection of any new
works which may be established.  We believe that provided modern
plant is installed and full advantage 1s taken of the accumulated
experience of steel making in India as well as in other countries,
a new works should be able, as soon as a reasonable level of output
has been reached, to produce steel at u cost not exceeding our esti-
mate of the Tata Iron and Steel Company’s average costs. In
estimating the charges for overhead and profit, we have based our
figures on the capital cost of erecting a steel works at the present
time and our proposals should therefore be generally suitable for
a new undertaking. The representatives of the Indian Iron and
Steel Company and the United Steel Corporation of Asia, both of
which firms have considered plans for erecting steel works in India,
have stated in the course of their oral evidence that a system of
protection which would be adequate for the Tata Tron and Steel
Company would be sufficient for any new works. We believe,
therefore, that so far as the scale of duties is concerned, our recom-
wendations are adequate both for the existing Company and for
any new works which may be started. We think, however, that
this in itself is not sufficient to secure the expansion of the indus-
try. The uncertainty and depression in the steel trade have been
S0 great in. recent years that it is doubtful whether new capital will
be forthecoming for investment in the industry unless the public is
assured by a clear statement in the legislative enactment that pro-
tection will be continued so long as the circumstances, not merely
of the pioneer Company but of the industry as a whole, indicate
that such a course 18 necessary.

Proposals adequate for
new firm.
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Fabricated Steel.

145. Before considering the present position of the Engineering
industry, it appears desirable to summarise
briefly the previous recommendations of the
Board and the action taken thereon. In the
course of our first enquiry, we found that the fair selling price of
structural steel fabricated in India was Rs. 310 per ton and
that imported fabricated steel was likely to enter India without duty
at Rs. 260 per ton. The difference between these two figures was
found to be the measure of the protection required and a duty of 25
per cent. ad valorem was accordingly recommended. (iovernment
accepted these proposals and under the Steel Industry (Protection)
Act, XTIV of 1924, a duty of 25 per cent. ad valorem was imposed on
imported fabricated steel. In the Board’s report of the 8th Novem-
ber, 1924, supplementary duties were proposed, consequent on the
recommendation of increased protection for rolled steel, but these pro-
posals were not accepted by Governmeni.. As a result of the enquiry
into the Steel Industry held in 1925, the Board again advised an
increase in the duties: it was proposed that the duty om tipping
_wagons, coal tubs and light 1ailway switches and crossings should be
“vaised to 40 per cent. ad valorein and on other fabricated steel to
324 per cent. «d wvalorem. ‘(_}OYQIIE‘.UIH(:‘IL{-, however, considered that
the position of the Engineering industry did not justify any increase
in the amount of protection and no supplementary duties were im-
posed. The protective duly o imported fabricated steel has, there-
tore, remained unchanged at 25 per cent. «d velorem since June,
1924.

146. It was explained i paragraph 120, page 68, of the Board’s
Manufacture and fabri- Lirst Report on the grunt of protection to
cation of steel closely fthe Steel industry that the munufacture and
connscted. fabrication of steel were inseparably connect-
ed, that the market for the sale of certain kinds of steel made in
Indin depended on the existence of the Engineering industry,
and that it was, therefore, unnecessary to discuss the question whe-
ther it fulfilled the conditions for protection laid down by the Fiscal
(ommission. 'There has been no change in the position of the indus-
try in the last three years such as would lead us to modify the
opinion then expressed. It is true that, at present, the output of
structural sections forms a small part of the total steel production
in India and is in fact much smaller than is required to meet the
demand of Indian engineering firms; but this is a temporary phase
only. The production of steel ingots by the Tata Tron and Steel
Company will rapidly increase when the new Duplex furnace is
erected, and the installatiou of a roughing mill will enable the Com-
pany to roll a large proportion of the additional steel into structural
( 8 )

Summary of previous
recommendations.
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sections. 1t is clear, therefore, that, in the comparatively near
future, the demand from engineering firms will be an important
facter in the sale of Indian rolled steel. The claim for protection of
the Engineering industry has already been admitted and further
examination of the question is consequently unnecessary.

147. We have experienced considerable difficulty in gauging the
Effect of schemo of eifect of the present scheme of protection on
protection on Engineer- the manufacture of fabricuted steel. It is
ing industry. obvious that no large expansion in produc-
tion or decrcase in costs (other than the cost of material), such us
has occurred in the rolled steel industry, was possible. 'The Engi-
neering industry has been established for many years and no rapid
improvement in practice or process could be expected. Nor is it
possible, on a consideration of the profit and loss statement of the
companies concerned, to judge of progress made; for, in addition to
the manufacture of fabricateg steel, many of them undertake foundry
work, others the manufacture of railway wagons, while at least one
company owns large works for the manufacture of firebricks and
pottery, and there are no means of determining from the published
reports of the companies the source from which the profits are
derived. We have explained in our previous reports the reasons
why in this indusiry no exacl estimate of the costs of production is
possible and why we canuot measure with any precision the financial
results of protection by a comparison of the cost of production with
the selling price.

148. We have veceived applications from the following firms,
viz., Messrs. Jessop and Company, T.imited,
Messrs. Richardson and Cruddas, Messrs.
Burn and Company, Limited, and Messrs. Parry’s Engineering
Company, Limited, ¢laiming additional protection on fabricated
steel. The first three applications deal in the main with fabricated
structural steel such as 1s required for bridgework, buildings, tanks,
chimneys, switches and crossings, The last application is In respeci
of the protection required for coal tubs, tipping wagons and light
railway switches and crossings. It will be convenient to consider
the first three applications together and to postpone consideration of
Messrs. Parry and Company’s application to a later stage. All three
applications proceed on much the same lines; two arguments are put
farward : —

Applications received.

(1) That the actual price at which British fabricated steel can
be imported even with a 25 per cent. duty makes it im-
possible for the Indian product to compete and that
orders, which should go to Indian firms, are placed with
firms abroad.

(2) That the industry is in a worse position now than it was
when protection was first granted.

Messrs. Burn and Company propose a specific duty of Rs. 72-8-0 pey
ton on imported fabricated steel, while Messrs. Jessop and Company
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suggest that a duty of 25 per cent. ad valorem be hnposed avd that
structural steel bars, shapes and plates should be imported duty free.
Both these proposals would mean a substantial increase in the exist-
ing duty. It is obvious that these representations would require
modification as a consequence of the duties which we have proposed
on rolled steel and the consequent reduction in the price of British
Standard steel which is maimly nsed by the Engineering industry.
It will be convenient, therefore, to commence our enquiry by an
examination of the price at which fabricated steel can be landed and
of the cost of producing such steel in Tndia, on the assumption that
our recommendations in regard Lo the rolled steel industry are
accepted. Having determined provisionally the measure of protec-
tion on a comparison of these figures, we shall consider the
arguments set forth by the applicants for protection, with a view to
ascertaining whether there are any features in the present position
of the industry which necessitate a modification of our proposals.
i4Y. In the course of our last enquiry in 1925, we were [urnished
, , . with three examples of the c.i.f. price at
fnlf;}ilgate%“c‘;w;‘ :‘:R;:}: which dmported bridgework entered lndia,
India. vigs, Ibs. 2200 a ton in November, 1924, Rs. 212
a ton in January, 1925, and Rs. 229 a ton in
February, 1925. We have now reccived fromm Messrs. Burn
and Company and Messrs. Jessop and Company, details of two
orders recently placed in Emgland for bridge spans.  The first is an
order placed for H3 spans of 94 ft. 6 mn. We have ascertalned from
the North Western Railway thal the price at which these girders
were landed was Rs. 289 per ton including the duty. Tt is, however,
necessary to point out that there is a wide discrepancy belween the
figures supplied by the ruilway authorities and those which we have
obtained from the Chief Controller ol Stores through whom the
order was placed in Kngland.  "I'be matter is of some importance to
the Tingineering industry and we have discussed the case in
Annexure A. But for our present purpose the case is of little value.
For it is clear that a price regarding which any doubt exists cannot
be safely accepied as a basis for our recommendations. Moreover, it
is probable that the landed duty-paid price of these girders is higher
than the average for imported fabricated steel and that the
work is heavier than is normally undertaken by Indian firms. It
is safer to take as typical a second order for 48 spans of 60 ft.
irders for the Madras and Southern Mahratta Railway placed in
E‘i:jurope early in 1926 the details of which have been supplied by
Messrs, Jessop and Company and confirmed by the Railway Com-
any. The f.o.b. price at which this countract was placed was
£13-8-0 per ton. We have oblained from the railway authorities
the details of freight, landing charges, etc., and duty, and with the
addition of these charges the total landed cost per ton amounts to
Rs. 212 without duty. In view of the fall in steel prices which has
occurred since 1924-25, this figure appears consistent with the
prices furnished to us in the course of our last enquiry and we
take this price as typical of the price at which bridgework of the
kind they manufacture can be imported into India.
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150. In the applications for increased protection which we have
received from Messrs, Jessop and Company
and Messrs. Burn and Company, the cost* of

CGost ol producing fabii-

cated steel. . , . T .. -,
producing fabricated steel in India is stated
as follows : —
Rs.
per ton.
Messrs, Jessop and Company . . . . . 263
Messrs, Burn and Company . . . . . 258

Messrs. Jessop and Company’s figures in detail are as follows: —

Rs.
per ton of fabricated steel.

Material 1'1 ton (including 10 per cent. wastage) . 110
Duty on 1'1 ton . . . . . . . . 33
Fabrication . . . . . . . . 110

253

—_—

In estimating the cost of fabricated steel in India for the present
scheme, there are three items which we must take into account, Vi2.,
the duties on rolled steel, the ¢.i.f, price of imported steel, and the
cost of fabrication. The dulies now applicable will be those which
we have recommended to be imposed on British standard steel, while
the cost of material must be determined by the probable level of
prices at which we have estimated that British steel of the kinds
used, viz., mainly structural sections and plates, can be landed in
India during the period of protection. In our previous reports, we
bave set forth at length the reason why it is impossible to frame a
detailed estimate of the cost of fabrication and in particular of the
overhead charges. We have received no detailed figures from firms
other than the two already mentioned and we have no alternative
but to frame car estimatc on a vonsideration of the costs supplied
by them. On the whole, we think that Messrs. Jessop and Com-
pany’s estimate which provides for a reduction of Rs. 7 in the cost
of fabrication, as compared with the figure taken by us in our first
report, is not unreasonable; the fabrication cost includes profit at 9
per cent, on the value of output but very little depreciation. We
think that we shall be justified in treating Rs. 110 per ton as the
representative cost of fabrication in present conditions. Messrs.
Jessop and Company’s representative stated that if the present out-
put were doubled, there would be a reduction in costs of about
Rs. 20 per ton. In view of the fact that our proposals cover a period
of seven yeaiy, some allowance on this account would appear to be
necessary. We find, however, thai the Engineering firms actually
receive for bridgework a price about Rs. 6 per tont lower than the

* In this chapter ‘¢ the cost of producing fabricated steel >’ includes over-
head charges and a reasonable allowance for profit and is equivalent to the
fair selling price.

+ See Table XXXI.



86 CHAPTER X.

price of similar imported material, the difference being presumably
due chiefly to railway freight disadvantage in the mawe distant
markets. This disadvantage may reasonably be set off against any
probable further reduction in the cost of fabrication. We are now
in a position to summarize our estimate of the fair selling price of
Indian fabricated steel. The figures are as follows: —

Rs. perton of
fabrioated steel.

Material, 1-1 ton (including 10 per cent. for wastage). 1174

Duty on 1'1 ton . . . . . . . . 212
Fabrication . . . . . . . . 110
248-6

‘We have assumed, as in our 1925 report, that structural sections
and plates will be used in fabrication in the proportion of three to
one. The prices taken for those materials are the landed prices
without duty shown in Table XVTIIL, paragraph 83; when taken in
these proportions the average cost per ton of material used is
5. 106-75. The average basie duty per ton of material in the same
proportions is Rs. 19-25.

151. We think these figures comparable with the figures
we  have adopted as the average prices
of iwmported bridgework., In his oraF evi-
dence  Messrs, Jessop and Company’s re-
presentative stated thut while the present prices and the present
duties on rolled steel apply the figure Rs. 263 might be taken as
the fair selling price of bridgework snch as 40-foot girders. The
figure of Rs. 212 without duty which we have taken as typical of the
vost of imported bridgework is based on a consideration of the cost
of importing 60-foot pirders. Arn examination of Messrs. Jessop and
Company’s list of orders for the lust three vears indicates, however,
that there is practically no difference in the selling price per ton
between 40-foot girders and G0-foot girders. It appears safe, there-
fore, to assume that the fair selling price of fabricated steel of
the kind with which we are dealing will be about Rs. 248 per ton
as shown in our estimate in the last paragraph. The cost of the im-
ported fabricated steel has been found to be Rs. 212 per ton without
duty. We therefore conclude provisionally that the duty required
is approximately Rs. 86 which amounts to an ad valorem duty of 17
per cent.

Provisional conclusion
as to duty required.

152. We now turn to consider the arguments set forth by the engi-
Allogation that Indian VCEYINg firms in their aF lications. It is
firms eannot com]pete with tlleged that the price at which British fabri-
foreign material at pre- cated steel can be imporied even with a 25
sent duty. per cent. duty makes it impossible for the
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Indian product to compete and that orders which should go te
Indian fisms are placed abroad. We have received practically no
evidence In support of this view, Of the four cases, cited by
Massts. Burn and Company, of contracts lost to the Indian engineer-
ing firms two are orders placed by railways in the south of India.
But, owing to the freight charges which must be paid by Calcutta
firms tendering for contracts with the railways in the south of Tndia
or Burma, cases must occasionally occur in which orders are placed
abroad and it does not, therefore, appear that the fact that two
orders were placed in England by the railways in South India is of
any special significance.  The third case 1s the contract for 53
spans of 94 ft. 6 in. placed by the North Western Railway to which
we have alreudy referred. Messrs. Burn and Company tendered
for this contract but could not guurantee delivery of the first two
girders for six monihs or complete the order under two years and
seven months, [t is therefore probable that this order was lost
to Tndian manufacturers not purely on the question of price. There
remains only an order for the construction of paint and upholstery
shops at Pahartali placed by the Assam Bengal Railway Company,
and we feel that this is insufficient evidence to justify any general
conclusion that the present mnount of protection is insufficient. In
the current year (1926) orders in connection with the construction
of the Vizagapatam harbour have been placed with Messrs. Jessop
anid Company, while both this fitm and Messrs. Burn and Company
have also compeled with success for railway orders in Burma and
Madras. Thus the statement that under the present scale of duty
the Indian manufacturers cannot compete with imported fabricated
steel does not appear to us to be established.

153. Nor does an examination of the figures relating to the import
. of fabricated steel lend any support to the

Sté:ﬁpm‘t of fabricated ., ention that the Indian industry is affect-
ed severely by competition from abroad. We

have ascertuined from the Trade Returns that the total amount of
fabricated steel imported into India in 1925-26 under the heads
‘“ heams, channels, pillars, girders, bridgework  and ** plates and
sheets 7 was 18,097 tons.  The outturn of fabricated steel from
Messrs. Burn and Company’s and Jessop and Company’s shops in
1925-26 amounied to 17,349 tons. This, however, is but a small
fraction of the steel fabricated in India. We find that the total
amount of unfabricated protected structural sections and plates pro-
duced in or imported into India in 1925-26 was about 230,000 tons
and a considerable proportion of this is converted in this country
into some form of fabricated steel. 'The Indian Kngineering Asso-
cintion includes ahout 40 engineering firms in its menbership and
even though the oulput of all is not on the sume scale as that of
Messrs. Burn and Company and Messrs. Jessop and Compun{, the
total production must be large. ¥urther, in Governnient and rail-
way workshops also sleel is fabricated on u considerable svale.  We
have not had an opportunity of examining the orders placed abroad
by the various 1‘ai}lwa,ys in such detail as (o enable us to determina
the total amount of such orders or whether any considerable propor-

G
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tion of them could have been entrusted to firms in India, but it has
been admitied by the engineering firms in evidence that some of the
requirements of India in respect of fabricated steel cannot be
met by Indian engineering firms at present. It would not, there-
fore, appear that an import of 18,000 tons is excessive or is any indi-
cation that the scheme of protection has failed. Messrs. Burn and
Company have drawn attention to the fact that in the current year
there has been some increase in the amount of fabricated steel
imported. On an examination of the Trade Returns we find that
in the first six months of 1920G-27 there has been an increase of about
2,800 tons in the import of fabricated beams, channels, pillars,
girders, bridgework, plates and black shects, over the figures for the
same period 1n 1925-26. This increase, however, need occasion no
alarm. The import of fabricated steel depends largely on the num-
ber of large engineering works which are under construction and
must necessarily vary considerably from year to year. Moreover in
the same two periods, notwithstanding the steady increase in the
output of Indian rolled steel, the imports of steel have increased
from about 380,000 tons to about 460,000 tons and the some reason
which accounts for the general increase in the import of rolled steel,
viz., increased general consumption, may also account for the
increase in the 1mport of fubricated steel. No evidence has been
received that the increase in imports has resulted in fewer orders
for Indian firms; on the contrary the orders received by Messrs.
Burn and Company in the first quarter of the year 1926-27 show
some inerease over the corresponding figure for the year 1925-26.
‘We believe that the number of cases in which Indian engineering
firms have been deprived of orders by Kuropean competition are
comparatively few. I{ has been stated by the Indian Stores Depurt-
soent that no .orders for fabricated steel with which the
Department has had to deal have recently been lost to Indian
manufacturers, and we have no reason to suppose that the
number of orders secured by them would be substantially increased
by enhanced protection. It is true that none of the firms which
have applied for enhanced protection are working up to their full
output; this, however, is due rather to the general increase in pro-
ducing capacity of engineering firms in India which occurred
during and after the war than to increased European competition.
We look for a steady improvement in their business as the Railway
programme of construction develops.

154. The facts relating to the present state of the fabricated steel
pri(i:m;ia:ri;;gxzxq of dselllgzug industry can best be ascertained by a com-
o oot 4 anc parison of the selling prices in the last half
;,”;i‘f{gf,?;gr‘ff 1,-’1§°dt‘f,?“;’;n‘,’§ of 1924 with the selling prices for the first
years. . _ s1x months of 1926 and relating them to the
costs of production so far as they ¢an be ascertained for the same
period. At our request, Messrs. Jessop and Company have supplied
us with a summary of all orders booked by them %rom the beginnin
of 1924. Our reports throughout have been based on bridgewor
and we shall conline our comparison to this class of product. It
will be convenient at this stage to consider only railway bridgework
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which appears to respond readily to both internal and external com-
petition. The comparison is given below in tabular form:—

Tapres XXXI.

,! Price i Price
1924-25; | Order. per 1928, i Order. per
ton. | ton.
. |
| |
Rs. | Ra.
18tk irocember, 1924 | 60 gpans 320 |22nd May, 1926 . | 60" spans 280
5th January, 1925 .| 60/ ,, 320 | 8th April, 1926 .| 40, 260
26th January, 1925 .| 60’ , 300 |18th Junc, 1926 . |40’ , 260
Bth November, 1924 , | 40’ ,, 280 i
18th December, 1924 | 40’ ,, 300
"Average 3 304 cene . 260

The average reduction in price is therefore Rs. 44 per ton. In our
first report in 1924, we took the cost of production of fabricated steel
as Rs. 310 and this was accepted by the engineering trade; Messrs.
Jessop and Company have given the figure of Rs. 253 per ton as the
present cost of production. While, therefore, selling prices have
fallen by Rs. 44 por ton, costs of production have fallen by Rs. 57
per ton; in other words, the engincering firms are better oft by
Rs. 13 per ton than in 1924. The figures given in this table also
show that on an average {he engincering firms realize about Rs. 6
below the fair selling price which the duty is intended to secure to
them. We have already referred to this matter and have taken into
account the lower price obtained in determining the future fair
selling price.

155. We bave now examined the reasons which have been ad-
vanced for an increase in the protective duties
and we consider that there is nothing in the
present position of the engineering industry which necessitates any
modification of our provisional conclusion in paragraph 151. We
accordingly recommend a basic duty of 17 per cent. ad valorem on
fabricated stecl in place of the present duty of 26 per cent. The
amount of protection recommended to the fabricated steel industry
in our first report was Rs. 62% per ton of which Rs. 33 was to
compensate for the duty on the unfabricated steel and Rs. 29 per ton
was substantive protection. We have now found that Rs. 86 per
ton is required, of which Rs. 21-2 is compensatory protection and
Rs. 14'8 substantive protection. There is thus a fall of Rs. 14-2 per
ton in the substantive protection recommended as compared with our
previous proposals. The reduction is accounted for by the fact that
the price of imported fabricated steel has not fallen in the same

The amount strictly necessary was Rs. 60, but a margin of Rs. 2 was
allowed, ' i

Recommendations.
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proportion as the Indian costs. If the 1923 price of imported mate-
rial (Rs. 250 per ton) had fallen in the proportion of 810 #o 248 (the
Indian fair selling price in 1928 and under our present
proposals  respectively) the import vprice would be only
Rs. 200 per ton, i.e., Rs. 12 per ton Jower than the ac-
tual price. This accounts for nearly the whole reduction of
Rs. 14-2 per ton in the substantive protection; the remaining Rs. 2:2
per ton is practically equal 1o the allowanee of an extra Rs. 2 per
ton m our first scheme.  The evidence which we have recoived indi-
cates that the imports of fabricated steel are almost entirely from
the United Kingdom. We cannot, however, overlook the fact that
if no additional dulies are imposed on Continental fabricated steel,
the protection which we have proposed for the Indian Steel industry
may be rendered ineffective. Ior it is obvious that ordinary rolled
steel manufactured on the Clontinent might with slight manipu-
lation be passed as fabricated steel if the duty were only 17 per
cent. We accordingly propose thal on steel which is not fabricated
in the United Kingdom from British rolled steel, an additional duty
of Rs. 13 per ton be imposed, which should be variable by the Gov-
ernment after examination of the course of prices,
156. We see no reason to treat the coal tubs, tipping wagons and
, light switches which are dealt with in
UPPINE  egsrs, Parry’s application differently from
the other forms of fabricated steel which we
have already discussed in this Chapter. Restriction of demand
appears to us to be the main trouble from which this indus-
try is suffering at present; with an improvement in the coal trade
and an increase in railway construction, irrigation and similar
works, the greater demand for this class of product should enable
the cost of production to be substantially lowered. In the course of
our enquiry in 1923, il was stated in evidence that the cost of fabri-
cation is steadily going down but it will be observed from the table
below that {he reduction in price is covered almost entirely by the
reduction in cost of steel.
Tasty XXXII,

Coal  tubs,
wagons, etc.

E 1924, 1926, Reduction,
!
! Rs. Rs. Rs,
Average selling price of ' ) .
; ’ | : 33 ;
Tipping wagons . Parry’s wagon . . 149 133 b
Cost of steel per wagon . 60 45 5
Average selling price of ]
Parry’s coal tub . 133 17 18
Coal tubs .
Approximate cost of steel !
pertub . ! A1 30 £
Average selling price of imported wagon . 120 106 14

' » “ tub . 110 95 15
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There iy, therefore, no reason to suppose that present prices are
pitched at an unduly low level. We consider that the reduction in
the number of orders received by Messrs. Parry and Company up to
the end of 1925 is probably due to the depressed state of the coal
trade and to temporary slackness in construction work. This view is
confirmed hy the Trade Returns. Messrs., Parry give the number of
tipping wagons sold in the first half of 1925 as 419 which in the
second hall of that year fell to 167, We find under the heading
“ (favriages and carts not mechanically propelled, protected (exclud-
ing railway carriages, trucks, ete.)”” in the Trade Returns that
whereas in the first half of the calendar vear 1925, 393 such vehicles
(which include coal tubs as well as tipping wagons) were imported,
the number in the second half had fallen 1o 266. 'We have received
no evidence that the financial results of thisx industry are so unsatis-
factory as {o justify more favourable {reatment than we have pro-
posed for other fabricated sieel. The additional duties which we
propose on imports from countries other than Great Britain are, m
our opinion, sufficient to safeguard this industry against Continental
competition.

We set forth the effect of our proposals on the duties of each im-
ported article:

Tanre X XXIII.

it g Additional Pro:ent
7 L3 W duty at Total dutv daty 25
’Ip(:r,cen.b.. Rx. 13 per proposed per oent.
o HER ton. ad ralorem.
R Rs. Ra. R,
Tippiag wagons 122 42 16+4 18
Coal tubs . . 109 | 40 149 16

Since the costs of production of each article will be somewhat
iowered by the reduction which we have proposed in the duties on
rolled steel, the ability of the Indian manufacturer of coal tubs and
tipping \\»'agou.s to meet Continuental (:o.mpelition will remain prac-
tically unchanged. Similarly, we believe that the duty we have
proposed for fabricated steel will :jftord Sllﬁl.(‘lent protection to the
manufacture of switches and crossings for light railways.
157. Messrs. Burn and Company have drawn our attention to the
Points and crossings 1act that it has heen proposed to standardise
for medium and heavy the designu for points and crossings for rails
rails. above 30 1bs. and that in consequence thev
have installed a modern plant for more economical production.
They apply therefore for protection of these products on th.'ejscale
approved for other fabricated steel.  We see no veason to differen-
tiate between points and crossings for heavy rails and other forms
of fabricated steel and we, therefore, vecommend that the same duty

be applied.
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158. In their resolution No. 221-T (2), dated 14th August, 1926,
Shipbuilding on the subject of the grant of protection to the
Shipbuilding mdustly, the Government of

India accepted the finding of the Tariff Board that the duty on ships
and other vessels for inland und harhour navigation whon imported
in parts should be 10 per cent. ad valorem sub}ect to « minimum of
Rs. 36 per ton. They pointed out, however, that this
minimum rate may 1eq1ure modlﬁ(-atmn as a result of the
present statutory enquiry into the Steel Industry. At the
time when our report on the Shiphuilding industry was written,
the protective duiy on structural sections and plates was Rs. 30
per ton. 'We have now proposed basic duties of Rs. 19 and Rs. 20
per ton respectively. The duties on the material used in ship-
building have therefore been reduced by approximately one third
and it follows therefore that the minimum compensatory protechon
should also be decreased in the same proportion from Rs. 35 per ton
to Rs. 23 per ton. We belicve that fabricated steel parts for ships
are not imported on any scale from the Continent. We think,
however, that as a pre(,‘mtmn'lrv measure, the additional duties
which we have proposed on Continental structural sections and plates
should also be imposed on fabricated steel parts for ships imported
elsewhere than from Great Britain. As the material used in the
construction of ships is mainly plates, on which we have proposed
an additional duty of Rs. 16 per ton. the additional duty on fabri-
cated steel parts of ships imported from elsewhere than Gireat

Britain should, after allowing for wastage in {abrication, be Rs. 17
per ton.

159. Spikes and tie bars still require to be dealt with. We recom-

mend that the principle embodied in the pre-

Spikes and tie bars. sent prolective scheme should he adhered to,

namely, that these articles should be qub]eci

to the same duties as hars. The basic duty would thus he Rs. 26
per ton and the additional duty Rs. 11 per ton.

160. 'We have already referred to the fact that evasion of the pro-

Necossity of a minimum tective duties on rolled steel may sometimes
duty, ¥ he effected by some slight machmmo- result-
ifig in the classification of such steel as fabri-

cated, Turther, it is nlear that if the duiv on the rolled steel out
of which the fabricated articles are manufactured, is greater than a
17 per cent. duty on the value of such steel, the Indian manufacturer
might, if the extent of Lhe fahrication is qmnﬂ be at a disadvantage
as compared with the foreign manufacturer to the extent of the
difference hetween the two duties. We therofmp propose that the

ad valorem basic duty should be subject to a minimum caleulated on
the duty for rolled steel.

161. For convenience we set forth our recommendations in tahular

1
Summary. }oluu the items heing lisfed in the order in
which thev occur in the Tariff Schedule.
The minimum hasic duties and the additiounal duhos on such articles
as fabricated sections, as distinet from structures, cor respond with
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the duties proposed for rolled steel with an allowance of 10 per cent,
for wastage.

Tasre XXXIV.

Basic puTy,
N f Astil dAdditiozw,]
Names of Articles, . uty Rs. por
Ad vglorem miz&fﬁ: of ton.
per cent. Rs. per ton.
Conveyances.
Coal tubs and tipping wagons 17 29 13
Iron.
Angle, channel and tee, fabricated ,
17 21 12
Steel.
Angle and tee, all other sorts, and
beams, etc., fabricated . 17 21 12
Railway track material—
Spikes and tie bars | . - L Specific 26 11
Switches, crossings, etc.—
(e) for rails 30 Ibs. end over per
vard , . . . . 17 14
(%) for rails under 30 Ibs. per
vard , . 17 29 12
Structures . . . . . 17 22 13
Iron or Steel,
Pipes and tubes, ete., if riveted or
otherwise built up of—
(a) plates . . . . . 17 22 18
(1) Galvanized sheets . . 17 42
(¢) Other sheets . . . 17 39 26
Plates; all kinds, fabricated . . 17 22 18
Sheets, fabricated—
(@) Galvanized . . . . ' 17 42
() Not galvanized or coated
with other metals . . 17 29 26
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Legislation.

162. Kresh legislation will be requived to give effect to our pros
posals and it is desirable to explain in some
detail the objects which the legislative enact-
ment should be designed to seeure.  Our
scheme contemplates the imposition of two sets of duties, one of
which we have described as basic and the other as additional. The
former will be applicable to all steel from whatever country im-
ported and the latter only to imported steel of non-British origin.
For reasous which we have already explained in parvagraph 108 we
propose that the basic duties should remain in force during the
whole period covered by our scheme and should notl be liable to
alteration. The legislation should provide that these duties ure
definitely fixed. On the other hand, owing to the uncertainiy of
future prices of Continental steel, {the additional duties should be
liable to varialion during the protective period, and though in the
first instance they should also be fixed by the Tegislature. the
(Fovernor General in Council should be vested with the power to
viry them in either direction on a consideration of variations in the
price of non-British steel. Our proposal, therefore, differs from the
present scheme in that whereas nunder section 2 (1) of (he Steel
Industry (Protection) Act of 1824 power is conferred to raise the
duty on steel imported from ‘all sources or from any particular
country or countries, it iz mow recommended that the Governor
General in Counecil should be empowered not only to raise bul also
to lower the additienal duties on mon-British steel. should
circumstances justify such a course. 1t will also be necessary to
empower the Governor Greneral in Couneil to impose additional
duties on those kinds of stee]l which under our proposals are only
Hable to basic duties—as for example galvanized sheet--—should
circutnstances so change as to lead to any considerable import of
these articles from elsewhere than Great Britain at prices lower
than those on which our proposals are based. Though we do
not contemplate (hat the additional duties should he varied to
meet slight or temporarvy changes in the price of Continental
material, it appears to us important that when circumstunces
indicate that a change in duntv is required, there should be no un-
necessary delay in arriving at a decision or in giving effect fo if.
For this reason we consider that no formal or public enquiry shoulid
e held before an additional duty js varied. Nor should it he
necessary to secure fresh legislative sanction for any variation pro-
posed. The normal course of trade will .bo, less affected if the neees-
vity and extent of changes in the additional duties are determined
on ap examination of the course of import prices, without any formal
or publie enquiry of the kind nndertaken under the present schonse,
Our esperience of the working of the scheme has shown that the
o)

Basic and additional
duties.
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evidence as to prices iy ample, easily secured and reliable, The
Tata Tron and Steel Company and the large importing houses in the
principal ports have throughout our enquiries willingly supplied
us with correct information every month und we have no doubt that
they would be equully ready to supply it to the (Government ‘if re-
quired to do so. The Customg authorities are also in close touch
with foreign prices. The trade journals quote export prices which
furnish a basis of comparison with the information gathered in
Tndia. With such evidence at the disposal of Government, we
foresee no difficulty in the adoption of prompt and effective action
to meet the requirements of the situation from time to time.

163. Tt is clearly necessary that legislation should be so framed
as to eliminate the possibility of evasion of
the additional duties by shipping Continental
steel from British ports. As we have already
pointed out, the closer approximation of the price of British Stand-
ard steel to that of Continental steel which has recently occurred,
venders it improbable that this method of evasion would be attempt-
ed except perhaps in the case of plates and black sheets.
We think, therefore, that it should be provided that the additicnal
duties should be imposed on steel of non-British origin and thal
power should bé taken by the (fovernor Gteneral in Council to pre-
sczibe the conditions in which steel shall be deemed to be of British
origin for the purpose of this Aet. Among the conditions which
mayv be laid down it is suggested thal for the reasons indicated
i paragraph 104 steel shall be deemed to he of British origin
when the whole of the rolling and finishing processes from the
stage of bloom, billet or sheet bar have been carried out in Great
Britain or in the case of fabricated steel, when such steel is used
for fabrication. Tt is also suggested that all steel shipped from a
port other than a British port should be presumed to be of non-
Rritish origin unless the contrary is proved.

164. The present Steel Industry (Proteetion) Aet sanctions the
e imposition of.duties on imported steel and the
Continuation of the it of hounties on Indian steel for a period

policy of protection. =

of three years. Although the acceptance of
the policy of protection as regards the Tndian Steel industry is de-
clared in the preamble to the Act and provision is made in section
6 for an enquiry into the necessity for the continuance of protection
after March, 1927, the duties and bounties, as provided under the
Act, terminate automatically at the end of three vears. There is
no definite statement in the Act that the protection will be con-
tinued, if mecessary, at the expiry of this period and from the
evidence which we have received it is clear that the public is not
convinced that such is Government’s intention. We have already
stated our view that the object of protection will not be fully
attuined unless Tndia becomes self supporting in regard to those
kinds of steel which experience shows can he manufactured in this
countyy; as we have explained in the previous chapter this will
not be possible so long as fresh capital is nat attracted to the industry

Possibility of evasion of
duty.
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snd there is but one steel works in the country. It is, therefore, =
mnatter of great importance that, so far aus possible, the public
sliould be reassured as to the future of Indian Steel industry by the
form of the legislative enactment. We think that no period shoulgl
be fixed at the end of which the duties now proposed should termi-
nate. The Act should provide that the basic duties should remain
in force until they have been reduced, increased, or otherwise
modified, after a statutory enquiry held not earlier than the year
1983-34. At the same time, both the preamble and the operative
part of the Act should be so worded as to leave no room for doubt
tliat assistance will be extended to the industry even after the
expiry of the seven year period, if the conditions are such as to
justify such a course.

165. The future of the Steel industry largely depends on the for-
mation of a reserve sufficient not only to
provide against the depreciation of the exist-
ing plant bui also to enable the most modern inachinery to be
mstalled. In order to ensure that adequate sums are set aside for
depreciation and that the funds so provided are not diveried to
other objects, power should be taken to frame rules prescribing the
amount which should be set aside from time to time and the manner
in which such amount may be expended. Although no immediate
exercise of the power may be necessary, it appears to us expedient
for (Government to arm itsclf with such power to be exercised
should occasion arise.

Compulsory depreciation.

166. In concluding this report we desire to emphasize the inter-
Necessity of considering dependence of the several duties which we
the proposals as & whole have recommended and that, although our
proposals cover a variety of products, it 1is

impossible to separate each proposal and confine attention to it
alone. The figures of works costs and the distribution of the over-
head charges and profit, which to a large extent govern the amount
of protection required, presuppose an approximate allocation of
output between the various clasges of finished steel. This allocation
is determined on a consideration of economy in working arrange-
ments and of the market for the various classes of finished product.
Tt is obvious, therefore, that a change in any one duty so con-
siderable ns to necessitate a material re-distribution of outpud,
nuight have the effect of seriously disturbing the calculations on
which other duties are based. Tor example any reduction of duty
on galvanized sheet which would curtail the output might well
raise the works costs of black sheets from which galvanized sheets
ave produced. Turther, the rolled steel industry is a basic industry,
end it naturally follows that any change in the proposed duties on
rolled steel will affect the proposals for other industries also. We
can best illustrate our meaning by referring to the comnection
hetween the engineering jndustries and the rolled steel industry.
%e have assumed that under onr proposals the Tata Iron and Steel
Company will be able to mzmutI;cture and sell at a reasonable
profit, certain quantities of structural sections, ordinarily used by
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the engineering industries. If the protective duties on those sec-
tivns were raised, a corresponding increase would be required in
the duty on fabricated steel. On the other hand, if no protection
were granted to the fabricated steel industry, the sule of structural
sections might be so vestricted as to compel the Steel Company to
roll larger quantities of bars or other products, which could wot be
disposed of except at lower nett prices in the more distant markets.
Thus it would be difficult to foresee the exact financial effect of
any substantial change in the duties' mow proposed without a re-
examination of the whole position, and we therefore suggest that,
so far as may be found possible, our proposals may be considered
not us separate recommendations as to the duty appropriate for each
class of steel, but as a considered and conncected scheme for the
graut of protection to the Steel industry as a whole.



CHAPTER XII.

Summary.

167. We summarize below vur recommendations regarding rolled
steel and fabricated steel. Our proposals
in respeet of the maunufacture of tinplate
are contained in Chapter XIX of Part II of this report.

(1) A review of the progress of the Steel indusiry during the
past three vears clearly shows the success of the policy of protec-
tion adopted in 1924. While the assistance given has been in no
way excessive, it has substantiallv improved the position of the
Tndian Steel industry. ‘

(2) The output of finished steel at Jamshedpur was about
163,000 tons in 1923-24. The output in 1926-27 will probably be
abont 330,000 tons. We estimate thal the output in the next seven
years will average 500,000 tons and that the output in 19838-34 will
be 600,000 tons of finished steel.

(3) The costs of manufacture have fallen us the output of steel
has visen and we expect the reduction of costs to continue.  The
average works cost of all finished steel was Rs. 126°5 per ton in
1923-24.  Although the manufacture of the more expensive articles
such as black sheet and galvanized sheet has commenced only since
1923-24, the average cost of all steel in August, 1926, was as low as
Rs. 984 per ton and we anticipate that the average cost in 1933-34
will be only Rs. 78-8 per ton.

(4) An allowance of Rs. 39 per ton of finished steel will be ade-
quate for overhead churges and fair profit for un average output
ot 500,000 tons during the next few years.

Summary.

(5) If the rupee price of imported steel had remained at the
1923 level, little or mo protection would be required. Prices of
imporied steel have, however, fallen substantially and unless pro-
tection is continued, it will not be Fossible to manufucture and sell
Indian steel in competition with the imporled product; the conti-
nuance of protection is, therefore, necessary.

(6) The payment of hounties should no longer form part of the
scheme of protection.

(7) Competition in certain products comes alwost entirely from
thie United Kingdom, and in others from the United Kingdom and
the Continent. We regard it as probable that the prices of British
steel in the future will be fairly stable, but the course of Contin-
ental prices cannot be foreseen.  On economic grounds, therefore, it
is advisable that two scales of duties be hposed, a basic duty fixed
with reference to the price of British steel and an udditional duty
based on the margin between British and Continental prices,

(9% )
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allowance being made for the difference in quality between the two
kinds of steel. The basic duty will be levied on steel coming from
all countries while the additional duties will be confined to non-
British steel.

(8) A double scale of duties will best serve the economic welfare
of the country generally and lead to an equitable distribution of the
burden over the different classes of consumers, and at the same time
ensure the stability of the scheme of protection.

(9) We have considered the question of recommending ¢ anti-
dumping ’ duties, and we are of the opinion that the imposition of
such duties is impracticable.

(10) We believe that by 1933-34, the Indian industry should be
able to meet British competition without the assistance of any pro-
tective or revenue duty, but that if Continental prices remain at
their present level some measure of protection may still be required.

(11) While no time limit should be fixed for the continuance of
the policy of protection, the busic duties should remain in force
until increuse({), reduced, o olherwise modified after a statutory
enquiry to be held not earlier than 1933-31,

(12) The additional duties may be reduced or raised during
the period if the prices of non-British steel justify the change.

(13) The scheme of protection is not only adequale for the
existing firm but affords the necessary encouragement for the ex-
pansion of the industry, provided that the Act giving effect to the
proposals makes it clear that protection will be continued so long as
economic justification for it exists.

(14) The scales of duties recommended involve o distinetly
smaller amount of protection than the existing scheme, and the
price of steel in India should be Tower thau at any period since the
greal war,

(15) We are of the opinion that power should be tuken by the
(Governor General in Council to ensure that proper provision for de-
preciation is made from time to time.

(16) The low level of duty proposed ou rails is justifiable ouly
if the Grovernment arrange to purchase the whole of their require-

ments of rails in India so far as they can be produced in the
country.

(17) Tt is essential in the interest of the Tndian industry that
railways should encourage the use of Indian structural steel by ve-
vising the designs for bridges and other structures so as to permit
of the utilization of the maximum amount of steel manufactured
in India.

(18) The conditions of employment of Indian labour at Jam-
skedpur are found to be satisfactory, and good progress is being
made in the appointment of Indians to the higher technical posts.

(19) Partly as a result of the recommendations regarding the
duties required on rolled steel, it is proposed that in place of the
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present 25 {)er cent. ad valorem duty on fabricated steel, the basic
duty should be 17 per cent. ud valorem and that an additéonal duty
of Rs. 13 per ton should e imposed on fabricated steel imported
from elsewhere than the United Kingdom.

168. We recommend the imposition of

R dations. . .
coommendations the following dutiest:—
Product. : Basic duty. | Additional duty.
- . — ‘
| Rs. per ton. ! Re. per ton.
Rails 30 Ibs. per yard and over I 13 |
| !
Fishplates for above 1 ' Revenue duty. (Minimum , .
Rs. 6 per ton).
Structural  sections (including 19 11
wronght iron),
Bar and rod ({including wrought ! 26 11
iron) Spikes and tie bars, Rd,l]b ‘
ucder 80 lbs, per yard and figh-
plates for same. ‘ :
Plates . . . . 4 20 ! 16
Ordinary sheets . . . . 35 i 24
{
Galvanized sheet. . . . . i | .
: 1
Steel sleepors . . . ; 10 |
Fabricated steel structures® . 117 per cent. ad valorem i 13
(mlnimum Rs. 22 per
_ ton).
Coal tubs and tipping wagons i Ditto. 13

| !
) I

* The minimnuwm basic duty and the additional duty on fabricated steel of
other kinds vary according to the duties on the kinds of rolled steel used.

+ The proposed sections of the Tarifl Schedule emhbodying the Board’s re-
commendations in detail are shown in Annexure B.
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CHAPTER XIII.

Introductory.

169. Under the provisions of the Steel Industry (Protection Act
of 1924, protection was granted to the Tin-
plate industry in India by the imposition
of a duty of Rs. 60 per ton upon all imported tinplate and on
the 27th February, 1926, following an enquiry by the Tariff Board
in the latter part of 1925, this duty was raised to Rs. 85 per ton.
At the same time, the existing 15 per cent. ad wvalorem duty on
imported tin was replaced by a specific duty of Rs. 260 per tonm,
the change resulting in a reduction of the duty by Rs. 305 per ton.

170. Section 6 of the Act referred to above provided however that
an enquiry should be held before the Slst
of March, 1927, into the question whether
the protection accorded to the Steel indus-
try of which the Tinplate industry forms a part, should be con-
tinued, snd in accordance with this section the (Government of
India ordered the re-examination of the position by the issue on
the 3vd April, 1926, of the following resolution:—

" The atiention of the Tariff Board is drawn to the fact that
the Steel Industry (Protection) Act, 1924, will expire
on the 31st of March, 1927, and it is requested to re-
examine the measure of proteclion afforded to the
various articles covered by the Act and by Act VIII
of 1926. It will report in respect of each class of
article whether it is still necessary to continue protec-
tion, and, if so, whether the measure of protection now
given should be increased or diminished or whether the
form of the protection given should be altered. In mak-
ing its recommendations, the Tariff Board will take all
relevant considerations into account, including that
stated in part (b) of the Resolution adopted by the
Legislative Assembly on the 16th February, 1923, and
if 1t thinks that in any case the assistance required can
most suitably take the form of bounties, the source from
which {he money for the bounties can be obtained should
be discussed. In dealing with the Tinplate Industry
the Board will bear in mind its own observations* in

Introductory.

The Government Resolu-
tion.

* The observations of the Board were as follows : —‘* It would be premature
to cxpress a confident opinion, when the manufacture has been carried on
far only one year, as to the eventual ability of the industry to dispense with
protection altogether but the success hitherto attained is sufficient to justify
the hope that 1t will do so. It is satisfactory that tinplate of good quality
was produced almost from the start, that six mills are now operating with
practically the same covenanted staff, as were employed on two mills a vear
ago and that work was carried on practically continuously throughout the hot
weather. Tn one or two years’ time it should be possible to form a definite
opinion on the subject, hut meanwhile the prospects are sufficiently favourable
to warrant some assistance from the State.”

( 101 )
H2
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paragraph 31 of Chapter IV of the second portion of
its First Report, The Board will also bhe at liberty
to examine the claims for protection of industries mak-
ing steel products which do not come within the scope
of the present Act and to report whether, having regard
to the principles laid down in paragraph 97 of the
Report of the Indian Fiscal Commission, such claims
should be admitted.

¢“ 2. Firms and persons interested in the Steecl Indusiry or
industries dependent on the use of steel, who desire that
their views should be considered by the Tarift Board,
should address their representations to the Secretary to
the Board.

“ 3. The Government of India are specially anxious that the
Tariff Board’s report should be submitted not later than
15th October, 1926.”

171. Following the issue of this Government Resolution the
' Bouard, on the 16th April, 1926, published
the communiqué reproduced below, outlining
the scope of the enquiry, enumerating the steel articles with which
it would be concerned, and inviting the opinions of the firms or
persons interested in the enguiry.

Bourd’s Communigué.

“ Iln the Resolution of the Government of India in the Com-
merce Department No. 260-T., (64), dated the 3rd April,
1926, the attention of the Tariff Board was drawn to the
fuct that section € of the Steel Industry (Protection)
Act, 1924, provides that, before the 31st March, 1927,
an enquiry shall be made as to the extent, if any, to
which it is necessary to continue the protection of the
Steel Tndustry and as to the duties and bounties which
are necessary for the purpose of conferring such pro-
tection.

‘2. The Board will proceed to examine this question. Per-
sons or firms interested in the manufacture of the
articles enumerated below who desire that the protec-
tion granted by the Act should be continued after 81st
March, 1927, are requested to submit representations
stating—

{1) the grounds on which they consider the continu-
ance of protection necessary in respect of the
articles in which they are interested;

{2) whether they consider that the measure of pro-

tection now given should be increased or dimi-
nished ;

(3) whether any protection which may be found neces-
sary should be given by means of protective
duties or bounties.
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The articles fall under the following heads:—

Rolled steel (including beams, angles, chaunels,
plates, bars and rods, sheets black und galvanized,
rails and fishplates).

Tinplates.
Wire and Wire Nails.
Fabricated steel.

Railwuy wagons and underframes,

8. The general question of the fitness for protection of an
industry making steel products, the claims of which to
proteciion have already been admitted, will not be
reopencd. No further examination of this point will
therefore be made, except to the extent to which it has
been specifically reserved for further investigation by
the Government of India or by the Board, e.g., in the
case of the Tinplate industry.

4. The scope of the present enquiry is not necessarily limi-
ted to the articles enumerated in paragraph 2 and the
Board are at liberty to examine any claims which may
be put forward for the protection of industries making
steel products which do not c¢ome within the scope of
the present Acts and to report whether, having regard to
the principles laid down in paragraph 97 nf the Report
of the Indian Fiscal Commission, such claims showld
be admitted. Any persons or firms interested in such
industries who desire t{o claim protection for them are
requested to submit to the Tariff Board a full statement
of the grounds on which they do so. Their representa-
tions should, in addition to the particulars specified in
paragraph 1, state clearly whether, and, if so, to whai
extent, the industries are considered to fulfil the con-
ditions laid down by the Tiscal Commission in para-
graph 97 of their Report.

“ 5, ANl applications must be addressed to the Secretary ang
reach the office of the Board at No. 1, Council House
Street, Caleutta, not later than the 15th May. After
their receipt, the Board will, if necessary, issue ques-
tionnaires. The applications, the questionnaires and
the replies thereto will then be printed and published,
and the written representations of those who wish to
support or oppose the continuance or grant of protection
will be invited. The dates for the oral examination of
witnesses who wish to be orally examined will be sub-
sequéntly fized.”



104 CHAPTER XIII.

172. The Government of India further invited the attention of
the Board to the following exiract from a

The scope of the enquiry. gpeech made in the Legislative Assembly by
the Hon’ble the Member for Commerce:—

“ As the House knows this matter of protection for the Tin-
plate industry will be investigated again by the Tariff
Board this summer, and I may say quite publicly that
when the Turiff Board do investigate that question, we
propose definitely to instruct them also to investigate
the question of capital invested in this company and to
investigate the question whether that capital ought not
to be written down. It is perfectly true that the Tin-
plate industry has had so far a siriking technical
success in India. I say without hesitation that that
technical success has been quite remarkable. On the
other hand I think there is grave reason to doubt
whether it will ever be a sound and healthy indusiry
in Tndia unless the question of wriling down the capital
of the company is very carefully considered and we pro-
pose to direct the attention of the Tariff Board to that
question.”

Tt will appear therefore from the above extract, from the terms of
reference and from the Board’s Communiqué, that the scope of the
present enquiry does not extend to a re-examination of the whole
question of the protection of the Tinplate industry, but that the
investigation is to be limited to the following points:—

(1) whether the protection granted to the industry should he
continued and, if so, to what extent,

(#{) whother the industry will eventually be able to dispense
with protection, and

(7)) whether the Tinplate Company of India, Limited, is over-
capitalised and, if so, whether any reconstruction of

its capital is necessary.

173. The Tinplate Company of India, Limited, submitted its for-
mal representation to the Board, on the Hth

The Roard’s procedure.  May, 1926, asking for the continuance of
the existing scale of protection. We visited

the Company’s works on two occasions and after a preliminary
examination of the Company on the 2Ist June, 1926, the hearing
of its evidence was completed on the 7th and 8th of July, 1926.
The formal representation and the documentary evidence collected
ap to that date were published on the 14th July, 1926, accompanied
by a Press Communiqué in which we invited representations, both
written and oral, from any persons, who might wish to support
or oppose the Tinplate Company’s application. With the excep-
tion, however, of a vequest from the Tmperial Tobacco (lompany
of India, Timited, that any additional protective duties resulting
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from the grant of protection to the Tinplate industry in India
might not be made applicable to tinplates of 70 lbs. basis weight,
the Boardds Communiqué evoked no response from firms in Tndia.
The only representation seriously opposing the grant of protection
to the industry was one forwar&s;d by the Welsh Plate and Sheet
Manufacturers’ Association which reached the Board on the 3rd
May, 1926. Sir Edgar Jones, K.B.E., came to India on behalf of
this Association and was examined by the Board on the 3rd and
4th August in Calcutta.

I74. Tt is convenient at this stage to explain a difficulty, which
The agreement botwes might have prevented us from proceeding
the Tats Teom ond Stey] With this enquiry at all, and which may
Company, TLimited, and  €VeR Now necessitate withholding the publi-
}Egig'inil,at?tgomp:ng of cation I())f this report. There is an agree
O mited, concérn- ment between the Tinplate Company of
tng the supply of tinbar. 7, 372 and the Tata Tron I:)md Steel é)omgany
for the purchase by the former and the supply by the latter, during
a period of 25 years, of tinbar, the principal raw material from
which tinplate is manufactured. We have explained in our first
Report the main features of this agreement and its bearing on the
position of the two Companies. The price of tinbar is an essential
element of the works costs, but under the agreement it cannot be
ascertained without intricate adjustments which depended on many
uncertain factors, such as the price of tinbar in (3reat Britain on
the one hand, and the cost of production of tinplate by the Tin-
plate Company on the other. The parties themselves have been
unable to construe the provisions of this agreement and the con-
struetion of the agreement is, inler alia, the subject matter at the
present moment of litigation in the Bombav High Court. If we
had to construe it, in order to ascertain the price of the tinbar,
we should, in view of the matter being sud judice, have been com-
pelled to postpone our investigations until afler the termination
of the legal proceedings. Tt has not been necessary for us to adopt
this course. Both the Companies have informed us that this agree-
ment is 10 he rescinded, and a fresh agreement is to take its place
by which, so far as the future is concerned, the price of tinbar is to
be an ascertained figure, not liable to any adjustments, which we
need take into account, or which are likely to have any material
effect on our proposals. We have made it clear to both the Com-
panies, and they have agreed, that our investigations are to proreed
upon the assumption that this fresh agreement materializes and is
given effect to before the publication of our Report.*

175. In the main we have followed the arrangement adopted in
our first Report of 1924 on the rolled steel

Arrangement of the  industry, The report commences with a
Report. brief review of the progress made by the
Tinplate industry in the past three years, and of the results of the
introduction of the scheme of protection. In Chapter XV the

* This agreement has been concluded, vide lettera frogm the two companies
printed as Annexure E,
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works costs of 1924 are compared with those of 1926, an attempt
is made to indicate what further economies are possible in the
future and after considering the probable future cost of produc-
tion, the fair average works costs during the period of protection
are fixed. The other elements in the fair selling price, vtz., depre-
ciation, interest on working capital, head oftice charges, and
manufacturer’s profit are discussed in Chapter X'VI and the question
of the present value of the Tinplate Company’s plant is considered
at length. Chapter XVII deals with future c.i.f. prices and on a
comparison with the fair selling price, the protective duties are
suggested ; the period of protection and the ability of the industry
to dispense with protection are also discussed. The representation
of the Welsh Plate and Sheet Manufucturers’ Association opposing
the continuance of protection is next considered. Finally our
conclusions arc summarized in Chapter XIX.



CHAPTER XIV.

Success of policy of protection: Review of Results.

176. The Tinplate industry affords a notable illustration of the

, industrial progress attainable within a com-

s“cciffofsctﬁl’g}:cy of  paratively short period under the policy of

' discriminating  protection adopted by

Government. The Tinplate Company of India commenced the

manufacture of tinplate at the end of 1922, some eighteen months

before the passing of the Steel Industry (Protection) Act, but

it was not until the year 1924 that all the mills came into operation.

Thereafter there has been a great improvement in the efficiency of

the industry and particularly in the skill of the labour force, which

under the training of Welsh instructors, has rapidly acquired
a knowledge of the various processes in the making of tinplate.

177. When we visited the works in August, 1923, we were in-
Production formed that the plant was designed for an

’ output of 28,000 tons of tinplate. In 1923

the output was just over 9,000 tons; in 1924, the first year in
which the complete plant was-working; an output of 20,763 tons of
tinplate was obtained; in the succeeding year this rose to 29,5565
tons, while if the average for January to March, 1926, is main-
tained, the output will reach 35,000 tons. This is 7,000 tons in

excess of the output for which the plant was designed, and is nearly
four times the production of 1923.

The works costs per ton of finplate have fallen from Ras. 459
in 1924 to Rs. 313 in the first seven months
Works costs per ton.  of ihe current year. Part of this reduction
must be ascribed to the fall in the price
of tinbar, but if we exclude from consideration the nett cost of
the tinbar and tin, the remaining costs have «till fallen from
Rs. 213 to Rs. 138 indicating a very great improvement in practice.
Concurrently with this reduction in the cost of manufacture
L there has heen a noticeable decrease in the
abour.

number of TFuropean employees whose
services were necessary at the commencement of operations in order
to train Indian labour. In 1924, there were 84 Furopean coven-
anted employees; the number declined to 71 in 1925, and at the
present time 58 only are employed®. The improvement in the
quality of Indian labour may be judged from the fact that, not-
withstanding the reduction in the number of the Buropean staff.
Tndian labour costst per ton of tinplate had fallen from Rs. 58
in 1924 {0 Rs. 34 in the early months of the current year, while

output per head had increased from 6-58 tons to 12-29 tons.”

We consider these results constitute a good record of progress
and fully justify the measure of protection granted to the industry.

* Vide Statement X1V,
t+ Vide Statement XV.

( 107 )
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178. Tt must not be thought, however, that the financial results
of tinplate manufacture have been equally
Tinancial results to the successful. Undoubtedly the industry has
Tinplate Company. been passing through critical times and
) though it has survived, and in our opinion,
may anticipate with some confidence a fair measure of success in
the near future, it has survived at a cost to the pioneer Company
of considerable financial losses. According to the Company’s
balance sheets, the loss in 1923 was about Rs. 29 lakhs, in 1924
Rs. 33 lakhs (of which about Rs. 19 lakhs was probably incurred
in the first half of the year and Rs. 14 lakhs in the latter half),
and in 1925 the logs was Rs. 24-7 lakhs. Thus the total loss in three
years was Rs. 87 lakhs of which about Rs. 48 lakhg was incurred
in the eighteen months before the passing of the Steel Industry
(Protection) Act and the balance of Rs. 39 lakhs in the succeeding
eighteen months. Tt seems to us, however, that the figures ob-
tained from the Company’s balance sheets convey a somewhat
srroneous impression ; not only are they complicated by the intricate
arrangements then in force hetween the Company and the Tata
Tron and Steel Company, particularly in regard to the price of
sheet bar, but also by the fact that depreciation is calculated
throughout on the original block valuation. We have endeavoured
therefore, to arrive at an independent estimate of the losses which
the Company has incurred in the two periods. We have felt it
necessary 1o take into account the failure to earn overhead charges,
vig., depreciation on block account and interest on working capital
and head office charges, which vepresent an essential part of the
cost of manufacture. Tor this purpose we have taken the value
of the plant at what we consider to be a fair present day valuation,
and we have allowed working enpital on a three months’ turnover
of tinplate al the average works cost. during the period. On these
lines we have arrived at the conclusion that in the eighteen months
-preceding the introduction of the scheme of protection, the over-
head charges were Rs. 10-2 lakhs and in the subsequent period
extending to December 1925, they were Rs. 11-7 lakhs. For the
same period we find the Joss on works costs to be as follows: —

Tapre XXXV,
Production| Worke | Testized | Tamper | oy 1y
- - Tors. |~ He. Rs, ' Rs. | Rs.
1923 .. . . 9,071 576 431 145 1315 lakbs.
TJannary to June 1924 | 10,360 459 410 49 508
19,131 | 1823 ,,
July to December | 10,400 459 410 | 49 51,
195224', .. 20,555 381 363| 18 53
39,955 | 104
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According to our estimate, therefore, the total losses are approxi-
mately as follows: —
Rs. (lakhs).

1st January, 1923 to 30th June, 1924 . . . 28
July 1924 to 3lst December, 1925 . . . . 22
50

179. Our figure is approximately Rs. 87 lakhs below that
obtained from the Company’s balance sheets.
At first sight these figures might appear
to justify the conclusion that the scheme of protection originally
embodied in the Steel Industry (Protection) Act was inadequate.
We do not consider that such was the case; in our view the heavy
financial losses of the Tinplate Company are the result of a series
of circumstances none of which could have been foreseen at the
time our first Report was written. These we shall now briefly
indicate.

180. In 1924, the sterling price of tinplate averaged about £28¢
per ton; thereafter it has steadily fallen.
Tn 1925 the average price was about £25
per ton, and in the first quarter of 1926 was
leas than £24 per fon. This fall in price was due, not so much to a
reduction in works costs in Wales arising from improved methods
of manufacture or increased output, as to certain general causes,
the most important of which was the collapse of the Uontinental
exchanges. In consequence of the depreciation of the frane, the
price of Continental tinbar fell from £6-10-0 per ton delivered in
South Wales in the third quarter of 1924 to £5-0-8 per ton at the
end of 1925. Since then, there has been a slight rise, but in the
first quarter of the current vear, the price was still us low as £5-3-3.
This fall reacted on the price of British tinbar, which fell from
£8-5-0 in July, 1924, to £6-3-3 per ton in 1926. There has thus
been a drop of over £2 a ton in the price of Welsh tinbar, which
allowing for waste in manufacture, would account for a difference
of nearly £2-10-0 per ton 1n the cost of tinplate. The Welsh costs
have also been reduced by the fall in the price of coal and in those
wages which are fixed on a sliding scale varying with the price
of tinbar. The only substantial change which tended to produce
a rise was the increase in the price of tin from £226 per ton in
July, 1924 to £285 per ton in December, 1925; this represents an
incrense in the cost of tinplate of about £1 per ton. Another reason
for the fall in Welsh prices is to be found in the collapse in 1926
of the combination of Welsh Tinplate Manufacturers which during
its existence of two years had helped to maintain pricest. We
have not been able to ascertain the exact date when this combination
ceased to be effective, but we believe the decline of over £4 in the

Causes of loss.

Fall in sterling price of
tinplate.

* Throughout our report we have given the sterling prices c.i.f. aftor
adjustment. Tho details of the adjustments will be found in annexure C.

+ See evidence of Sir Edgar Jones and extracts from the speech of
Mr, Thomas of Messrs. Richard Thomas and Company,
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price of Welsh tinplate beiween January and August, 1925, may in
part be ascribed to this cause.

181. But apart from the decline in the sterling price of tinplate,
we find that the appreciation in the value
of the rupee accounts for a considerable
portion of the losses incurred by the Tinplate Company of India.
When we rabmitted our first report in February, 1924, it was im-
possible to foresee the course of exchange and our recommendations
were based throughout on a ratio of Re. 1=.1s. 4d. Since that
time the rupee has steadily appreciated and exchange now stands
at Re. 1—1s. 64. Tn the following {able we give the Company’s
actual figures of production, works costs and average price in the
two periods under consideration at the prevailing rates of exchange.

Exchange.

TasLe XXXVI.

Production. W;))x;l;stz;):h :Ar:ill‘z% Il),l:!? ei: L(;s;!n?or
-y i
Tons, Rs. ! Rs. ] Rs.
July to December 1924 . 10,400 459 ‘ 410 ! 449
1926 ., .| 29,558 331 l 363 ,l 18

We have now to determino what the Company’s profit would have
been had the rupee remained at 1s. 4d. Works costs would then
have been higher; the effect of exchange appreciation on costs of
vroduction was discussed in full in paragraph 54 of our Report of
the 2nd September, 1925, and we need not re-open the question
here. Including the effect of exchange on the price of tin, we
think an allowance of Rs. 8 per ton in 1924 and Rs. 10 in 1925,
when exchange was somewhat higher, is approximately correct.
Our conclusions may be shewn as follow : —

Tasre XXXVII.
Rupee cxchange=1s, 4d.
r' 1
Production. | orte sk | e, | O
R T |
Tons. Rs. i Rs. ! Ra.
July o December 1924 . .| 10,400 7 [ 452 15 (les)
1928 . . . . lI 29,665 301 109 18 (goin)

Thus, had the exchange remained at Re. 1= 1s. 4d., there would
have been a surplus over works cost of Rs. 3-8 lukhs instead of a
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deficit of Rs. 10-4 lakhs. This surplus would have been sufficient
to cover rather more than one-third of the overhead charges, leaving
a nett loss of Rs, 6'6 lakhs.

182. So far we have dealt with the financial results to the Tin-
Estimated financial ye- Plate Company basing our estimates on the
sults during the period actual figures. But we feel that no review
January, 1926, to April, of the results of protection on the Tinplate
1627. indusiry would be complete unless we refer
to the remaining period of fifteen months during which the pre-
sent scheme of protection will remain in force. In February, 1926,
the duty on tinplate was enhanced from Rs. 60 to Rs. 85 per ton and
the duty on tin was reduced from Rs. 555 to a specific duty of
Rs. 250 per ton. In order to obtain a more accurate idea of the
effect of the protective duty on the fortunes of the Company during
the period of two years and nine months during which the scheme
of protection will have been in force, we have estimated the profits
which will accrue between January, 1926, and the 31st March, 1927,
if costs and prices are maintained at approximately the same level
as in the first six months of 1926. We have taken the overhead
charges on the same basis asin paragraph 178. We estimate that
the surplus receipts above works costs will be nearly Rs. 29 lakhs,
from which about Rs. 10 lakhs has to be deducted for overhead
charges. The nett profit on this estimate would thevefore be about
Rs. 19 lakhs. In paragraph 178 we have already shewn that in our
view the loss between July, 1924, and December, 1925, amounted to
Rs. 22 lakhs. It appears therefore, that while the Company has
been enabled to earn no profit, the scheme of protection will have
enabled it to come within Rs. 3 lakhs of meeting its works costs and
reasonable overhead charges during the period July, 1924, to March,
1927.

183. We have reviewed the history of the industry during the
last three years in some detail, because we
consider it important that the rapid progress
in the manufacture of tinplate in India should be fully realized.
But for the protection granted to the indusiry in 1924, it could
hardly have survived an(%’ although, in fact, owing to circumstances
which could not be foreseen, it has perhaps not received the full
measure of protection intended, the assistance has been sufficient
to enable the industry to work up to an economic output. Very
rapid progress has been achieved in reduction of cost, in extension
of output, and particularly in training Indian labour in the processes
of manufacture, and there is good reason to suppose thal in the
course of a comparatively short period an industry.of great national
importance will have become firmly established.

General conclusions.
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Works costs: A comparison between 1924 and 1928.
Future Works Costs.

184. The rate at which economies have been effected in the past
Comparison of works 19 some guide in attempting to estimate the
costs between 1024 and time required for further economies in the
1926. future, and for this reason we think it
desirable before attempting to frame an estimate of future works
costs, tu make some comparison of the cost of production at present
and in previous years. In 1923, all the mills were not working and
the figures ure, therefore, uscless for the purpose of comparison.
We, therefore, propose to compare the results of the year 1924,
the first year of full working, with those of the first seven months
of 1926. But before doing so, we think it necessary to explain
the exact position in regard to the price of tinbhar. 'We have
already referred to the fact that the two companies contemplate
the execution of a new agreement under which the price of tinbar
will be an ascertained figure in the future. The exact figure has
nol yet been decided but we have been told that it will be in the
neighbourhood of Rs. 80 per ton. The price provisionally fixed
for 1926 is Rs. 84. We huve, therelore, based our comparison of
cests and our future cstimates of costs on the assumption that the
price of tinbar will be Rs. 84 por ton in 1926 and thereafter
Rs. 83 per ton, these prices being in both cases f.o.r. the Tinplate
Company’s works.*
We give the figures for 1924 and the first seven months of 1926
in the following table:—

Tasrr XXXVIIT.

Comparison of works costs.

1924 and 1926 (January to July).

Materials. 1924. 1928. Difference,
: Rs. Re. Rs.
Nett Melal,
Tinhar . . B . . . . 169G 1158 —53-8
Tin . . . . . . . . 762 586 ~176
Other raw materials . . . . 156 186 —2:0
ToraL . 2614 188;'6 o -—73'-1-—_

* Letters from the Tinplate Company and the Tata Iron and Steel Com-
pany giving the details of the agrcement between the two companies are
printed as Annexure E.
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Materials, 1924, 1926. Difference.
Rs. Rs. Rs.
Above nell metul.

¥uel . . . . . . . 124 68 - 50
Power . . . . . . . 234 178 —56
Labour . . . . . . . 900 451 —44-9
Materials for vepuirs . . . . 56 37 —19
Rolls, grease, ete, . . . . . 166 169 -0°8
Aunealivg boxes . . . . . 27 42 +1'5
Goneral works expensc . . . . 203 16-1 -10°2
Debit for spoiled sheets . . AR : 08 +08
Packing and despatehing F g 3 13:9 12:3 —T16
Shearing and opening . . ] d 66 32 — 384
Toran 1 1975 1269 ~—70:6

Liess credit Lor spoiled shicots . o 3 22 —2-2
Torax 3 1975 1847 ~72-8

Total Works Cost | 4589 3127 ~-146:2

It will be seen that the cost of manufacturing tinplate has fallen
by Rs. 146 per ton from Rs. 458'9 per ton in 1924 to Rs. 312'7 in
1926 (first seven months). In scrutinizing the figures in detail,
it will be convenient to consider them un(%er two heads, viz.;—

(1) Costs of materials,
(%) Costs other than of materials.

The former comprise the costs of tinbar, tin, acid, palm oil,
zine chloride, ete.; these must depend in the main on market con-
ditions, and save in so far us economy in the use of the materials
can be effected, are not under the control of the manufacturer.
Expansion of output does not necessarily result in any substantial
economy and may even increase the total expenditure, if efficiency
is sacrificed to speed.

185. Of the total reduction in the cost of manufacture (Rs. 146

. per ton) almost exactly half, wz., Rs. 784,

Oests of material. represents the reduction in costs of material,
of which reduction Rs. 53'8 per ton is accounted for by a fall in
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the price of tinbar. The economy effected in the use of tin is
obscured by the rise in the price of that commodity. Actually
the consumption of tin is about 11 Ibs. less than in 1924, a saving
which at present prices represents about Rs. 19 per ton of tinplate.
The reduction in the duty on tin notified in the Finance Depart-
ment (Central Revenues) Notification No. 5, dated the 27th
February, 1926, represents a fall in costs of about Rs. 5 per ton
of tinplate, but in the period of seven months, which we are con-
sidering, its full effect is not apparent. There is also another
factor which has counteracted the decline in costs. In 1924, the
steel consumed per ton of tinplate was 1'32 tons. In 1926, this rose
to 1°40 tons. If the yield of tinplate had been maintained, a
turther reduction of Rs. 6°7 per ton would have been effected. This
deterioration may be ascribed mainly to the very rapid expansion of
output, which has resulted in some increase in the number of spoilt
sheets, and in the amount of scrap produced. The point is one
which will be borne in mind in estimating future costs of production.

186. It is by a comparison of the costs other than of materials
that improvoment in manufacture can best
be judged, since they reflect in the clearest
manneyr changes in output, improved practice
and general economy. The expenditure under this head decreased
from Rs. 1975 per ton in 1924 to Rs. 1269 in the first seven months
of 1926, or by Rs. 706 per tou.  Production increased from 20,763
tons in 1924 to 20,212 in the first seven months of 1926, which is
equivalent to an output of about 35,000 tons u year and we have
no reason to suppose that the (lompany’s estimate of 36,000 tons
will not bo obtained next year. The labour figures show an im-
provement of 50 per cent., falling from Rs. 90 to Rs. 456 per ton.
This is largely, though not wholly, due to the increased production.
The number of covenanted men was reduced from 84 to 58 (State-
ment XITT) or by about 30 per cent. while in spite of the increased
output it proved possible to reduce the number of uncovenanted
vmployees by about 10 per cent. Production per head increased by
nearly 90 per cent. from 6'58 tons in 1924 to 12°29 tons in 1926
(Statement X1V). DPerhaps the most satisfactory feature of this
branch of the works costs is the reduction in labour charges, but we
still feel that there is room for more economy in this direction. The
relatively low wages of Indian labour have often led to the employ-
ment of more men than are necessary and we cannot impress too
strongly on manufacturers the desirability of limiting the numbers
as well as of improving the efficiency of the labour force; we urge
this as much in the interests of improved labour conditions as of
economic manufacture, and we believe that with fewer bui more
efficient workers the standard of living of industrial labour will
rapidly rise.

Costs other than of
materials.

187. Charges for fuel, which consists of second class coal, have
fallen by nearly 50 per cent. mainly owing
to a reduction in price. The power used 1s
electricity purchased under contract from the Tata Tron and Steel

Miscellaneous costs.
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Company. A saving of about 25 per cent. is partly accounted for
by Increased production and partly by a fall in'the price. 'The rate
charged, viz., 9-24 pies per unit, appears higher than is usually
charged by electric supply companies for such favourable loads.
The reduction under gencral works expenses is accounted for partly
by an increase in output and partly by a fall in expenditure on
the town which is included under this head. Packing and despatch-
Ing costs amount to over Rs. 12 per ton. This upparently high
ligure is due to the fact that about 60 lbs. of tinplate, cosling
roughly Rs. 8, are used for packing every ton of tinplate despatched
and are not included in the weight of plates charged for. A reduc-
tion in these costs will necessarily follow with the anticipated fail
in the cost of production of tinplate.

188. The works costs for the first seven months of 1926 were
Rs. 312°7 per ton. DBefore, however, we can
accept this figure us a basis for an estimate
ot fulure works costs, it is necessary to make a further reduction.
The change in the duty on tin, which represents approximately an
expenditure of Rs. 5 less per fon of tinplate is reflected 1n the costs
of only three of the seven months which we are considering. A
reduction of Rs. 2-1 on this account is necessary, giving Rs. 310-6
as the figure on which we may fairly base our estimate of future
costs,

189. In Statement XIX the Company has given an estimate
of works costs for a period of 10 years from
Apnl, 1927.° We consider that seven years
is sutficient to enable the industry to effect
a substantial reduction; at the end of this period the Company
estimates that works costs will be Rs. 285 per ton. This appears
to us a high figure and should be roduced. The price of tinbar
is expected to drop from Rs. 84 to Rs. 83 per ton which will make
a difference of about Re. 1'32. The consumption of tin per ton
of tinplate is 4134 lbs, and is expected to be reduced to about
40 lbs. gross. This will mean a saving of Rs. 25 per ton of
tinplate. 'We do not.take into account any rise or fall in the
world price of tin, for it would affect the price of imported tinplate
to the same extent. Mr. Townend in his evidence admits
the possibility of a saving of Rs. 10 per ton in the cost of Euro-
pean labour. He does not anticipate much reduction in the cost
of Indian labour, but we think that a reduction to the extent
of Rs. b per ton is not impossible of attainment. Better practice
must result in fewer repairs, less wastage and in economy in the
use of miscellaneous materials, while the distribution of generail
charges over a larger output will give n smaller incidence per ton,
We have already explained that, as the cost of producing tinplate is
reduced, the cost of packing must also fall. A reduction under these
different heads of about Rs. 6 per ton should be effected. We have
nlso to make a further reduction of Rs. 6-7 on account of rednced
consumption of tinbar per ton of tinplate [vide paragraph 185]
which we have not taken into account in estimating the works

T

¥uture works costs.

Probable reduction in
works costs.



116 CHAPTER XV,

cost for 1926. The auticipated economies may now be summarized
as follows : —

Rs,
Per ton,

Consumption of tinbar . . . . . . 67
Price of tinbar . . . . . . . 1-3
Consumption of tin . . . . . . . 25
European labour . . . . . . . 10
Indian Jabour . . . . . . . . 5
Miscellaneous expenses . . . . . . 6

315

1933 costy (Rs. 310-6 less Rs, 31°5)=Rs. 279-1 per ton.

190. We have had some difficulty in determining what figure to
The Troard's estimate select as I'epr'esenting averagfz‘works costs for
of aversge costs during (D€ period of seven years. The figure must
the period of protection. lie somewhere between the two limits of
Rs. 810-6 and Rs. 279-1. The arithmelical
mean is Rs. 294-8, but the rate at which owr suggested economies
can be effected will also have a direct bearing on this question.
In the first half of the period it is reasonable {o suppose that the
reduced consumption of tinbar will be fully attained. This re-
presents a saving of Rs. 6:7 per ton, while the reduction in the
price of tinbar in 1927 to Its. 83 per ton represents a further sav-
ing of Re. 1-3 per ton in the cost of tinplate. The total of the
economies which we can definitely assign to the first half of the
seven year period is thus Rs. 8 per ton.” A figure somewhat below
the arithmetical mean appears suitable and we have fixed Rs. 293
per ton as u reasonable figure.



CHAPTER XVI.
The Fair Selling Price.

191. The fair selling price f.o.r. works consists of works cost,
. . ) . overhead charges, and mapufacturer’s pro-
The fair selliug price. ~ 42" .
fit. Overhead charges comprise: —
(a) Depreciation ;
(b) Interest on working capital;
(c) Head office charges.

Depreciation is ealculated on the value of the plant and we have,
therefore, to consider what is a reasonable valuation at the present
time of the Company’s block account,

192. The figure at which it stands in the ComFany’s books is
Block value in the Cor Rs. 161:6 lakhs, approximately Rs. 145 lakhs
pany’s books. % for the works and Rs. 17 lakhs for Golmuri
' town. Almost three quarters of the total is
for buildings, machinery and equipment ordered in 1920 and 1921
11 the United States of America and to a small extent in Great
Britain, and a part of the remainder is for imported stores ordered
in India mainly between 1921 and 1923. Owing to the general
fall in commodity prices since those years and to the rise in the
exchange value of the rupee, it is clear that the present replace-
ment value must be less than the block value. Kvidence bearing
on this question has been submitted to us from two quarters, from
the Tinplate Company itself and from the Welsh Plate and Sheet
Manufacturers’ Association.

193. The Tinplate Company of India has this year obtained
revised quotations from its original suppliers
in America and Grent Britain, on which it
has based a new valuation of its plant. On
examination of the revised quotations received by the Tinplate
Company, we find that in s number of important respects thev are
substantially higher than we can accept as reasonable and we do
not feel satisfied that the Company’s valuation of plant and equip-
ment, based on these estimates, is not higher than the real replace-
ment value.

194. Oun the other hand, we do uot regard it as satisfactory to
The Welsh Plate and base our estimale on the Welsh figures
Sheot Manufacturers’ As. Which, although they give the present cost
sociation’s estimate. of a tinplate plant of the same type and
capacity as that of the Tinplate Company
of India, represent not the cost of a factory actually erected hut
only an estimate of the cost of erection of a plant in Wales having
the same output as that at Golmuri. Tt would be necessary to make
( 117 )

The Company’s revised
estimate.

12
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due allowance for the numerous factors which make the cost of a
plant in Tndia considerably higher than that of a similar plant in
Wales. It will be obvious t0 any one conversant with the trying
nature of work in a tin mill or sheet mill, that the climatic condi-
tions of India necessitate special features in the design. Among
these are the provision of high and spacious buildings, the use of
hoods over the heating furnaces, the water cooling of the mill floor
plates and the supply of cooled air at the hottest working points of
the furnsces and mills, In addition, Indian labour cannot be ex-
pecled at the present stage to use the machinery as rapidly and
efficiently as experienced Welsh labour, and an Indian works must
also be more self-dependent for repairs and minor renewals. On
both these accoynts more equipwent is required and therefore more
space. On these grounds we feel that an estimate based on the
Welsh figures might be 100 low for the real expenditure necessary

in Tndia just as the Tinplate Company’s revised estimate might
be too high.

195. We have therefore preferred to adopt a different method of
arriving at a fair valuation. We propose
to reduce the original valuation in much the
same proportion as we have adopted in our valuation of that part
of the Tata Iron and Sicel Company’s works which is known ax
the ‘“ Greater Extensions.”  We feel justified in adopting this
course, because hoth plants were purchased at much the same time,
at about the sume price levels and almost entirely in the same
country (America); similar parts of the plant were ordered from
the same firms; the same consulting engineers were responsible
for the designs, and the buildings, machinery and equipment are
generally of similar types. Moreover, the initial cost of the Steel
Company's expenditure on its town bears much the same relation
to the book value of the total fixed assets as in the case of the Tin-
plate Company. Tt will appear from paragraph 77 of our first
Steel Report of 1924, that after careful consideration ‘we wrote
down the value of the ‘“ Greater Extensions ’’ from Rs. 15 crores
to Rs. 10 crores. This reduction has not been challenged by the
Pata Iron and Steel Company and has, we think, been generally
accepted as reasonable. We have again had this valuation under
review Jduring the course of this cnquiry, and have found it neces-
saty, mainly owing to the rise in the value of the rupee, to reduce
our previous estimate by one-sixth. When we apply similar reduc-
tions to the initial cost of the Tinplate Company’s plant, we reach
a figure of Re. 89-8 lakhs which we consider fairly represents the
present replacement value of the assets. But we have also to
consider whether the Company has burdened its block account with
expenditure which, while it may prove profitable if the Company’s
operations ave extended, is not now a legitimate charge on the
output. The Company admit that this is the case. After inspect-
ing the works and reviewing all the circumstances we are of opinion
that il would be reasonable to make a further reduction of Rs. 5

&

lakhs on this account. We, therefore, take Rs. 85 lakhs as the

T'he Board’s revaluation.
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proper fixed capital expenditure at present values for a production
of 36,000, tons of tinplate.

196, We take depreciation al the same rate on the capital value
as we have allowed in the case of the rollel
. steel industry, viz., 61 per cent. Our valua-
tion of the plant and town is Rs. 85 lakhs and on an output of
36,000 tons per year the incidence of depreciation will be Rs. 14:75
per ton. The Company places its working capital at Rs. 30 lakhs
which represents about three months’ production at works cost.
We think that this amount is reasonable. Interest at the rate of
71 per cent. is claimed on this amount. As the assets of the Com-
pany are heavily mortgaged we think it unlikely that it could
borrow money at a lower rate of interest than this and are pre-
pared to allow the claim. On a production of 36,000 tons, the
incidence of this charge is Rs. 6-25 per ton. For head office and
other charges Rs. 1-76 per ton is claimed. The figure is based
on the expenditure incurred this year under these heads and is not
;,:xlclessive. The overhead charges per ton will, therefore, he as
ollows : —

Overhead charges.

Rs.

Per ton.
Depreciation . ; 3 i ; . . . 14:75
Interest on working capital . : . . . 8-25
Head offico, etc. . e 1 i . . . 1-76
Toran . 22-76

197. In the course of the debate in the Tegislative Assembly on
the subject of the grant of supplementary
Manufacturer’s profit.  protection to the Tinplate industry the
Hon’ble the Member for Commerce made the

following statement: —

* When the Tariff Board do investigate that question, we pro-
pose definitely to instruet them also to investigate the
question of capital invested in this Company anld to
investigate the question whether that capital ought not
to be written down.”

The capital of the Tinplate Company of India consists of 500,000
ordinary shares giving a total capital of Rs. 75 lakhs. In addi-
tion to this there is a 10 per cent, debenture loan of Rs. 1,24,95,000.
Whether the share capital or the debenture loan or both should be
written down and, if so, to what extent, is a matter which must
be decided by the Company itself. We have been informed that
negotiations are now proceeding for the reduction of the capital
by writing down both the debenture and the ordinary shares to a
figure which in the Company’s opinion represents the present day
valuation of the works. But for the purpose of any scheme of pro-
tection we are of opinion that cur valuation of the plant and town,
viz., Rs. 85 lakhs, must be taken as the total sum on which manu-
facturer’s proﬁt can be allowed. We consider that a fair all round
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rate of interest, sufficient to enable this capital to be raised, is
8 per cent. which is the same as that taken by us in the case of
the Tata [ron and Steel Company. This would give an incidence
per ton of output of Rs. 18'9. The average fair selling price f.o.r.
works during a period of seven years will, therefore, be as follows: —

Rs.
Per ton.
Works cost . . . . . . . . 293
Overhead . . . . . . . . 22-76
Profit . . . . . . . . . 18-9

334-66

198. The figure given above is the price at which the average

. . suleable product of the Company can be put

Adjustments to the fair ;) 14il at the works al a reasonable profit.
selling price. To o . ]

: 0o ascertain the amount of protection re-
quired the fair selling price has to be compared with the price of
imported tinplate. But there are two important factors to be
taken into account in making this eomparison, one being the cost
of delivery from the works at Golmuri to the customer, and the
other the fact that a proportion of the tinplates are classed as
wasters, 4.e., have imperfections which leave them serviceable but
reduce the price which the market is prepared to pay.

199. As the Company has to pay the freight from the works to
the customer, we have obtained information
Ad"““’"e’f"" .°’}’lt&cc"““* ot (Statement XXITI) showing the average
relgt: freights paid during the first half of 1926.
The weighted average freight on tinplates delivered to port towns
is Rs. 12-76 per ton. By far the largest demand for tinplate is
in the seaport towns for use im the distrihuiion of kerosene and
petrol in the interior of the country. Since it is in these markets
that the Tndian article must compete with the imported article,
at the c.i.f. prices plus landing charges and duty, the average
railwav freight required to put the Companv’s goods on the market,
viz., Rs. 12-76, must be added to the cost of production.
200. It would be possible to make allowance for the lower prices
. ohtained for wasters by adjusting the sell-
Adjustment on account of ing prices of imported tinplate. We have
rasters. preferred, however, to regard the loss in
receipts on account of the low price received for wasters as part
of the essential cost of producing primes (i.e., plates which com-
mand the full price). The market for *“ wasters ”” in this country
i3 at present limited, mainly on account of the restricted develop-
ment of Indian industries, though possibly the almost universal
use of the second-hand kerosene tin as a container mav also affect
the demand. The effects of these factors upon the demand for
wasters may decrease in the future., but in the meanwhile
““ wasters *’ are sold at a price which is nearly a hundred rupees
ver ton less than the nrice of primes In India, the average prices
during the first half of 1926 being Rs. 391 per ton for “‘ primes ”
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against Rs. 293 per ton for “ wasters.”” Of the total production of
tinplate ahout one-fifth is in the form of *‘ wasters’’ and in const-
quence the average realized price of all tinplate is reduced by about
Rs. 20 per ton. We have considered whether somewhat less than the
whole of this amount should be taken inlo account in the fair selling
price. Such a course would be an inducement to the Company to
reduce the percentage of ‘‘ wasters’ or develoP a more profitable
market for them. The percentage of ‘‘ wasters ” produced in Wales
is about 15, against 20 in the Tinplate Company’s works, while we
are informed that in America it is about 22 per cent. It appears
to us, therefore, that at the present stage of the Company’s de-
velopment, the outturn of *° wasters ”’ is not excessive and we do not
suggest a reduction on this ground. But we have no evidence to
indicate that the Company has reached finality in its efforts to
develop the market and we think that further steps should be
taken in this direction. For this reason we think that a reduction
of Rs. 2 per ton is not unreasonable and we would make an addi-
tion of Rs. 18 to the fair selling price on this account.
201. A further adjustment has also to be made for the credit
which the Tinplate Company must give to
Adjustment on account of  {he Burmah Oil Company on account of the
method of packing. ) ihod of packing its tinplate; this has not
been taken into account in the c.i.f. price of imported tinplate as
has been explained in Annesure C. This awmounts to about
Rs. 2:8 per ton of tinplate. o
202. We have thus to add about Rs. 33-6 per ton on account
. of freight, reduced price obtained for
Final estimate of fair ¢ wosterg ’* and the adjustment on account
selling price. . of packing, in order to arrive at the price
which the Company should realise for primes. Our final estimate
of the fair selling price is therefore as follows:—

Rs.
Por tan.
Works cost 293
Overhead charges 22-7¢
Manufacturer’s profit 189
Adjustiments—
Freight 12:7¢
Wasters 18
Packing 28
ToTaL . 308-22
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Future c.i.f. prices. Measure and duration of protec-
tion. Ability of the industry eventually to dis-
ponse with protection.

203. In considering the future prices of imported tinplate, we
arve fortunate in one respect, namely that
the principal countries of manufacture are
the United Kingdom and America, where the
currencies are on a gold hasis. Prices are not therefore subject to
sudden variations resulting from the depreciation of exchanges,
though the indirect effect of Continental depreciation on cost of
production may still be considerable. Further, the Welsh tinplate
mdustry appears to be less liable to competition, since practically
no tinplate is manufactured for export on the Continent and it
has been possible in the past to stabilize or even raise prices by
combinations of manufacturers. Such evidence as we have re-
ceived tends to show that, in the present circumstances of the
Welsh tinplate industry, it is improbhable that there will be any
further lowering of prices. In Chapter XTV of this report, we have
already shown that the Welsh price of tinplate has fallen con-
currently with the fall in the price of tinbar. = As the average price
of British tinbar in 1913 was £5-4-0 per ton and in the first quarter
of this year was only £6-3-3, it seems unlikely that any further
eonsiderable reduction will be possible. We think, therefore, that
the price of imported tinplate is not likely to fall much below the
level of the first quarter of 1926. We have no evidence to lead
us to suppose that there will be any sudden increase in the price
of imported tinplate except on account of a possible rise in the
price of tin. Any such increase will affect the cost of Tndian and
foreign manufacturers alike, and will leave the need for protection
unchanged. We propose, therefore, to base our proposals on the
average price of tinplate prevailing in the early months of 1926.
Since the coal stoppage in the United Kingdom in May of this
year, prices have somewhat risen; but between September, 1925,
and May, 1926, the c.i.f. price has remained in the neighbourhood
of £24. Ignoring the temporary effect of the coal stoppage, we
take, as the basis of our calculations of a protective duty, the
average of the first five months of 1926, viz., £23-16-9 c.i.f. The
rupee equivalent of £23-16-9 at 1s. 64. is Rs. 317-13-4 to which
must be added Rs. 2-12 for landing charges. The landed price is
thus in round figures Rs. 820 per ton.

Estimate of future import
prices.

204. The measure of protection is the difference hetween the fair
selling price and the e.i.f. landed price.
The former according to our estimate is
Rs. 868 and the latter Rs. 320. Therefore the duty required is
Rs. 48 per ton (Rs. 37 per ton below the present rate of duty), and
we recommend the imposition of a duty of that amount.

( 122 )

Measure of protection.
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205. We have received a request from the Imperial Tobacco
Request for cxemption Company of India, Limited, that, if any
of certain kinds of tin- further increase in the import duty be re-
plate. commended, exemption should be granted
in respect of the ‘‘ 704db. »’ tinplates in which they are specially
interested. These are thin plates which are not at present manu-
factured in India. The Welsh Plate and Sheet Manufacturers’
Association has asked that all tinplates other than those of ordinary
quality of the two ‘‘ oil 7’ sizes, or multiples of those sizes, should
be exempted from the protective duly. As we are recommending
a substantial reduction of the duty rather than an increase, the
Tobaceo Company’s conditional request requires no further consi-
deration. As regards the Welsh application, we feel that it has
perhaps been pressed on the assumption that the protective duty
will be increased. Many of the special kinds of tinplate are more
expensive than oilplate, and the protective duty which we have
recommended is so little above the 10 per cent. ad valorem revenue
duty to which they would be subject in any case, that the burden on
the consumer is negligible. But we should have been opposed to
the proposal on other grounds also. The Tinplate Company of
India has for some time been making tinplate of kinds other than
oil plate and as the Indian demand for oil plate is met more com-
pletely by the Tndian manufaeturer in the future, it will be neces-
sary to undertake the production of other varieties of tinplate.

206. The Welsh Association has also represented to us that in

i the event of protective duties being imposed

P’°P°1§"1 ff‘" Imperial oy a1l tinplate, preferential rates should be
reterenge. fixed in favour of Wales. In so far as lhis
proposal involves purely the question of Tmperial Preference, we
express no opinion. As far as its economic aspect goes, we must
definitely state that we find no ground for the adoption of such
a policy. Preferential rates in favour of the principal competitor
would gn economic grounds be incompatible with any scheme of
protection and we are, for that reason, unable to rccommend them.

207. Our estimate of the future costs of the industry and of the

) price of imported tinplate indicates that, at

Period of protection sever  the end of seven years, the industry will

yoars. probably be in a position to do without any

protective duty, and we propose therefore that the period of pro-

tection should he fixed for seven years. In the last three years

we find that the total import of tinplates and the production of

the Tinplate Company of India taken together give the following
totals:—

Tons.
192324 . . . . . . . . . 56,000
1024-25 . . . . . . . . . 59,000
1925-26 . . . . . . . . . 60,000

In normal circumstances it does not appear that the increase in
the demand would exceed 1,500 tcns annually. At the end of iha
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period of protection we should thus expect a market for not much
more than 70,000 tons. The Tinplate Company of Indsa on its
present plant will produce in the protected period approximately
36,000 tons a year. There remains a market for a further 34,000
tons, which may be wmet cither by the existing Company, whose
works are so constructed that extensions to produce an additional
24,000 tons can be conveniently undertaken, or by a new Company
which would require at least five years from inception to reach full
production. In either case, we consider that the possibilities of
development would be sufficiently met by fixing the protective duties
for a period of seven years.

Will the industry he  208. In paragraph 31 (page 124) of our
able to dispense with pro- fivst Report (1924) we observed with reference
tection ? to this industry : —

¢ Tt would he premature to express a confident opinion when
the manufacture has been carried on for only one year,
as to the eventual abilily of the industry to dispense
with protection altogether, but the success hitherto
attained is sufficient to justify the hope that it will dn
go.”’

Tn the terms of reference the Government of India draw our atten-
tion to these observations, and we now proceed to comsider the
question. The condition that an industry, in order to qualify for
protection, must be one which will eventually be able to face world
competition without protection, is set forth in paragraph 97 (3)
of the Fiscal Commission’s Report, but the precise implications
of this condition are nowhere definitely explained. Tn view of
the recommendation of the Fiscal Commission that there should
be a clear distinetion in the tariff between protective and revenue
duties, it would not be unreasomable for an industrv to claim
that where foreign competition can he faced with the help of
the revenue dutv onlv. it is able to dispense with protection and
therefore virtually satisfies the third condifion laid down by the
Tiscal Commission. On the other hand, i1 may be maintained that
revenue duties vary according to the needs of the country, and that,
until an industry can dispense with all extraneous assistance, its
position is not secure. In the enquiry on which we are at present
engaged, we think it unnecessary fo commit ourselves to any inter-
pretation of the Fiscal Commission’s intentions, We have good
reason to suppose that whichever view is {aken on this point, the
tinplate industry will eventually he able to stand without protection.
209. We have estimated that the average works costs will be
reduced by the end of the period of protec-
Question considered on  tion to Rs. 279'1. With the addition of
the assumption that pre-  ,yeihead charges Rs. 2276 per ton, profit
sent revenue duty is re- B Y
tained. ‘ Rs. 189 and charges on account of adjust-
ments Rs. 33:56, a selling price of Rs. 854-32
per ton is obtained, The present landed price of imporied tinplate
18 Rs, 320 and the revenue duty at 10 per cent. ad valorem amounts
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to Rs. 32, giving a total price of Rs. 352, as against a fair selling
price of Rs. 35432 for Indian tinplate. Should the 10 per cent.
revenue duty continue afier the year 1933, further assistance to the
industry appears unnecessary.

210. We feel that a discussion as to whether the tinplate
industry will eventually be able to dispense

Question considered on with the assistance afforded by the revenue
Zl;{',ta?,,‘:gfﬁf”df{fs P e duty of 10 per cent. ad valorem has but an
reduced or abolished. academic 1interest. A general system of

' import duties is an integral part of the fiscal
machinery of this country, and we have no ground for supposing
that there will be any essential change in this respect by the vear
1933, We piopose, therefore, to indicate very generally some of
the factors which may render it unnecessarv for the industry to
rely cventually on any revenue duty. With the industrial develop-
ment of India, an improved price for ¢ wasters >’ should be realized,
while the demand for the steol scrap produced by the Companv,
which is at present exported io Italy, may expand, enabling the
industry to dispose of this waste product more profitably in Tndia.
We refer to these items as examples onlv, and we by no means
exclude the possibility of further economies due to improved prac-
tice. Further, if the revenue system of the country is altered so
as to result in a material reduction in the duty on tinplate, we
may reasonably expect that the duty on the raw materials from
which tinplate is manufactured will be correspondingly reduced.
The incidence of the dutv. of Rs. 250 per ton on tin which still
remaing, amounts fo Rs. 4:5, while the duty on misecellaneous stores
and material for repairs is ahont Rs. 3-5 per {on of tinplate. Thus
the disadvantage which the industry would suffer if the 10 per cent.
ad valorem duty (Rs. 32 per ton) were aholished, would he substan-
tially reduced. We consider that the possibilities of economies
ahmdv sugpested are sufficient to raise a reasonable presumption
that, in due course, the industry will be able to dispense with nro-
tec_tion, even if the term is used fo include the assistance derived
from a purely revenue tariff.

211. One point remains in connection with this aquestion. The
Tata Tron and Steel Comnany has undertaken
to sell to the Tinplate Companv tinbar-at a
vrice of about Rs. 83 and it might be nrged that if this price was
uneconomic, it would operate as an indirect snhsidyv. We are
satisfied that the Tata Tron and Steel Companv will be able, in the
long rtun, to sell tinbar at this price without any protection. Their
ostimate nf the works cosls in respeet of tinbar is Rs. 71 per ton
in 1926-27 and Rs. 61 after 10 vears. Our estimate as to the averace
future works costs, however, is ahout Rs. 60 per fon. MThis would
cive the Tata Tron and Steel Companv a margin of Rs. 23 per
ton, which in the case of a semi-finished product rolled on the con-
tinuous mill, is reasonable as an allowance for overhead charges and
manufacturer’s profit. 'Amn additional production of 50,000 tons on
this mi]) will reduce the epst of all material rolled on it. and »

Price of tinbar.
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ready outlet for such a large quantity of steel is in itself ar
advantage to the steel manufacturer. The price of Rs. §3 per ton
Is almost the same as the Welsh tinplate manufacturers pay for
British tinbar (£6-3-3), and there is no reason to think that an
agreement between the Tata Iron and Steel Company and the Tin-
plate Company of India fixing the price of tinbar at this level
during the period of protection, would in any way unduly assist
the laiter Company.
212. The following table gives the effect
Effect of proposals on of our proposals on the consumer of tin-

consumer. plate P
Taprr XXXIX.
i Average Cif | Landiug ! Approxim-
_ ' rate of price ! charges ' %lty ate t'zz“]
- | exchange, Rs. i Res. - ':(‘)“ P}?ﬂ i
Pence. per ton, ‘ per ton, | Per o per .ﬂ‘m.
1923 .. l 16'38 407 | 24 40 449
1924 January to Juve , .l 1689 3974 25 40 440
: {
1924 July to Docember .| 1764 | 3770 | 2 60 449
y | :
1925 ... isos | 3ss ]I 271 60 398
1926 March . ! 1819 315-2 | 275 85 403
|
Under scheme now proposed .| 18 3178 | 275 | 48 3689

Notwithstanding the imposition of protective duties, there has bean
a steady decline in the price of tinplate and though under our
proposa{; the duty would be higher by Rs. 8 per ton than it was in
1923, the price of tinplate is lower by no less than Rs. 80 per ton.
It is therefore clear that the scheme of protection adopted by
Government has not constituted a serious burgen on the consumer,
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Representation of the Welsh Plate and Sheet Manu-
facturers’ Association.

213. No Indian interests have submitted any protest against the
Woelsh Plate and Sheet dpplication of the Tinplate Company for the
Manufacturers’ represen- continuance of protection. But we have re-
tation. ceived a representation from the Welsh Plate
and Sheet Manufacturers’ Association, London, in which the further
(grant of protection to the Indian Tinplate industry is opposed.
Jral evidence was given on the Association’s behalf on 3rd and 4th
August, 1926, by Sir Edgar Jones, K.B.E., who though not other-
wise connected with the manufacture of tinplate, represents the
Association in public enquiries and in all matters connected with
propaganda. While we are prepared to allow full weight to the
arguments advanced by an Association with the experience of tin-
plate manufacture which the Welsh Plate and Sheet Manufacturers
can claim, we feel constrained to point out that the representation
loses much of its force from the fact that the arguments advanced
are based on the ﬁgures set forth in the enquiries of 1923 and 1925.
In the earlier portion of our report, we have already explained at
length the great improvement which has recently been cffected in
the manufacture of tinplate in India, and we f}e,ael that, had the
figures therein set forth been before the Association at the time its
statement was drafted, both the form and the substance of the pre-
sentation would have been substantially modified. It appears up-
necessary to discuss in detail arguments based on figures which are
obviously out of date and we have therefore confined our attention
to the most important matters referred to in the representation. In
our terms of reference we have been instructed to enquire whether
the Tinptate industry satisfies one condition precedent to the grant
of protection, viz., whether it would eventually be able to stand
without protection. It is only to this extent that we are coucerned
in this enquiry with the general question of the fitness of the in-
dustry for protection. 1t might be maintained, therefore, that it
would be beyond the scope of our enquiry to consider the arguments
of the Welsh Plate and Sheet Manufacturers directed to prove that
the Indian Tinplate industry does not satisfy the remaining condi-
tions which must be fulfilled before protection is granied. We have
thought it desirable, however, to discuss, as far as possible, in the
order in which they are presented, those arguments which have not
already been dealt with m the previous chapters of our Report and
to indicate briefly why we consider them inapplicable to the Tinplate
industry in its present state of development.

214. We have found some difficulty in un('lersta.udi_n%r in what

] ) way the allegation that the Tinplate Com-

o 3‘;}}"5:“(;'5‘ ffé?f‘iﬁi?ﬁ? pany of India has not proved its capacity as
N aciurer of ti%lpl&te. a general manufacturer of tinplate, affects

the general question of the suitability of the
( 127 )
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irrdustry for protection. As a reason for the exemption from protec-
tive duty of those classes of tinplate which are not produced in India
the argument is not without force. We have dealt with this aspect
of the case elsewhere in our report and it is sufficient here to point
out that the protective duty we have proposed is so small that in
the case of special qualities of linplate, it is almost equivalent to
the revenue duty. It is admitted that the Indian industry does not
ut present manufacture many kinds of tinplate, while we have been
informed that one Welsh works alone produces nineteen hundred and
fifty varieties. Market conditions necessarily govern the range of
articles produced in any industry and it is obvious that the produc-
tion of goods for which there is u very limited demand, would not
be a profitable commercial undertaking in India. At present
approximately two-thirds of the Indian demand is for those varieties
of tinplate which ave used in the manufacture of oil containers. The
advantages of specializing in the manufacture of a few varietics of
tinplate for which there 1s a large and continuous demand are evi-
dent, and we think that the Company was well advised to concentrate
its attention on the manufacture of oil plates in the early years of
ity existence. As the industry develops and the manufacture of tin-
plate in Tndia approximates to the demand, other varieties will be
roduced.  The Timplate Company claims that it has already manu-
%‘dctured without difficulty eighteen different varieties, and there is
good reason to believe that it will be possible to produce in India
all kinds of tinplate for which there is a substantial demand within
a reasonable period.
215. The Welsh manufacturers assert that ©“ the factors against
“Tactors against succiess » in ihe co:.nmercial1 manufacture of
LAcoTs Agalnsy suc- tinplate in India ‘“ are conclusive.” At the
cess  of Indian industry. tin}e they wrote this they had not ascertained
the recent costs of the Tinplate Company, which are already sub-
stantially lower than those which the Association had in mind. We
have shewn in the earlier purt of our Report that, in a relatively few
vears, the tinplate indusiry in India will be able to dispense with
protection. Tt is indeed probable that if the various imported mate-
rials used in the manufacture could be obtained at prices, delivered
at the Indian works, equivalent to the prices at Welsh works, the
total works costs of tin&ate in India would in a few years be as low
as, if not lower than, in Wales. In the Association’s opinion there
are three obstacles to the success of the industry, »iz., high labour
costs, high cost of materials and the difficulty of disposing of wasters.
We have already discussed fully the question of wasters and it is
admitted that the cost of imported materials is higher than in Wales.
The remaining points we shall now consider.

216. We have been supplied with a sworn statement by Mr. H
Comparison of labour C. Thomas, Assistant Secretary to the Welsh
costs. Plate and Sheet Manufacturers’ Association,
which contains some general information about labour costs in South
Wales. The average wages for the quarter ending March, 1926, are
there stated to be 4s. 1-3d. per basis box, or £4-5-2 per ton. This
equals Rs. 56-8 per ton at 1s. 64. or Rs. 639 at 1s. 4d. The average
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wages cost per ton at Golmuri during the first five months of 1926
was Rs. 89-3. Although we realize that the Welsh average covers
the production of some plates which require more labour than those
made in India, we do not regard the comparison as unfavourable;
for the Indian works has been in operation a little over 3 years and
a fairly large and expensive Welsh supervising staff still has to be
employed. And if, as we estimute, the total labour cost in the
Indian works falls during the next few years by about Rs. 16 per ton
of tinplate, the cost may then be below the average Welsh labour
cost for the same kind of tinplate. The whole of the Indian labour
employed in tinplate making has less than four years’ experience
whilst in Welsh works, according to the figures supplied by Mr.
Thomaus, about one-third of the men have more than 20 years’ service,
over one half have more than 10 years’, and over three quarters have
more than 5 years’ service. Kxperience is an important factor in
tinplate manufacture as the Association rightly claims, and it is not
unreasonable to expect that its benefits will become increasingly
apparent in India during the next few years. As regards the total
number of men employed, Mr. Thomas estimates that for a six mill
equipment similar o the Indian works producing 30,000 tons, 710 to
720 employees would be vequired. For an output of 35,000 tons (the
estimated output at Golmuri in 1926) the number would presumably
be about 800. The total wumber employed at Golmuri is 2,800, a
proportion of about 1 to 3% The output per head in India under
present circumstances cannot be expected to equal that in Furope
and we do uot consider this proportion uu{)romising in the early
stages of an indusiry which depends so largely on manual labour.

v

217. The nett consumption of tin per box in Wales is said to be
about 1 1b. 10 oz. This is not much better
than Tndian practice. Toecally made tinbar,
as we have seen, is no cheaper in Wales than here. Thus, in the
{hree most important respects- wages, tin and tinbar—the Welsh
manufagturer can claim no permanent advantage and if his costs
are a little lower to-day than those in India, it is largely due to the
lower prices of some of the raw materials and to the import duties
which the Indian manufacturer has to pay.
218, We do not propose to deal at any length with the statement
Use of Indian materist that the Tinplate Company of India has
und effect on employment failed to promote a ‘‘ permanent profitable
of labour. increased production of Indian materials ”’
or opened permanent new avenues for Tndian labour. The cost of
tinbar represents rather over one-third of the cost of production of
tinplate. We have already discussed the agreement between the
Tata Tron and Steel Company and the Tinplate Company of India
and have staled reasons for our helief that the price at which tinbar
will he supplied will be on the whole an economic price and will not
be detrimental to Indian steel production. Including fuel and
power, the value of Indian materiaﬁs is rather over three quarters of
the total value of the materials used excluding tin, which 1s not pro-
duced on any substantial scale in any tinplate manufacturing
country. Tt is asserted by the Association that ‘ the restriction of

Costs of materials.
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general labour due to the check imposed by protection entirely out-
weighs the labour employed in the manufacture of tinplat#s.”” We
do not believe that the small protective duty which we have recom-
mended will in any way adversely affect other industries, and we have
received no application from Indian industries opposing the continu-
ance of protection on this ground.
219. We now turn to that portion of the Association’s represen-
Wages of covenanted tation which deals with the conditions of
labour. labour in the Tinplate industry, The Asso-
ciation has compared the rates of wages drawn by the covenanted
labour of the Tinplate Company with the rates of wages in Wales
and with those drawn by the Indian employees of the Company,
and has arrived at the conclusion that the wages of covenanted
employees are excessive. We do not consider the comparison con-
vincing. The covenanted employees of the Company were brought
out to India for the special purpose of training untried Indian
labour in the difficult processes of tinplate manufacture, and are
retained in employment only in so far as they are successtul in
their instruction. Their position'is that of instructors rather than
of operatives. The Welsh wages given aro the average of each
department for employees of alf grades of experience and in many
departments the wages of women and juveniles are also included.
The comparison is, therefore, misleading. But apart from this, it
is undeniable that in the early stages of a new and highly technical
industry, the importation of experienced instructors is necessary,
The rates of pay are not in excess of those paid in other new
industries to their employees brought from abroad, and we find it
difficult to believe that the T'inplate Company, whose losses have
furnished every inducement to economy, is not in a better position
than the Association to judge whether the wages paid are exces-
sive. We have already explained in paragraph 177 that, in our
opinion, the Tinplate Company has been well advised in the policy
which it has adopted. In little over three years the number of
imported employees hus been reduced by about one-third, and
a8 Indians become more experienced further reductions will be
made until, in the course of a few years, the incidence of the
wages of the imported staff will form but an insignificant propor-
tion of the cost of the finished article.

220. Asregards the level of wages of Indian labour, it is obvious

. that the wages paid to operatives who ate

Wages of Indian labour. learning a new trade cannot fairly be com-
pared with the rate which is appropriate to skilled and experienced
workers, while no comparison with the level of wages prevailing in
other countries would be legitimate which did not take into account
the differences in the standard of comfort and general purchasing
power. This is admittedly a difficult and complicated question and
it is to be regretted that the Association has thought fit to support its
conclusions by statements which are somewhat political in character.
291. We have made a careful examination of the general condi-
Conditions of Indien tions of Indian labour at Golmuri. The
1abour. average scale of wages compares very favour-
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ably with that prevalent for similar classes of labour in other indus-
trial centres. In addition to this, excellent housing arrangements
have been made by the Company at its own expense. About half
the labour is accommodated in well built houses, most of which are
provided with water-borne sanitation, and the rents charged are
moderate. The remainder of the workmen live in houses built by
themselves, partly with their own and partly with money advanced
by the Company. There is an ample supply of filtered water for the
whole population, and free medical treatment is provided not only
for the workmen and their families but for all applicants. Arrange-
ments for the education of children have been made in conjunction
with the Tata Iron and Steel Company. The attention of Sir Edgar
Jones was drawn in his oral examination to the labour conditions at
Golmuri and he said ‘“ On the social side no criticisms ear be made
against them; and 1 think they call for a good deal of commenda-
tion. So far as you can aurrange for the men’s comforts in a steel
works, I do aot think anything is omitted.”” In view of this state-
ment we think it unnecessary to discuss in delail the arguments put
forward in paragraph 27 of the representation.*

222. Tt has been urged that the manufacture of {inplate in India
is nmot an industry and consequently cannot
qualify for protection. The Association con-
siders that the Tinplate Company is in effect

a mere department of the Burmah Oil Company and has been able
lo penalize its competitors in the oil trade by the imposition of tariff
duties on the articles competing with those produced in its own tin-
plate works. The argument appears to us to rest on a misconception
of the true position. The statement that the original shares of the
Tata Iron and Steel Company in the Tinplate Company have no
value and are to all intents and purposes wiped out is incorrect.
We have received evidence that a reconstruction of the share capital
is under consideration involving a reduction of the debenture loan
and the ordinary shares proportionately, but it has nowhere been
stated tha¢ the shares of the Tata Iron and Steel Company will
be completely written off. It was suggested that the 0il Company
as the principal shareholder was in control of the Tinplate Company
and derived some special advaniage therefrom. In evidence, how-
ever, it was stated that the argument was not in reference to the
present position but to the future and would apply only if the scale
of protection was prohibitive. In view of the very moderate nature
of the scale of protection proposed, we need not discuss this matter
further. Nor ({oes it appear that the Burmah Oil Company is able
to obtain oilplate at any lower rate than its competitors. '[he price
'is governed by an agreement with the Tinplate Company under
which the Oil Company is entitled to purchase all tinplate of satis-
factory quality manufactured out of 35,000 tons of tinbar at the
ascertained price of imported tinplate, including the duty. The
Company is thus in no better position in the matter of price than if it

Manufacture of tinplate
*“not an industry.”

*Bee Volume VI--The Evidence recorded by the Indian Tariff Board
during the enquiry into the question of continuance of protection to the
Tinplate industry.



132 OHAPTER XVIIL,

purchased imported tinplate. Far from securing o itself additional
profit by its connection with the Tinplate Company, it has in fact
incurred very heavy losses, Had this venture been backed by a com-
pany lacking the financial resources of the Burmah Oil Company,
it is probable that this indusiry, which we consider to be of great
national importance, would have ceased to exist. Moreover, even
at present the Burmah Oil Company is not the only purchaser of
tinplate from the Tinplate Company. The output of tinplate from
35,000 tons of {inbar is approximately 26,000 tons on the present
production, while during the period of protection the average output
of tinplate will be not loss than 36,000 tons. Already the Company
is supplying tinplate for the use of biscuit makers, ghee packers and
vegetable o1l manufacturers, and with any further considerable ex-
pansion of the industry, its operations must extend much beyond the
supply of tinplate to the Burmah Qil Company. We cannot, there-
fore, subscribe to the view that the Tinplate industry in India is
not a genuine industry and is thus disqualified for protection.

R23. Nor does there sappear to be any justification for the conten-
Burmah Oil Company tion that the losses incurred by the Tinplate
*a monopoly.” Company should be met by the Burmah Oil
Company. Tt has been arged that the Oil Company constitutes a
monopoly and as such is in a position to recoup any losses incurred
on the manufacture of tinplate by a slight increase in the price of
0il. The argument proceeds on the assumption that the Burmah
0il Compauny is the only sharcholder in the Tinplate Company, which
assumption we bave alrcady shown to be incorrect. We have no
information as to the precise position of the Burmah Oil Company
in the distribution of oil in India, but aussuming that it has &« mono- .
poly as is contended by the Asseciation, it is reasonable to suppose
that the present price of oil products is maintained at a level which
in existing circumstances would give the Company the maximumn of
profit. Any attempt to recoup losses on the manufacture of tinplate
by an increase in the price of oil is therefore likely to prove im-
practicable. Our general conclusion is that the Tinplafe Company
of India has established a genuine industry and that the sharehol-
ders, viz., the Burmah 01l Company and the Tata Iron and Stcel
Company, are entitled to such protection as would ensure a reason-
able reiurn on the value of their fixed assets. We have not over-
looked the fuct that mistakes have been made in the past, but we
think that sufficient allowance has been made for this by our reduc-
tion of capital valuation from Rs. 161-5 lakhs to Rs. 85 lukhs.

224. The Association has also referred to the question of the
national importance of the Tinplate industry.
On this matter we think that there is no room
for doubt. We have been informed by the
military authorities that they regard tinplate as an important part
of war equipment. It is used in the construction of ammunition
boxes, for the manufacture of containers for motor spirit and oil,
and for the provisioning of troops. It has been urged that
if it were possible under war conditions to import the materials re-

Denial of national im-
portance of Industry.
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quired for the manufacture of tinplate which are not produced in
India, it would also be possible to import tinplate from Wales, This
point is a debatable one and we can conceive of conditions yn which
tin from the Straits Settlements or palm oil from Africa might be
imported into India, but consignments of tinplate from Wales
might be liable to interception. Nor is the supply of tinplate
likely to be interrupted by war conditions alone. Labour iroubles
in  Great Britain might affect the supply and the effect
of the present coal dispute on the tinplaie trade appears to us a
striking proof of the desirability of establishing the indus-
try in India, Apart from the importance of securing a continuous
supply of tinplate in India, we consider that the suceessful establish-
ment of an industry requiring such a high degree of skill under con-
ditions so entirely new is bound to exert a stimulating influence on
industrial development generally in India, and in considering the
claim of the Tinplate industry to protection, this is an aspenct of the
matter which in our opinion shou}d not be ignored.

225. The Association complains of confusion in the calculations
. . in the Board’s earlier reports. The malter
byot?:i&sgg:f::?:: raised g of a somewhat . technical nature and we
have thought it more convenient to deal with
it in Annexure I). Tt is sufficient hiere to state that the suggestion
that if all appropriate adjustments had been made, the Board’s re-
commendations would have been substantially different, is entirely
without foundation. Other matters relevant to our enquiry which
have been referred to in the Agsociation’s representation are the
eventual ability of the Tinplate industry in India to stand without
protection, the exemption from the protective duty of certain kinds
of tinplates which are not at present manufactured in India, the
question of preferential rates of duty for Welsh tinplates and the
fair valuation of a works of a capacity and type similar to that of
the Tinplate Company of India. These matters have already been
fully discussed in the earlier chapters* of our Report and we feel it
unnecessary to refer to them further.

o

* Vide paragraphs 192 to 195, 205, 206 and 208,
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CHAPTER XIX,

Summary.

226. We summarize our conclusions as
follows : —

(1) The Tinplate industry bas cffected remarkable progress and
fully justified the policy of discriminating protection ~adopted by
Government. Production has increased from 9,000 tons in 1923 to
approximately 35,000 tons in 1926. Works costs have fallen from
Rs. 459 per ton in 1924 to Rs. 313 per ton in the first seven months
of 1926. A notable increase in the efficiency and skill of Indian
‘labour has been achieved, and within three years of the commence-
ment of operations it has been found possible to reduce the number
of employees by approximately one-third. TFinancially, however, the
tesults have mnot been so successful. The Tinplate Company of
India has incurred heavy losses which we should estimate for the
vears 1923 to 1925 inclusive at Rs. 50 lakhs. Recent financial
results, however, are more emcquraging, and, with a reasonable
measure of protection, we think the industry should be established
on a firm basis in the near future,

(8) On a careful consideration of the possibility of effecting
economy in manufacture during the period of protection, we have
found it necessary to reduce the Company’s estimate of works costs
at the end of seven years from Rs, 285 per ton to Rs. 279.

(3) After considering the estimate of the present day valuation
of the plant submitted by the Tinplate Company and the estimate
oi erecting a plant of similar type and capacity in Wales furnished
by the Welsh Plate and Sheet Manufacturers’ Association, we have
jormed the conclusion that a fair replacement value of the Com-
pany’s works and town is about Rs. 85 lakhs, in place of Rs. 162
lakhs, the amount at which it at present stands in the Company’s
books.

(4) With the adjustments necessitated on account of freight,
toxes for packing and wasters, the fair selling price which we re-

commend 1s as follows:—

Bummary of conclusions.

Per ton.

Works cost . . . . . . . . 293
Overhead charges . . . . . . 22-76
Manufacturer’s profit . . . . . . 18-09
Adj ‘stments—

Kreight . . . . . . . . 12:76

Waketers . . . . . . . . 18

Packing . . . . . . . . 2-8

Toran . 368-22
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(5) We have based our estimate of the future selling price of
tmported iMplate, viz., Re, 820 per ton without duty, on the prices
prevailing in the early months of 1926, disregarding the rise which
nas occurred subsequently on account of the coal stoppage in Great
Britain.

(6) The difference between the fair selling price of Indian tin-
plate and the futuro selling price of imported tinplate is the measure
of the duty which should be imposed and we accordingly recommend
a reduction of the present scale of duty from Rs. 35 to Rs. 48 per
ton.

(7) We are unable to support the claim that varieties of tinplate
not manufactured in India should be exempt from the protective
duty. Special varieties of tinplate bear a higher valuation and
the duty which we propose will not be greatly in excess of a 10 per
cent. ad valorem duty for such varieties. From the economio
peint of view we cannot agree to any diserimination of duiy in
favour of Wales, since it is with. Welsh tinplate that the Indian
product has mainly to competo.

(8) We recommend that the period for which protection should
be continued be fixed at seven years.

(9) We are of opinion that at the end of that period the industry
should be able to stand without any protection other than that
afforded by the revenue duty.

(10) Finally, we consider that there are good grounds for believ-
ing that the industry will eventually be able to face competition
even if the fiscal system of the country is so organized as to result
tn the reduction or even abolition of the revenue duty.

P. P. GINWALA,
President.

J. MATTHAI.
Member.

A. E. MATHIAS,
Member.

C. B. B. CLEE,

Secretary.

14th December, 1926,
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ANNEXURE A.

At the end of the year 1925 an order was placed in England
through the Chief Controller of Stores, Delhi,
0 4021“ 6fofn53pls£caer:is ?rfl :{-}nd rthe ])i;‘entorf(}geim{al é)f Stores,h:[%ondgrll,
: ' or 53 girders o t. 6 in. each for the
%ﬂ?egslt%gg R%wi}}f’ North North Western Railway. We have obtained
details of the duty-paid landed price of these
girders both from the Chief Controller and from the Railway author-
ilies. There is, however, a wide divergence in the prices furnished.
The North Western Railway authorities originally informed us that
the duty-paid landed price amounted to Rs. 243-6-8 per ton. On
the other hand the figure supplied by the Chief Coutroller was
Rs. 337-8-3 per ton. Tt appeared, however, that the Railway figure
had been arrived at by including Customs duty at only 10 per cent.
instead of 25 per cent. ad walorem, which is the correct duty on
fabricated steel. On a further reference it was explained by the
Railway that ‘ the Customs duty was charged at 10 per cent. ad
valorem according to item No. 101 of the Tariff Valuation Schedule
II for 7 mouths from June to December, 1925, which reads as
follows : —‘ Railway materials for permanent way and rolling stock,
ete., ete., 10 per cent. ad valorem’ . The items under this entry
are clearly sel forth in the Tariff Schedule and do not include bridge
girders, which obviously fall under ‘‘ structures’ according to
item No. 91 of the Schedule, against which the duly is entered at
20 per cent. ad walorem. An amended statement was, however,
supplied to us by the Railway authorities in which the duty-paid
landed price is given as Rs. 289-2-7 per ton. There is still a large
difference between this price and that given by the Chief Controller.
The explanation lies in the different estimales of the sea freight.
In the one case it is assumed that each girder will be despatched in
severalepieces, the minimum rate of freight per ton being chargeable
on each. In the other case a higher freight is taken, it being
assumed that each girder will be shipped in much larger pieces.

There are two points in this case which call for remark. In para-
graph 121 of our first report on the grant of protection we empha-
sized the importance of correct calculalion of duty in comparing
foreign and Indien tenders. If the Railway authorilies calculate
the charges on account of duty on fabricated girders at 10 per cent,
instead of 25 per cent. ad walorem, there is an obvious risk that
orders which should be placed with Indian manufacturers will go
abroad. Further, if it is assumed that girders of this size are
shipped in comparatively small picces and a low rate of freight is
taken accordingly, some allowance should be made in comparing
Indian and foreign tenders, for the extra cost of assembling and
riveting the imported girders in India. Tt is obvious from the
discrepancies in the two prices that when the tenders were com-
pared with Messrs. Burn and Company’s tender, no exact estimate
of the freight was possible and we consider that when calling for



138

tenders from abroad, every effort should be made to ascertain the
size and weight of the pieces in which girders will be shipped,
so that accurate estimates of the freight and erection charges may
be possible when the tenders are compared with those of Indian
manufacturers,
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ANNEXURE B.

Proposed sections of the Tariff Schedule embodying the Tariff' Board’s
recommendulions.

The following draft is intended to summarise the whole of the
recommendations and to show their relation to the non-protected
items as classified in the Tariff Sche lule issued periodically by the De-
partmont of Commercial Int:lligence and Statistics. It should be noted
that () the duties on “ nails, wire or French  and on ““ wire, all other
kinds” and the duties on rallway wagons, etc., are the existing duties
and are not recommendations for the period commencing Ist April,
1927 ; the Board’s findings in respect of these articles will be issued later ;
ani () the tariff valnations and rates of duty applicable to non-protected
articles are copied from the issue of the Schedule for the year 1926 and
are not recommendations by the Board.

As is explained in Chapter VI of the Report it is recommended that
the basic duties be applied to imports from all sources and the additional
duties only to imports from countries other than the United Kingdom.

Duty.
: . Proteotive
S . Tariff .
= Names of Articles. Peor Rlnean?| Non-pro-
E tective. Basio Addi-
) : tional.
@
CONVEYANCES,. Rs. A
67 | Coal-tubs, tipping wagons dd valo- 17 per cent. |Rs. 13 por
and the like conveyances rem. (minimum | ton.
designed for use on light Rs. 22 per
rail track, if adapted to be ton).
worked by manual or animal
labour and if made mainly
of ivon or stesl ; and compo-
nent parts thereof made of
iron or steel.
Tramcars, motor-omnibuses, ’ 15 por

motor-lorries, motor-vans, cent,
passoneer lifts, oarriagoes,
carts. jinrikshas, bath chairs,
perambulators, trucks,
wheelbarrows, bicyoles,
tricycles, and all other sorts
of conveyances nut other-
wise specified, and compo-
nent parts and accessories
thereof, c¢xcept such parts
and accessories of the motor
vehicles above mentioned as
are also adapted for use as
parts or accessories of motor
cars, motor cycles, or motor
seooters (see No, 68).

75 | Hardware, ironmongery and| ... - 15 per
touls, all sorts, not otherwise cent,
specified.
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£ ! Serial No.

Names of Articlew.

METALS, IRON AND STEEL.
Tron—

Angle, channel #nd tee, not
fabricated—

Crown and
qualities,

Other kinds .

superior

Other kinds if galvan-
ized, tinned or lead

coated,
Angle, channel and tes,
fabricated,
Bar and rod—

Qualities superior ta

Grade A of the
British _ Engincering
Standard Asgociation,

Grade A of the British
Engineering Stan-
dard Association and
Crown quality and
ivtermediate quali-
tieg—

Over % inch in dia-
meter or thick-
ness.

4 inch and under
in diameter or
thicknees.

Common, not galvan-
jzed, tiuned or lead
coated -~

() If of the shapes
and dimensions
gpeoified under

o. for steel
bar snd rod in the
tatutory Schedule.

(8) Other sorts

Per

ton

ton

Tarif?
valuation,

200 0
Specific

200 0

Ad walo-
rein.

350 0

%0 0

220 0

Specific

Ad valo-
rem.

Non-pro-
tootive.

10 per

cent.

10 per
cont.

10 per
cent.

10 per
cent.

10 per
cent.

10 per
cent,

Duty.

Protective.

Basic,

Rs. 19 .

17 per cent.
(minim um
Rs. 21 per
ton).

Ra. 26 . .

Addi-
tional.

Rs. 1.

Ra. 12 per
ton.

Rs. 11,
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Sorial No.

a1

Namos of Articles.

METALS, IRON AND STEEL—
contd,

Tron—contd.
Bar and rod—contd.
Common, if galvzmzo
tinned lead
coatoed.

All other sorts
Pig .
Rice howls . . .

Spiegeleigen, ferro-manga-
nese, ferro-gilicon and
other ferro-alloys.

Steel—
Alloy steel, all kinds

Angle and teo. if galvan-
ized, tinned or lead
coated -

Not fabricated .
If fabricated

Angle and tee, all other
gorts, and beam, chan-
nel Led trough, piling
and othor sections not
otherwise specifled—

Not fabricated .
If fabricatod .

Bar and rod —

Planished or polished,
including bright
steel shafting.

Galvanized or coated
with other metals.

Per

ton

ton

awd.

ton

ton

ton

Tariff
valuation,

Rs, A,

180 ¢

Ad wvalo-
remn.
80 0
22 0

4d valo-
rem.

Ad walo-
rem.

180 0

Ad valo-
rem.

Specific

Ad valo-
rem.

240 0

180 0

Non-pro-
toctive.

10 per
cont.

10 per

cent.

10 por

cent,

10 per
cend.

10 per
cent.

10 per
cent,

10 per
cent,

10 per
cent.

10 per
cont,

10 per
cent.

Duty.
Protective.
: Addi-
Base. tional,
Rs. 19. Rs. 11.
17 per cent. [Rs. 12 per
(minimum | ton.
Rs. 21 per
ton).
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l Serial No.

Names of Articles.

Por

Tariff
valuation.

Duty.

Non-pro-
tective.

Prote®ivo.

Addi-

Basic. tional,

MEeTALS, IRON AND BTEEL~—

contd.

Steol econfd.

Bar and rod contd.

Kinds or qualities other
than alfoy. crucible,
shear, Dblister or
tubsteel if having,
after being normal-
ised, a Brinell hard-
ness number not ex-
ceeding 200 and if
of the following
shapes : rounds not
under § inch diame-
ter ; rquares not un-
der 4 inch side ; flats
other than those
which are either (a)
under 1 inch wide
and not ovor }inch
thick, or (5 not
under 8 inches wide
and not over } inch
thick; ovals if the
dimension of the
major sxis is loss
than twice thal of
the minor axis:
shapus designed for
the reinforcing of
concrete if the small-
est dimension is not
under % inch.

All sorts not othorwise
specified.

blister
all

shear,

Cracible,
tulh steel,

and
kinds,

Ingots, hlooms and

billets.

Slabs 1% ineh thick or

over.

Steel for springs and
for cutting tools
made by any process
if not specified
under ¢ bar and rod ’.

ion

Rs. a,

Specific

Ad vulp-
reu.

Ad valo-
rem.

Ad valo-
rem

Ad valo-
rem.

Ad valo-
rémn.

10 por
cent.

10 per
cent.

10 per
cent.

10 per
cent.

10 per
cent.

Rs. 26 . R, 11.
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I Serial No.

Names of Articles.

Per

Tariff
valuation.

Duty.

Non-pro-
! tective.

Mrrans, IroN AND STERL
—-contd.

Steel-~concld,

Structurcs fabricated par-
tially or wholly, mnot
otherwise specified, if
made mainly or wholly
of steel bars, scclions,
plates or sheots, for the
construction of build-
ings, bridges, tanks,
well-curbs, trestles,
towers and similar strue-
tures or for parts there-
for, but not ineluding
Luilders’ hurdwars (see
No. 75) or articles gpoci-
ﬁeél in Nos. 67, 87, 88 or
136.

Tinplates and t{inned
sheets, including tin tag-
mers, and cnttings of
such plates, sheety or
taggers.

Iron or Steel—

Anchorg and cables

Bolts and nuts, inecluding
hook bolts and nuts for
roofing.

Diges and Circles—

(a) Cut from plates or
sheets of the kinds
specified under Nos.
147 and 148 in the
Statutory Sche-

dule—

Galvanized:.

Not galvanized,
not under } inch
thick.

Not  galvanized,
under 4 inch
thick.

(3) Others

Expanded motal B

ton

ton

Rs. 4.

Ad valo-
rem.

Specitic

Add valo-
rem.

Ad valo-
rom,

Specifie

9

Ad wvalo-
rem.

Ad valo-
rem.

10 per
cent.

10 per
cent.

10 per
cent.

10 per
cent.

Protective.

Basic,

17 per cent.
(minimum
Rs. 22 per
ton).

Ra. 48

. 38
» 20

Addi-
tional,

Rs. 13 per
ton.

Ra. 16

» 24
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l Serial No.

Names of Articles.

MrTALS, IRON AND STEEL
- contd.

Iron or Stecl—contd.
Hoops and Strips—

Having a Briuell bard-
unews number of 143 or
over, or being eontod
with other motals.

Having a Brivell hard-
ness numbor of less
than 143 and not being
conted with other
metals.

|
Nails, Rivets and Wash=)
arg, nll gorts - .

o . . i
Nailg, wire or French
i

Nuils, rose, deck and |
flat-headod.

Nails, Dbullock a.ud|
horse-shoe. i

Paucl ping, 10 gange
and smaller. i

Nails, other kinds,
including  galvan- l
ized, tinned or lead .
coated, and tacks.

Rivets, hoilermakers’
or  struetural, if
Hlack.

Rivets, other sorts i
|

Washers, blanir, strue- E
tural.
|

‘Washers, other sorts,
including  galvau-
izod, nickel pluted,
tinned or lead cont- .
ed and dome-ghaped |
spring or lockiug |
washers,

Per

ton

cwt,

cwt.

Tariff
valuation.

Rs.

215 0

170 0

Spacific

15 0

50 0

t
<t
<

. Ad wvalo-
iorem.
14 0

Ad wvalo-

rem.

Now-pro-
tective.

10 per
cent.

10 por
aent.

10 per
cent,

10 per
cent,

10 per
cent,

10 per
cent

10 per
cent.

10 per
ocnt.
10 peor

cent.

10 por
cent.

Duty.
Protecuve.
» Addi-
Basie, tional.
Rs. 3
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] Serial No.

Names of Articles.

Per

M=rrans, JRON AND STHEL~
contd

Iron or Steel—contd.

Pipes and 'Tubes, and
fittings therefor, that is
to say, bends, boots,
olbows, tees, sockets,
flanges, plugs, valves,
opoks a.ndp the like—

If rivetted or other-
wise  built up of
plates or sheeta—

(@) Galvaniged .

(6) Not galvanized, not
under 4 inch
thick.

(¢) Not  galvanized,
under |} inch
thick.

All other kinda .

Plates not uunder iiuch
thitk, including wsheets
{ inch thick or over—

Boiler  flre-box and
special qualitios, not
fubricated.

Galvanized, plain, not
fabrioated.

Cast  iron, whether
fabricated or not.

Ship, tank,
chequered an
common and cut-
tings of such Plutes,
not fabricated.

bridge,

Cuttings, all kinds
not otherwise apsci-
fied.

All kinds, fabricated,
not otherwise speci-
fied.

ton

ton .

Tariff

Rs. A,

4d wvalo-
remn.

Ad valo-
remn.

Add wvelo-
rem.

42 valo-
rem.

300 0

250 0

Ad wvalo-
rem.

Specific

Ad valo-

rems.

Ad valo-
rem.

valusation,

Duty,
Protective.
Non-pro- B e
tectlve. Basi Addi-
usIe tioual.
17 per cent. w“
(minimum
Ra. 42 per
ton),
17 per cent. | Rs. 18
{minimwm per ton.
Rs. 22 per
ton),
17 per cent. | Re. 26 per
{(minimnm ton.
Re. 39 per
ton).
10 per
cent,
10 per
cent. ]
10 per .
cent.
10  per
cont,
Re, 20 Ra. 16.
10 per
. cont,
17 por cent. | Re. 18 per
minimum ton.
8. 22 per
ton).
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Duty.
6 Tariff Protective.
>4 Names of Articles. Per | luation. Non-pro-
ic tective. Addi-
H Basio. tional,
w .
Rs. a.
METALS, IRON AND STEERL—
contd.
Iron or Steol - contd.
Railway Truock Material--
Rails 80 Ibs. and over| ton | Speocific Rs. 13 .-
poer yard,
Fishplates for rails | .. | A4d valo- 10 per cent. -
30 1bs, and over rem. (minimum
por yard. Ry. 6 per
ton),
Rails under 30 1bs. por | ton | Specific Rs. 26 Ry, 11.
yard, aud fishplates
therefor. _
Bearing plates and Ad ealo- |10  per s
lever boxes, rem. cent,
Spikes and tie-bars ton | Specific Rs. 26 Rs. 11.
Sleepers and keys. and
distance-pieces and
the like therefor—
(a) Cast iron Add wvalo-| 10  per
reIn. ceut.
(1) Steel ton | Specific Rs. 10
Switches, crossings
and the like material
not made of alloy
steel—
(a) for rails 30 Ad wvalo- 17 per ccnt.
Ibs. and over rem. (minimum
per yard. Rs, 14 per
ton).
(b) for rails under Ad valo- 17 per cent. | Rs. 12 per
30 1be. per ren. (minimum ton.
yard, Re. 29 per
ton).
Sheets under § inch thick,
not fabricated - _
Galvanized, all kinds| ton Specific Ra. 38
and shapes produced
by rolling or press-
ing, including out-
tings.
Coated with wmetuls Ad wvalo-|10  per . .-
other than tin or Tem. cent
zine and enttings
of snch sheets,
All other sorts, inelud-| ton | Speoific Rs. 35 « | Rs. 24
ing cattings not
othorwise specified.
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[ Serial No.

Daty.
. Tariff Protectiva,
Namcs of Articles. Per Valuation. Non-pro-
tective N
‘ : Addi-
Basio. tioval.
Rs, A
MeTavLs, IRON AND STEEL— :
contd
Iron or Steel—contd.
Sheets under § inch thick,
fabricated—
Galvanized w | Ad valo- 17 per cent.
rem (minimum
Rs. 42 per
ton).
Coated with metals other Ad valo- 17 per cent. .
then tin or zine. rem.
All other gorts Ad valo- 17 per cemt. | Rs. 26 per
e, (nmapimum ton.
Rs. 39 per
ton).
Tramway Track Material—
Raily, fish-plates, tie-bars, Ad valo- [ 10 por
smtchcs, orossings end remn. cent,
the like materials of
shepes aud sizes epe-
cially adapted to tram-
way track, provided that
rails the heads of which
are not grooved and fish-
plates, tie-bars, swit-
ches, crossings and the
Yiko materials for such
raile shall be assessed
ae leway Track Mate-
rial.
Wire—
Barbed and stranded fone- Ad vale-]10  per . .
ng. rem. cent.
Netting . Ad wvelo- |15 per
rem. oent.
All other kinds Ton. | Specific. Ra. 60. e
Wirte rope Ad walo-}10  por e
rem. cent.
Iron or steel dcsigned for Ad valo- |10  per e
tho re-inforeing of con- rem. cent,
crete, nof otherwwe
specified (sec Nos. 90
and 91).
Iron or steel, =all other Ad wvale-} 15 per
kinds not otherwise rein. cent.
specified.

LR
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Serial No.

Names of Articles.

Per

Duty.

Tariff
Valuation.

Non-pro-
tective,

Protective.

Basic.

Addi-
tional.

93

m

MeTAL8, JRON AND STEEL--
concld.

Iron and Steel Cans or
Druams- -

‘When imported containing
kerosene and  motor
spirit which aro separa-
tely assessed to duty
undor Nos, 4 and 34A.,
namely :—

Cang, tinned, of four gal-
lons capacity.

Cans or dromg, not tinned,
of two gallons eapa-
city-

(@) with faucet caps

() ordinary

Drume of four galons
CApRCIty—

(@) with fauncet caps
(3) ordinary

Jron or steel cans or
drams, other sorts.

RATLWAY PLANT AND Rori-
ING STOCK.

Railway materials for perma-
nent way and rolling stock,
namely :—

Bearing-plates, fishbolts
and nuts, chairs, inter-
looking agps.ratus, brake-|
gear, shanting skids,
couplings and springs,
signals, turn-tables,
weigh-bridges. varriages.
wagons, traversera, rail
removers, scooters, trol-
lies, trucks, and com-
ponent parts thercof ;
switches, crosbings, and
the like material made
of alloy stéel; also|
cranes and water tanks,
when imported by, or
under the orders of, a

railway company.

i A

Can,

Can
or

drum

Can
or

drum.

Drum.

Drum.

;M valo-

Rs, aA.

o
w

Ad valo-
rem.

rem,

15 per
cent.

15 per
cont

15 per
cent.

15  per
cent,

10 per
nent.
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Serigl No.

Names of Articles,

Per

Tariff
Valaation,

liutj.

Non-pro-
teotive.

Protective.

101

102

RarLway PLANT AND ROLL-
ING STOOK—contd.

Railway materials for perma-
nent way and rolling stock,
uamely :—contd.

Provided that for the pur-
pone of this entry ¢ rail-
way”’ means a line of
railway subject to the
provisions of the Indian
Railways Act, 1890, and
inolndes & railway cons-
tructed in a State in
Iudia and also such
tramways a8 the Gover-
nor-General in  Conncil
may, by notiflcation in
the Gazette of India,
gpecifically include
therein :

Provided aleo that nothing
shall bLe deemed to te
dutiab'e hereunder
which is dutisble under
No, 87 or No. 88,

Component parts of railway
maferials, as dofined in
No. 101, namely, such parts
ouly a8 are essential for the
working of railways and
have been giveu for that
purpose some speoial shape
or quulity which would not
bYe essential for their use
for any other purpose:

Provided that articles
which do not satisfv
this condition shall also
be deemed to re com-
ponent parts of the rail-
way material to which
they belong, if they are
easential to its operation
gnd are imported with
it in such quantities as
may appe:r &, the Collec-
tor ot Customs to be
reasonable. -

Provi(ied ulso that nothing
shalt be deemad to be

dutiable hereunder which|

is  described ‘under
No. 90 or No. 91 or
No. 92.

Rs. 4.

Ad valo-

rem,

10 per
cent.

Addi-

Basie, tional,
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Notes on Proposed Sections of the Tariff Schedule.

67, CONVEYANCES.—

No change has boen made in the classification, but the duty proposed
in Chapter X has been inserted against the protected item.

15, TARDWARE, ETC.—

No change. The Tata Iron and Steel Company withdrew its appli-
cation for protective duties on picks, kodalies, etc.

90. IRON.—

No change in classification. The protective duties now recommend-
ed are substituted for those at present in force. The definifion of pro-
tected iron bar and rod has been amended to correspond with that of
protected steel bar and rod. Protective duties are not recommended” for
any items which are at present not protected.

91. STEFL.—

Alloy steel.~—No change,

Angle and tee coated with other metals.—No change,

Angle, beam and other sections.—-The word ‘trough’ has been sub-
stitnted for © troughplate’ and fsections not otherwise specified” for
¢ structural sections’.  The duties now recommended for fabricated and
non-fabricated sections have heen substituted for the existing duties.

Bar and Rod.—The present definition of protected bars has been
changed so as (a) to exclude certain sizes and shapes for which protec-
tive duties ave not required and (4) to leave no room for uncertainty as
to the kinds of bars for which protection is required. No other change
1s made under this head.

Crucible, etc.—No change.

Tngots, ete.—No change.

Railway Track Material.-~Removed to ¢ Iron or Steel ’,

Slabs—No change.

Stecl for Springs.—No change except that consequential on the re-
definition of protected bar and rod.

Structures, etc.—No change in definition. The duly now recom-
mended is substituted for the existing duty.

Tinplates, etc.—No change except that cuttings are to be subjected
to the same specific duties as the sheets, cte., from which they are eut
and that the duty now recommended is substituted for the existing
duty.

Tramway Track Malerial.-—Removed to ‘ Iron or Steel’,
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92. IRON OR STEEL.—

Anchows and cables.~No change.
Bolts and nuts, ete—~No change.

Dises and eireles.—The duties now recommended are substitated for
the present duties. As the new duty on plates is different from that on
sheets it has been necessary to divide the item ¢ not galvanized .

FBzpanded metal—No change.

1loops and strips.~—No change.

Nails, ete.—No change.

Pipes and tubes.—No change except in respect of the item ¢if
vivetted, ete.” 1t has been necessary to divide this item in order to

indicate the differences in the minimuin hasic duties and in the addition-
al duties.

Plates.-—Cast. ivon plates now form a separate item in order to make
it clear that they are not to be subject to the protective duties. Che-
quered plates are now included in the definition of protected plates and
cuttings of protected plates are to be subjected to the same duties as the
kinds of plates from which they are cut.  No change is made in respect
of galvanized plates or of plates of special qualitics. The protective
duties now recommended are substituted for those at present in force.

Railway Track Material.-- Fishplates for medium and heavy rails
now form a separate item as the duty proposed is different from that on
vails. A protective duty on steel sleepers is proposed : it is therefore
necessary that they be shown separately from cast ivon sleepers which
remain subject to the revenue duty. Switches for light rails are now
entered separately from those for medium and heavy rails as the mini-
mum basic duties and the additional duties differ.

Sheets.—The items have been re-classified as it is necessary that
protective duties shall be applied to all sheets other than those coated
with metals other than tin or zine. The duty on galvanized sheet is
different from that on other protected sheets. 1In all cases cuttings are
to be subjected to the same duties as the kinds of sheets from which
they are cut. The different classes of fabricated sheets are classified
separately in order to indicate the differences in the minimum basie
duties and the additional duties,

Tramway Track Material.—No change except that it is made clear
that vails the heads of which are not grooved and fittings for such rails
are to be treated for tariff purposes as Railway Track Material,

Wire—No change.

Wure rope~—No change.

Iron or steel for the re-inforcing of concrete, ete—~No change.

Tron or steel, all other kinds,—No change.

93, IRON OR STEKEL.—

Cans or dryms.—No change,
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101, RAILWAY MATERIALS, ETC~

No change escept that sleepers and fastenings therefor are removed
to indicate that they are to be treated as Railway Track Material under

¢ Irom or Steel ’.

102. COMPONENT PARTS OF RAILWAY MATERIALS. —

A provise is added for the purpose of securing that such component
parbs as ave of proteeted kinds of steel shall be subjest to protective
duties.
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ANNEXURE C.
Method of calculating eo.i.f. prices.

The measure of the protective duty is the difference between
the price of imported tinplate and what we consider to be a fair
gelling price for tinplate manufactured in India. It is obvious,
however, that no comparison of prices can be valid unless it can he
shown that the articles compared are the same and that all adjust-
ments of freight, packing, etc., which are necessary before imported
and Indian tinplate can be placed on the same market, have been
taken into account. We have already in our report explained that
the fair sclling price includes allowances for railway freight, for
the reduced price received for ‘‘ wasters >’ and certain minor ad-
justments. It is now necessary to define precisely what is meant
i our Report by the term ‘‘ Price c.i.f. Calcutta *’

The following items are included therein:—

(a) The price f.o.b. Bristol Channel port quoted fur the kinds
of plate (in the ordinary trade packing, i.e., wooden
bozes, for which no “ extra’’ is charged) purchased by
the Burmah Oil Company.—We accept this as a satis-
factory basis because these plates form by far the greater
part of the product of the Tinplate Company. These
‘“oil plates’’ are practically of the same thickmess,
but of two different sizes, namely 183" x147 and
20" x 107, They are used in the ratio of two sheets to
one and the average price is suitably ‘ weighted ™
although the prices per ton of the two sizas are usually
almost identical, the difference being oniy 8d. per ton
in the average published quotations for January, 1926.

(b)*The freight from the United Kingdom to Caloutta,
insurance and brokerage charges.

(c) Adjustments for the cost of packing materials.—Plates
imported by the Oil Company are packed in a tin (i.e.,
tinplate) case enclosed in an ordinary wooden box which
is specially bound with steel hoop. For the tin lining
an extra of about 9d. has to be paid to the British
exporter and for the hooping a further extra of about
3d. per box, i.e., per 110 lbs. of 18§”x14" plates or
per 156 1bs. of 207 x10” plates. The Oil Company has
found that for the journey from Golmuri to its can
factories in India, the tin case alone is sufficient and
therefore no hooping or wooden box is used. As there
was some uncertainty regarding the application of the
relative clause in the agreement between the Tinplate
Company and the Oil Compsny to this question of
¢ axtras >, it has been agreed that the former companv
shall receive the full *‘ extra ’’ {or the tin casing (which
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is supplied) and half the ‘“ extra ** for the hooping (which
1s not supplied) and that the Oil Company shall be
credited with half the cost (which has been taken to be
94d.) of a wooden box, since this is included in the basic
Welsh price but is not supplied by the Tinplate Com-
pany. This credit to the Oil Company is given only
in the final adjustment of accounts between the two
companies, but the extras for tin lining acd hooping are
included in the invoice prices.

These ‘‘ extras ’’, but not the credit, are taken into account in
the figures of iraport prices (both f.o.b. and e.i.f.) shown in the
Company’s Statement X (a), whick are found when checked in this
way to agree with the published quotations (f.0.b.). We have
already explained that the credit on account of half the cost of the
wooden box has been taken into account in the fair selling price,
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ANNEXTRE D

Allegation of ‘‘ confusion’ in the Board’s earlier
reports.

The representation of the Welsh Plate and Sheet Manufacturers’
Association states that there was ‘‘ confusion in the calculations
on which the earlier reports of the Board were based, defects being
alleged in respect of—

(@) the unit of weight on which the cost of production was
calculated ;

(b) the price received by the Tinplate Company per box; and

(c) the relation hetween the weight per box and the price per
box,

(a) Cost of production.—The Association points out that the
Welsh practice is to equate all production to that of a basis box
of 112 sheets, each 20 inches by 14 inches, of a total weight of
108 Ibs. This practice has been consistently followed by the EBoard
in its reports. The suggestion that either the Board or the Tin-
plate Company has used a basis of 106 lbs. or any other basis is
incorrect. The suggestion of confusion appears to be based mainly
on the fact that in letters to the Government of India, dated 13th
January, and 30th April, 1925, (pages 123 and 126 of the evidence
volume of the 1925 enquiry) the Tinplate Company gave its pro-
duction costs as Rs. 2194 and Rs. 18:08 per box respectively. The
Association ascribes the difference to an error in the basis of the
carlier calculation and states that ‘‘ such an enormous difference
in so short a time cannot be accounted for by any specific factors.”’
A more careful study of the position would, however, have shown
that a large reduction of costs was to be expected at so early a stage
of the Company’s development, since the first figure was the average
cost for January to September, 1924, and the latter figure the
average for January to March, 1925. The method used in the cal-
culations on which the report of February, 1924, was based for
allowing for the loss on wasters was the only method available at
the time of the enquiry and there is no reason to believe that it
did not correctly represent the loss.

(b) Price received by the Tinplate Company.—WHhile it is true
that the calculations were not adjusted for the charge for tin lining
and hooping, the Association is wrong in stating that the result
of such an adjustment would have been a reduction of Rs. 20 per
ton in the duty; the reduction would have been Rs. 8 per ton.*
Adjustments of this kind would have been inappropriate at
the time of the first enquiry, when manufacture had only just com-
menced and the estimates of the works costs were subject to great
uncertainty. IIad circumstances justified adjustments of a relative-
ly minor ls(,ind, the effect might well have been slightly to raise

* The details of the adjustment are shown in Annexure C.
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rather than to lower the duty recommended, for it would have been
nécessary to set against the adjustment for packing an adjustment
for freight from Golmuri to the ports, which has been found in the

present enquiry to require an addition of nearly Rs. 13 per ton to
the costs.

(¢) Relation bhetween weight and price—The Tinplate
Company’s statement No. X (page 28, Vol. IT of evidence given
during the first enquiry) shows that the Company compared the
prices it would receive with its costs of production on the uniform
basis of a unit of weight of 108 lbs. This was followed through-
out the Board’s calculations. It should thus have been clear to
the Association from the evidence that there was no foundation
for the suggestion that the weight of the hox used in ascertaining
prices was different from that used in the calculation of the works
costs. The Association points out that the boxes of tinplate of ‘ oil
sizes,”” which contain a greater weight of plate than the basis boxes,
are also higher in price. While this was known to the Board, it
was not realized that there was any appreciable difference in the
prices per unil of weight and o that extent the Board’s previous
calculations were in error; since they were based on the price per
unit weight appropriate to the basis box. The normal difference
in price quoted hy the Association is equivalent to less than Rs.
per ton. On August 4, 1923 (the basis of the Board’s first calculy
tion) the difference was vather over Rs. 6 per ton and on July 10
1925 (1he basis of the second caleulations) the difference was less
than Rs. 6 per ton.

Tt will thus be seen that if the prices had been calculated on the
quotations for ““ oil plates”’ and if an adjustment had been made
not only for the method of packing but also for the internal freight,
as would have been equally necessary, the effect would have been
to lower the duties recommended iu the earlier reports by only one
rupee per ton.
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ANNEXURE E.

Details of agreement between the Tinplate Company
of India, Limited and the Tata Iron and Steéel Com-
pany, regarding sale of steel reg’uired by the Tin-
plate Company of India, Limited.

(1
Letter from the Tinplate Company of India, Limited, dated 5th
October 1926.

With reference to the undertaking given you in Shillong that thig
Company and the Tata Iron and Steel Company would endeavour
o come to an arrangement regarding their present contraet for the
supplies of steel, we have the honour to inform you that an agree-
ment has been made for the purchase of this Company's requirements
ot steel from the Tata Iron and Steel Company, Tamited at Rs. 83
per ton during the period of protection. A further agreement has
been made regarding subsequent supplies for the remaining period
of the present contract. We have written to Messrs. The Tata Iron
and Steel Company, Limited, requesting them to confirm to you that
this arrangement has been made.

(2)
Letter from the Tata Iron and Steel Company, Limited, dated 12th
October 1920,

With reference to the undertaking given you in Shillong that the
(ompany and the Tinplate Company of India, Timited would en-
deavour to come to un arrangewment re%rardiug their present contract
for the supplies of steel, we have the honour to inform you that an
agreement has been made for the sale to the Tinplate Company of
their requirements of steel by this Compauny at Rs. 83 per ton during
the period of protection. A further agreement has been made re-
gardli)ng subsequent supplies for the remaining period of the present
contract. We understand that the Tinplate Company of India,
Limited, have already informed you of this and they have asked us
lo confirm 1t to you.

The agreement bhetween us is that the price of the raw material,
namely, Rs. 83 per ton shall be paid either {.0.r. the Steel Company’s
works or f.o.r. the Tinplate Company’s works according as the price
taken by the Tariff Board in their Report on protection to the tin-
plate industry is Rs. 83 plus the cost of transport from the Steel
Company’s works to the Tinplate Company’s works or Rs. 83 f.o.r.
the Tinplate Company’s works. The difference in the price of steel
to this Company will be 12 to 14 annas which is the cost of transport
between our works and the Tinplate Company’s works. As our cal-
culations have throughout been based on the prices received by the
Steel Company f.o.r. works, we submit that the price of the raw
material should be calculated f.o.r. the Steel Company’s works
which will slightly increase the price to this Company and we trust
the Tariff Board will consider this.
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Appendix 1L

C.—DRItIgH ANGLES.
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Appendix II.

E.—Britisa Bams,

Iron and Balwer Tuta Tron
Coal Lawrie |Richardson | Jessop & | & Steel
Trades & Co., |& Cruddas. | Co., Ltd.} Co., Lid
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Appendix II.

G.—Buirisa Praves.

1925,
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April .o
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Coal Trudes Lawrie son & | ° &aéop
Review. & Co. Cruddas. | o
f.o.b. cif. cif. | elf.
| S | -
£ad| £sd | £sd| £s d
811 3| 0213 4| 9 % 21 915 O
8 9 9, 9 8 4| 9 4 9! 910 0
8139510{920976
!
8079134:920!950
!
|
713 6| 818 4| 818 2! 815 o
|
7 76| 81010 8 B 2 810 v
7 2 6, 8 10| 8 8 4| 810 O
7 0 0] 8 510, 8 38 4| 810 O
7 0 0f 8B 510| 83 4] 8 5 0
7 0 0| 8 510 8 010 8 & 0
7 0 0] 8 510 o 8 b 0
7 0 0 8 5 0
Y 00 o . 8 5 0
“ 8 b5 O

Tata Iron
and Steel |
Compuny *

etf,

£ s d

10

[~

[=/]

10

1 =)

6

Burn
& Co

c.lLf.

£ s

11

11

11

11

11

11

* 3% and up,
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Appendix I

L.—BrrrisH BLAck SHEET.

Iron and Jessop | Tatw Iron | Burmn &
Coal & Co., & Stcel | Co,, Ltd.*
Trades Ltd. €Co., Litd,”
Review
f.0.0. et cif, ci.f.
£ s d | £ s d | £ s d|L 2 d
19256
June . . . 111 7 8 1212 6|11 8 6
July . . 1018 © - 12 6 0{11 7 3
August . +]1 1010 -0 voe 111 6|11 7 3
September {10 8 9 . 1113 6{11 7 3
October o . 10 5 0|11 5 411 7 6|11 7 3
November . . 5 4105 0 ree 11 7 6|11 3 5
December . . . b .1 10 © 10 11 5 01012 2
1926

January . 912 6 . 1012 010 9 6
February . , «f 912 6 - 1012 010 7 23
March . 911 3 1010 o110 7 2
April . . 9 8 6 160 8 0{10 7 ¢
May . . 9 8 3 10 8 0|10 7 2
June 910 0 160 8 0 .
July . . . . . . v
August . . . .

*1” thick,
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Appendix IV,

Tist of Engineering Associations and firms and of firms interested wn the
manufacture of iron and steel who submitled representations to the

Tarifl Board.

Date of representation

Date on which

No. Nawes of firms. or replies to representative waa
questionnaire, examined orally,
1 | Burn and Company, Ltd. . 18th May, 1926 20th and 21st July,
1926,
2 | Fessop and Compsny, Ltd. , 11t1/14th May, 1926 {28rd July, 1926,
J
3 | The Indian Iron and Stecl Com- | 14th May, 1926 « | 30th July, 1926,
pany, Lid.
4 | Bird and Company . . 18th May, 1926 5th August, 1926.
& | Indian Englineering Association .| 126h June, 1926 .

Richardson and Cruddas . .

|

3rd May, 1926 .
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ndix V.

List of Railways from whick replies were received to the questiomnarfes
issued by the Board.

>,

10

11

12

13

14

Names of Rallways.

North Western Railway . .

Great Indian Pevin3ula Railway .

East [ndian Railway

iastern Bengal Railway . :

Beut%al Nagpar Railway Compauy,

4

Bombay, Baroda and Central India
Railway Cowpany, Ltd.

Madras and Southern Mahratta
Bailway Company, Ltd.

South Indian Railway Company,
Ltd.

Burma Reilways Company .

Agsam Bengal Railway Company,
Ltd.

Bengal and North-Western Rail-
way Company, Ltd.

Railwuy Bosrd . . .
H. K. H. The Nizam’s Guaranteed
State Railways Company, Ltd.

Rohilkund and Kumaon Railway
Company, Ltd.

Date or dates of
replics.

28rd June, 29th June,
22nd  July, 26th
July and  4th
August, 1926,

15th June, 17th June,
24th Jane and 16th
July, 1926,

8th June, 218t June,
17th  July, 18th
July and 2nd
August, 1826.

19th June, 21st June,
20th June and 11th
September, 192¢.

14th June, 20d July,
Oth July, 28th Sep-
tember and 8th
October, 1926.

11th June, st July,
8vh Jaly, 9th Jaly
and 17th July, 1926,

14th June, 16th June,
19th June and 28th
June, 1926.

22nd June, 2Gth June,
28th June and 8th

October, 1926,
12th July, 1926,

3rd June, 26th June,
14th Jaly and 16th
July, 1926,

17th Jualy, 1926,

21st May, 8th June
and 7tb July, 1926,

14th September, 1020.

28rd October, 1926,

Datbo on which
representatives were
examined orally.

26th, 27th and 28th
July, 1926.
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Appendix VI

List of Chambers of Commerce and other commercial bodies, importing
“firms and private indeviduals from whom representations were recevved
on the general question of protection for steel.

Date on which
No. | Name of Chamber, Association, etc. | D2t :i;{gg‘:gsen’ f:g:‘;f:&fl‘:;
orally.
1 | Messrs. Richardson and Cruddas . | 8rd May, 1926
2 »  Geo, Service and Company | 12th May, 1926 .
3 | Chamber of Commerce, Madras .| 8th May, 1926
4 | Burma Chamber of Commerce .| Bth May, 1926
B | Indian Chamber of Commerce, Cal- | 1st June, 1926, and
cutta. 2nd August, 1926.
6 | Southern India Chamber of Com- | Bth July, 1926.
merce, Madras.
7 | Buma Indian Chamber of Com- | 12th July, 1926 .
merce.
8 | Bombay Iron Merchants’ Associa~ | 22nd July, 1926
tion.
9 | Some Iron Merchants of (aleutta , | 11th Augnst, 1926
10 | Mr. R. Sitaraman, Calcutta . . 1 20th July, 1926
11 | Mr, G. B. Trivedi, Bombay . .| 21st July, 1926 . 1811;9]126 Avgust,
12 | Messrs. Anandji Haridas and Com- | 20th May, 1926 . | 2nd Angust,
pany. 1926.
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Appendix VIL

List of Engincering and other firms whose works were visited by the
Board.

No.

Name of firm.

Works visited.

Date of visit.

10

11

12

The Tata Tron and Steel Company,
Lid.

Peningular Locomotive Company,

Ltd.
Indian Cable Company, Ltd.

The Agricultural Implements Com-
pany.
Indian Steel Wire Products, Ltd. .

The Tinplate Company of India,
Ltd,
Messrs, Burn and Company, Ltd,

Measrs. Jessop and Company, Ltd. ,

Hukumchand Electric Steel Works

Angus Engineering Works . .
Indian Standard Wagon-Company,
Ltd, ’

Indian Iron and Steel Company,
Ltd.

Works at Jamshed-
pur.

Ditto .

Ditto . .
Ditto

Ditto .

Works at Golmuri
near Jamshedpur.

Works at Howrah

Works at Howrah
and Garden Reach.

Works at Bally-
gunge near Cal-
cutta,

Works at Bhadrash-

war.

Works at Burnpur
near Asansol.,

Ditte -,

19th and 20th
April, 10th and
11th  August,
18th September,
1926.

21st April, 1026.

Ditto.

.1 22nd April, 1926.

. Ditto.

23rd  April and

10th  August,
1926,

26th April and
26th  August,
1926,

27th April, 1928,

28th April, 1926.

12th July, 1926.
17th July, 1926,

Ditto
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