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CHAPTER I.

Introductory.

1. This, our second report on the Steel Industry under the
terms of reference contained in the Government of India Resolution
No. 260-T (64), dated the 3rd April, 1926, comprises our recom-
mendations, in regard to the manufacture of railway wagons and
underframes, forgings, steel castings and spring steel, locomotives,
bolts and nuts, and steel wire and wire nails. Except in regard to
the last three industries our enquiries were completed by September,
1926. It bas not, however, been possible to submit our report at
an earlier date and we think it necessary to set forth briefly the
1easony for the delay which has occurred. ,

2. It is obvious that in estimating the price which the wagon
. manufacturer may reasonably expect to
wm‘;n f;}"r e::::’ I receive for his wagons and underframes, it is
) important to ascertain the extent of the orders
which are likely to be placed. The advantages of mass pro-
duction in the Wagon industry are well known, and unless
orders are received sufficient to ensure continumous working
and an economic output, works costs must remain unduly high,
while the overhead charges for each wagon or underframe become
excessive. This aspect of the case received the attention of the
Board at a very early stage of the enquiry and on the 29th May,
1926, a questionnaire was issued to the Railway Board and the
various railways calling for information regarding the number of
wagons required in 1926-27 and in each of the subsequent five years,
The replies received from the Railways indicated nothing abnormal
in the situation and, although the Railway Board stated that they
were unable to frame an estimate to which they could attach any
value, no indication was received that the requirements of the rail-
ways were likely to decrease. It was not until the oral evidence of
the Railway Board was recorded on 27th July, 1926, that it became
apparent that so far as broad gauge wagons were concerned, with
the exception of a few special types, it would be unnecessary to
purchase wagons in 1927-28 and that probably none would be re-
quired in the succeeding four years. At a later date, the Board
became aware that the Government of India had offered to purchase
the Peninsular Locomotive Company’s Works and the Indian Stand-
ard Wagon Company’s Works. While negotiations between Gov-
ernment and the wagon building firms were in progress, it was
impossible for the Board to estimate the probable output or cost of
production of wagons in India, and no alternative remained but to
postpone our report.

The demand for wagon forgings and steel castings depends to
a very large extent on the number of wagons manufactured in India,
and our recommendations in regard to these industries had

(8)
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necessarily to wait until the situation in regard to ithe Wagon
industry became less obscure. As regards locomotives, the Penin-
sular Locomotive Company, Limited, was the only Company in
India concerned with their manufacture, and the question of its
acquisition by Government was, therefore, vital to our enquiry.
The Company has recently been acquired by Government and it
has therefore become unnecessary to consider further the question
of protection for the manufacture of locomotives.

3. Following the publication of the Board’s communique of the
16th April, 1926, at the commencement of the Statutory Enquiry
into the Steel Industry in India, applications

Th ’ X . . .
o Board’s procedure.  wore received asking for protection for the

manufacture -of : —

I. Railway wagons and underframes, locomotives and wagon
forgings, from ; — :

The Indian Standard Wagon Company, Limited.
Messrs. Burn and Company, Limited.
Messrs. Jessop and Company, Limited.
The Peninsular Locomotive Company, Limited.

The Angus Engineering Works.

II. Steel castings and spring steel, from:—
The Hukumchand Electric Steel Works.

III. Wire and wire nails, from:— -
The Indian Steel Wire Products, Limited.

Messrs. Ganguli and Company.
The Pioneer Nail Manufacturing Company.

IV. Bolts and nufs, from:—
Messrs. Kirloskar Brothers, Limited.
The Baroda Bolt Manufacturing Company.
Messrs.. Henry Williams (India) Limited.

Questionnaires were then issued in connection with the making
of wagons and underframes, locomotives, steel castings and spring
steel, and replies to these questionnaires were received from the
Railway Board and almost all the railways and from the firms con-
cerned. These replies are to be found along with the oral evidence
given by these firms and the Railway Board in Volumes IV and V
of the evidence published during the Statutory Enquiry of 1926.
With the exception of those of the Baroda Bolt Manufacturing
Company, Messrs. Henry Williams (India) Limited, the Pioneer
Wire Nail Manufacturing Company and Messrs, Kirloskar Brothers,
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L\i‘mited, the works of the applicant firms have been visited by the
Board on the dates given below :—

Peninsular Locomotive Company . 2Ist April, 1926.
Messrs. Burn and Company, Limited 26th April and 24th August,
1926.

Messrs. Jessop and Company, Limited 26th April, 1926 and 27th

April, 1927.
Hukumchand Electric Steel Works . 28th April, 1926.
Angus Engineering Works . . 12th July, 1926.

Indian Standard Wagon Company . 17th July, 1926,
Indian Steel Wire Products, Limited 22nd April, 1926.

4. We are conscious that the delay in the submission of our
recommendations may have rendered the costs and other figures
Evidence bronght wo to received in 1926 somewhat out of date. We
date, BULUP % have, therefore, endeavoured so far as pos-
sible to ascertain the latest figures as regards

manufacturing costs and import prices and have given the firms

concerned an opportunity of modifying their original applications
in the light of later experience.

5. This report has been divided into four parts: Part I deals
with the production of railway wagons and underframes, Part II
with the manufaeture of various components
. such as steel castings, spring steel and bolf,
and nuts, Part III with the wire and wire nail industry, while
Part IV summarizes the recommendations made by the Board.

Arrangement of report.



Part I.—-Wagons and Underframes.



CHAPTER 11.
History and Progress of the Industry.

6. We have received applications for protection in respect of
the manufacture of railway wagons and underframes from four
o firms, viz., Messrs. Burn and Company,
m‘tﬁ)‘:}.‘“"m" for pro- 7imited, Messrs. Jessop and Company,
Limited, The Indian Standard Wagon Com-
pany, Limited, and the Peninsular Locomotive Company. Of these
the last has recently been acquired by Government and its applica-
tion therefore requires no further consideration. Messrs. Burn and
Company and the Indian Standard Wagon Company represented
that a 30 per cent. ad valorem duty on wagons, excluding vacuum
brake gear, was necessary, on the assumption that the duties on
rolled steel and steel castings remained unchanged. Messrs. Jessop
and Company considered that the duty should be 20 per cent. ad
ralorem, assuming that steel is duty free. As regards underframes,
the latter firm applied for a 15 per cent. ad valorem duty, steel being
duty free, while Messrs. Burn and Company submitted that a speci-
fic duty of Rs. 1,600 per underframe was required. These appli-
cations have been subsequently modified very comsiderably. In
their letter, dated the 29th April, 1927, the Indian Standard Wagon
Company claimed that a 121 per cent. ad valorem duty, representing
the revenue duty plus compensation for the protective duty on steel,
would suffice, provided that the demand for wagons was normal.
In view, however, of the restricted requirements of the railways, it
was suggested that until orders could be placed for 4,000 broad
gauge wagons a year, a 17 per cent. ad valorem duty should be
imposed, to be subsequently reduced in two stages to 121 per cent.
ad valorem. Messrs. Jessop and Company also consider that in
normal circumstances a 12} per cent. duty should suffice, but claim
that until orders for 6,000 broad gauge standard wagons per annum
are f)laced, orders for wagons should be placed only in India. The
application is silent as regards the price at which such orders should
be placed, but in the oraF examination it became apparent that this
firm considered that the price should be fixed at a level equivalent
to the c.i.f. price of imported wagons, with the usual freight and
erection charges plus an ad valorem duty of 27} per cent.

7. These claims vary in some respects from those ogiginally put
forward and the scale of protection now applied for is considerably
less than that thought necessary in 1924 and

Progress of Wagon in- 1925, It is obvious that great strides have
;“'fgio:" to period of }een made in the manufacture of wagons in
) India, and some account of the progress made

and of the results of the scheme of protection introduced in 1924
appears desirable. Even before the war, Messrs. Burn and Com-
pany and Messrs. J essos and Company, as well as some of the Indian
railway companies, undertook the manufacture of wagons but the

(9)
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number completed 'in each year was comparatively small, and in
the case of the two firms the production of wagons was subsidiary
to their general engineering business. It was not until the year
1918 that a definite effort was made to establish the manufacture of
wagons on a firm basis. In March of that year, the Government of
India issued a communique in which they guaranteed to purchase
in India 2,500 broad gauge and 500 metre gauge wagons annually
for ten years, provided that the price was not higher than the
price at which wagons could be imported and subject to conditions
which would ensure that the materials and workmanship were satis-
factory. Immediately after this announcement, the Indian Stan-
dard Wagon Company was formed to undertake solely the manufac-
ture of railway wagons. Little progress however was made in the
next six years. Competition from abroad was severe, and the Indian
Companies found it difficult to secure orders against the prices
quoted by foreign firms. Such orders as were received were of an
intermittent nature and continuous working became difficult. By
the year 1924, the single company specializing in’ the manufacture
of wagons in India, viz., the Indian Standard Wagon Company
had to close down for want of orders.  ~

8. In February of the same year, the Tariff Board submitted its
proposals regarding the protection of the Wagon industry in India.

Tariff Board’s firs pro- Bounties were proposed on the following

posals. scale: —

Number of wagons Amount

—_ on which bounty of bounty

payable. per wagon.

Rs.

First year . . . . . . 800 v 850
Second year . . . . . 1,000 700
- Third year . . . . . 1,200 580
Fourth year . . . . . 1,400 500
Fifth year . . . . N 1,600 440

The Board’s proposals contemplated that the cost to the State
should be limited to Rs. 7 lakhs annually. In accordance with
these recommendations, the Steel Industry (Protection) Act, 1924,
provided for the payment of bounties not exceeding Rs. 7 lakhs
in each of the financial years 1924-23, 1925-26 and 1926-27. With
the introduction of a system of protection by means of bounties, the
position of the Wagon industry was materially changed, and the
Government of India in a communique, dated 27th June, 1924,
formally withdrew their guarantee of purchase of 3,000 wagons in
India annually. In the same communique, it was stated that
Government was not in a position to forecast the exact number of
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railway wagons which they were likely to require annually in
future, but that they had every reason to expect that their require-
ments would be sufficient to give effect to the policy contained in
Section 4 of the Steel Industry (Protection) Act.

9. A period of marked expansion in the Wagon industry followed

the passing of the Steel Industry (Protection) Act, and a fourth firm

Expansion follows Steel the ll;enfinsule‘\lr Loc(:lmotilze 1(lJompmli", ori~

A 1na ormed to undertake the manufacture

Tndustry (Protection) Act. %f loc{)motives, adapted itself to the cons-

truction of wagons. During the financial year 1924-25, orders were

placed with Indian firms for 3,505 wagons, the distribution between
the Comipanies being as follows:—

Indian Standard Wagon Company . . . . 1,675
Peninsular Locomotive Company . . . . 980
Messrs. Burn and Company . . . . . 550
Messrs. Jessop and Company . . . . . 300

Stimulated by these orders, the companies began to increase their
output rapidly and by the time the supplementary steel enquiry
was held in 1925, it became obvious that the original system of
bounties was inadequate to meet the needs of the industry.

10. In the course of that enquiry, it was found that the scheme
of protection embodied in the Steel Industry (Protection) Act, 1924,
required reconsideration in three respects,
viz., in the method of assessing the bounty,
in the estimate of the output of wagons, and
in the limit to the amount payable in any one financial year on
account of the bounty. We contemplated in our first report the
pavment of a definite sum on each completed wagon, based on the
difference between the lowest British and Indian tender in 1924 for
an A-1 wagon. It was left to the companies concerned to tender
for contracts with the Railway Companies at whatever price they
considered that they could accept. In practice, however, the bounty
as a general rule ias been assessed in each year at the difference
between the lowest price tendered by foreign and by Indian firms
in thut year for each type of wagon. This system has the merit of
securing to Indian wagon manufacturers the maximum number of
orders obtainable within the limit of the annual bounty payable.

The method of assess-
ing the bounty.

11. With this change in the method of assessment originally pro-
posed, it is clear that no restriction should be placed on the number
L of wagons on which the bounty was payable,
of’;’;’;’;’:“;’“ oo &f;m:: if adequate assistance was to be afforded to
year becomes inoperative. the industry. In July, 1924, orders for 850
A-2 type and 1,250 C-2 type wagons were

vlaced with Indian firms and in the course of the year 1924-25 a
}urther 1,405 wagons were ordered. Of these only 407 were delivered
Liefore the end of March. Thereafter, the rate of outturn rapidly
increased until the first months of the year 1925-26, is reached in
average of 272 wagons a month besides 21 underframes. The Steel
Industry (Protection) Act authorized the payment of not more than
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Rs. 7 lakhs by way of bounties on wagons during each of the three
years 1924-25, 1925-26 and 1926-27. But owing to the limited
output, only Rs. 2,85,600 could be paid as bounties during the year
1924-25, and since the Act did not permit the unspent balance of one
year to be carried forward to the next, the balance viz., Rs. 4,14,400
of the permissible bounty lapsed. Similarly in the year 1925-26,
payment of bounty was limited to Rs. 7 lakhs, but owing to the
rapid increase in-production, the amount due to be paid on wagon
orders placed under the bounty scheme aggregated to Rs. 10,73,400.
It was therefore necessary to carry forward the excess over Rs. 7
lakhs on these orders, viz., Rs. 3,73,400 into the year 1926-27, thus
reducing the bounty available on wagons to be delivered against
new orders in that year to Rs. 3,26,600.

12. At the time of our first enquiry, it appeared that orders for
underframes could be obtained by Indian firms in competition with
British makers. No recommendation was
therefore made by the Board for protection
of underframes. Mainly as a result of the rise in the sterling value
“of the rupee, but partly also on account of the increase in the .cost
of rolled steel consequent on the imposition of the protective duties,
the ability of the Indian manufacturer to withstand foreign com-
petition appreciably declined. In our report of September, 1925,
we estimated that the protective duties on rolled steel imposed on the
Indian manufacturer an additional expenditure of Rs. 265 for each

underframe. On the other hand, the rise in the exchange reduced
the price of an imported underframe by Rs. I,120. It appeared
also that the fall of the sterling price of a British underframe between
1924 and 1925, was larger than could be accounted for by the reduc-
tion in the sterling price of steel and that competition for orders in
the United Kingdom had become still keener. The Board, therefore,
was of opinion that a case had been made out for protection, and
since the manufacture of underframes involved no processes that
differ materially from those used in wagon building, decided that
underframes also should be brought within the scope of the bounty
scheme. The capacity of the Indian firms to manufacture under-
frames was estimated at about 3Q0 annually and the amount of
bounty required was placed at Rs. 600 on each broad gauge under-
frame.
13. Bearing in mind the rapid increase in the output of wagons
in India, the Board considered that 3,000 wagons was the smallest
R Aot number on which bounty s(imuld be paid, bif
ecommendations 16 thy requirements of the industry were to be
garding wegons. fully %net and that the bounty on each
wagon should not exceed Rs. 600. It accordingly recommended
that for the years 1924-25 to 1926-27 the maximum amount of
bounties sanctioned in respect of wagons and underframes manufac-
tured in India should be increased from Rs. 21 lakhs to about
Rs. 54 lakhs (paragraph 96 and appendix X of the Report), and
that payments sanctioned in any one financial year might be made
in the financial year in which sanction was given or in any subse-
quent year. These proposals were accepted by the Government of

. Uﬁderframes.
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India, but in view of the reduction in the prices of Indian wagon
which occurred subsequently to the subm.ssion of our report, the
total assistance by way of bounty was reduced to Rs. 33 lakhs.
The proposals as thus amended were embodied in the Steel Industry
(Amendment) Act, VIII of 1926, which provides for the payment
of Rs. 13-60 lakhs as bounties in respect of wagons ordered during
the financial year commencing on 1st April, 1924, and Rs. 19-40
lakhs in respect of such orders placed after 31st March, 1925, and
before the 1st April, 1927. In pursuance of this scheme bounties
to the extent of Rs. 7,41,000 were sanctioned in connection with
orders placed in December, 1925, and there thus remains a balance
of Rs. 11,99,000 for payment as bounties on orders for wagons and
underframes placed subsequently but before 31st March, 1927.

14. In the latter half of 1925-26, orders for 4,711 broad gauge
wagons of different types were placed. Of these 3,244 were secured
by Indian manufacturers. With a constant
stream of orders and continuous employ-
ment, it became possible both to expedite delivery of wagons and to
reduce costs. The capacity of the works was further developed by
the use of special tools and labour saving devices, on which both
Messrs. Burn and Company and the Indian Standard Wagon Com-
pany spent considerable sums. Some indication of the rate of
progress is to be found in the average monthly deliveries. The
output of wagons in 1922-23 was about 120 a month. In the first
half of 1925 the rate had increased to 272 while the average deliver-
ies for July and August, 1926, including the output of the Penin-
sular Locomotive Company, amounted to 425. The increase is the
more remarkable as Messrs. Jessop and Company had no orders for
wagons in hand in the first seven months of the year.

15. An expansion of output operates to reduce costs in
two ways, It renders possible considerable economies in the costs
above material, while at the same time the
overhead charges and manufacturer’s profit
per unit of production automatically decrease. These economies
have been facilitated by the fact that in the distribution of orders
the practice was followed of allotting particular types of wagons
to particular firms so as to allow scope for standardization in pro-
duction. When it is remembered that during the period of protec~
tion, the price of steel which forms the bulk of t.he_ raw material
for the manufacture of wagons steadily declined, it is perhaps not
surprising that the costs of production of wagons have shown a
large decrease. We give below the costs as given by the Indian
Standard Wagon Company for three lots of C-2 wagons completed in
the years 1924-25 and 1925-26:—

Further progress.

Reduction in costs.

_ 230 wagons. l 1,020 wagons. 425 wagons,
Rs. Re. Rs.
Per wagon . . . 5,245 3,395 8,201
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Messrs. Jessop and Company and Messrs. Burn and Company build

underframes also and for reasons which we shall explain later, we
have not found it possible to ascertain with accuracy the wagon

costs apart from those of the underframes; but a general idea of

the improvement in costs may be obtained by a consideration of the .
tenders made by the various firms in the last five years for railway
wagon contracts which we show in the statement below:—

FOR DILIVERY IN
Firms. Tyvpe. -
1922-23. r1923-£4. 1824-25, [1923-26, {1926-27.
|
Rs. \ Rs, Rs. Rs, Rs.
Messrs, Jessop and Company . A2 5,610 l 5,316 5,028 4,444 2,573
|
' Messrs, Burn and Company .| A-2 5,419 | 5280 4,421 | 4,00 3470
The Indian Standard Wagon Cc-2 5,069 ; 4,897 3,835 3,110
Company. ’ "

16. The very remarkable reduction in costs which these tenders
reveal, may be ascribed, as we have already indicated, to two causes
viz., reduction in the cost of material and.
increased output resulting in a large decrease-
in overhead charges and a reduction in works.
costs above material. It is difficult to indicate with any accuracy
the directions in which economies have been effected or the extent
of such economies, partly on account of the system of costing adopt--
ed by the firms, but partly also because wagon fittings previously
purchased from abroad, are now being manufactured in increasing:
numbers by the firms themselves, particularly by the Indian Stand--
ard Wagon Company. As regards the costs of materials, we find
from the cost sheets supplied by Messrs. Burn and Company that
whereas in 1923-24 these stood at Rs. 3,354 per wagon of the A-2
type, by 1924-25 they had fallen to Rs. 2,828 and in 1925-26 to
Rs. 2,367 per wagon. Cost of materials has, therefore,.fallen by
about Rs. 500 per wagon per annum. Taking the costs above
materials and the overhead as given by the Company for the same
years (pages 140, 142, 144, Volume IV of the Steel Report, 1926)
and dividing interest at 7 per cent. on Rs. 14 lakhs of werking
capital between wagons and underframes in the same proportion
as other overheads are divided by the company, we obtain the
following figures for all charges above material : —

Causes of reduction in
costs analysed.

—_— . 1928-24. 1924-25. 1925-26.

Rs. Rs. Rs.

Per wagon . . . . 3,244 2,241 2,014

-
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giving a total reduction in the two years of some Rs. 1,200 per
wagon, In 1923-24 the Indian Standard Wagon works were closed,
but for 1924-25 and 1925-26 the figures are as follows:—

!

! Reduction

¢ 192425, 1925-26. in cost

| i per wagon.

. , ' I
Number of wagons manufactured . N 230 | 1,445
Re. | Rs. Re.
Cost per wagon . . . . . . 5,245 # 3P5 1,580
Cost of material N Y i 2,210 127
Overbead and other charges including direct 2,908 | 1,155 1,753
1abour, i )

17. The development of the industry is further revealed by a
comparison of the British and Indian tenders for wagons at the
commencement and end of the year 1925,

Comparison of tenders p -
L8 when the Indian firms were continuously

January, 1925, and Nov-
ember, 1625, employed. The figures are as follows:—

Lowss? BRITISH TENDER3

(LANDRD RUPBE PRICE).
Type of wsgon. Fall
January 1925, [Novewber 1925.
Rs. Ra. Rs,

A-l . . - 8,286 3,083 203
A.2 . B . 3416 3,194 222
C-2 . . . f . 3,264 2,997 267
c3 ’ . . 3,350 2,916 435

The difference between the lowest Indian and British tender was

as follows : —

DIVFERENCE BETWREN INDIAN
AND BRITISH TENDER.
Type of wagon.
January 1925. | November 1925,
Rs. Rs.
Al . . 711 287
A-2 . . 482 278
c-3 . 541 113
C3 . . . . 995 836

c2
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It will be seen, therefore, that in the course of the year the
need for protection had much declined; had British tenders in Nov-
ember 1925 been at the same level as at the commencement of the
year, the Indian wagon companies would have been able to secure
orders practically without the assistance of bounties. It seems
probable that the fall which occurred was due largely to changes in
freight, exchange and erection charges, the sterling f.o.b. prices
in both cases being approximately the same.

18. Though we are unable to analyse the reductions in costs in
detail, these figures will, it is hoped, be sufficient to illustrate the
- progress made by this industry during the

toomeral result of pro- “yrofective period and the pro);sibilitigs of
further progress in the future. During the

past three years, the capacity of the Indian Standard Wagon Works
has. much increased: whereas in the middle of 1925 deliveries were
at the rate of 155 wagons per month, the average monthly deliveries
for July and August, 1926, were 187, while we were informed on
9th August, 1926, by the Controller of Stores that this company
was then able to complete 2,400 C-2 type wagons a year and that
1,800 A-2 type wagons could be constructed per annum by Messrs.
Burn and Company and Messrs. Jessop and Company. The total
capacity for wagon construction in India in the middle of 1926 was
therefore about 4,500 wagons per annum in terms of the C-2 type
while since that time all the firms claim to have increased their
capacity. It is clear, therefore, that a very large proportion of the
normal demand of the railways can be met by manufacturers in this
country. With this largely increased capacity we believe that,
provided sufficient orders are forthcoming, it will be possible to
construct wagons in India at a price at which foreign competitors,
allowing for freight, etc. and the revenue duty, cannot compete and
that, within a comparatively short period, the railways should be
able to secure all their requirements within the country at prices
substantially below those which would be paid for imported wagons.

19. We consider that the results so far attained amply justify
the policy of protection by means of bounties which has been
i followed during the past three years. The
.d}’:’&rﬁkmg of bounty soleme, as it has been worked, is in effect a-
) svstem of guaranteed orders to Indian firms,

the additional cost resulting from the purchase of Indian in place
of foreign wagons being refunded to the railways from the general
revenues of (Government, In administering the scheme consider-
able latitude has had to be employed. The restriction on the annual
amount payable as bounties to Rs. 7 lakhs, to which reference has
already been made, gave rise to some difficulty. The number of
wagons completed in 1924-25, and consequently the bounty payable,
was small, and in order to ensure continuous work to the wagon
companies, i% became necessary to reject all tenders and negotiate
prices with the manufacturers. = It thus became possible to distribute
the bounties over two years and secure that the firms should be
continuoasly employed throughout 1925-26. For similar reasons,
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payment for 425 C-2 wagons delivered in 1925-26 was not made
until April, 1926. Again contracts have not always been placed
with the Indian firm making the lowest tender. Where a firm has
already received orders up to its full capacity, or a firm has been
left with too small an order, a distribution of orders otherwise than
on a basis of lowest tender has been found necessary. This has been
partly due to the importance of considering in the interests of rail-
way administration the probability of punctual delivery, but the
determining factor appears to have been the establishment of the
Wagon industry on a firm basis. It would clearly have not been
in aceordance with the expressed intention of the legislature of
establishing the Wagon industry in India, if orders were not so
distributed as to ensure as far as possible that each company was
vontinuously employed in the early stages. With these divergencies
of treatment and apparent inconsistencies of administration, it is
natural that the companies concerned should have regarded the
bounty system with some suspicion, more particularly since the
assessment of bounty, as we explained in our report of September,
1925 (paragraphs 99 and 100) has not always been easy to under-
stand. We are, however, satisfied on a review of all the circum-
stances that the system has been worked in the spirit of the Steel
Industry (Protection) Act and in the best interests of the Wagon
industry as a whole. '



CHAPTER III.

Future demand for wagons. Plan of the Report.

- 20. In the previous chapter we have emphasized the importance
of 'a steady stream of orders sufficient tc ensure continuous working
: ' and an economic output in the wagon works.
- . Unfortunately, the prospects in this respect
are by no ~means favourable. The re-organization of railway
methods following on the Acworth Committee’s report has resulted
in very large economies, particularly in regard to the employment of
rolling ‘stock, and we are informed that it is now possible for the
railways to-meet all their traffic requirements with a much smaller
nuxmber-of wagons than was formerly the case. The main causes
of this improvement in carrying capacity have been stated to be,
reduction in the time occupied 1n repairing wagons, strengthening
of tracks and bridges, improved marshalling yards, extension of the
use: of telephone train control, increased use of vacuum brakes,
doubling of railway tracks, and the use of higher capacity wagons.
As a result of these measures the number of broad gauge wagons in
excess of immediate requirements on Indian railways stood at 24,000
in July, 1926, against about 17,000 to 20,000 in July of the pre-
vious year when, as we were informed in evidence*, the volume of
traffic was the same. It appears, therefore, on the assumption,
which we believe to be correct, that there was no wagon shortage
in 1925-26, that there was a surplus in 1926-27 of from 4,000 to
7,000 wagons as compared with the maximum requirements of the
vear. In the course of the debate in the Legislative Assembly on
the railway budget on 23rd February last, it was stated on behalf
of Government that the number of wagons stabled in February,
1927, when traffic was at its height, was between 5,000 and 6,000.
The supply of rolling stock must clearly be maintained at a lewpl
sufficient to ‘meet all traffic even during the busy season and™ /'
actual surplus of wagons may therefore be placed at about 5,uu3"
This, it was claimed, constituted a necessary reserve to meet unfore-
seen demands.

. Surplus wagons..

-

21. It is clear that there is nothing in the present situation as
above stated to jeopardize the position of the Wagon industry, and
‘ . if no further economies in rolling stock were
triﬁ“&‘;‘;;ﬁf’“mes T possible, the demand of the railways for
wagons on account of renewals as well as

additions would probably be about normal. The danger to the
Wagon industry arises from the fact that the various improvements
in railway administration to which we have already referred, have
not yet been worked out in full, and it is anticipated that further
economy in the number of wagons. employed will be possible in

* Page 75, Volume V, Steel Report, 1926.
( 18 ) :



19

tuture years. Consequently the demand for broad gauge wagons
will be restricted for some years. The evidence given before us by
the Railway Board in July, 1926, indicated that no further broad
gauge wagons of standard type would be required during 1927-28,
1928-29 and probably during the next three years.
22, In May, 1927, we obtained from the Railway Board a state-
ment of the orders for rolling stock actually placed for delivery in
Orders for wagons in 1927-28 and of the probable requirements of
current and faters years, the railways for the next three years. In
the current year, orders have been placed for
1,218 four wheeled metre gauge wagons of three types and 774 under-
frames (Bogie 566, four wheeled 208). In addition, tenders for-at
least a further 86 underframes and 55 wagons of different kinds
have been called for or are about to be called for. Sufficient orders
have thus been placed to keep two of the three remaining firms work--
ing continuously during the year while the Indian Standard Wagon
Company have orders sufficient to keep the works employed for about
eight months. In 1928-29, as far as can be judged from the state-
ment referred to above, it is probable that orders will be placed for
106 broad gauge wagons (Bogie 43, four-wheeled 63) of various
types, 915 metre gauge wagons (Bogie 98, four-wheeled 817) and
877 underframes (Broad gauge bogie 396, four-wheeled 231, metre
gauge bogie 178 and four-wheeled 72) of different types. Of these,
200 underframes may be constructed at the Peninsular Locomotiye:
Workshops which have been acquired by Government.
23. As regards the years 1929-30 and 1930-31, we have been
furnished with lists of the demands entered by the railways in their
. . quinquennial programmes. These demands
ir‘.Rl?;llmZ;g anydurements have not yet been examined by the Railway
" Board and are likely to be considerably
medified. We have indeed been warned by the Railway Board
against placing too much reliance on them, though no other infor-
mation is likely to be available in the near future. In the circum-
stances we do not feel justified in going beyond the Railway Board’s
statement in evidence that no broad gauge wagons of standard type
will probably be required in these years. The figures for metre
galllxge wagons and broad and metre gauge underframes are as
follows : — :

MnTRE GAUGE BBoAD 6AUGH ME'RE GAUGE
Wi60X8, UNDERFRAMES, UNDERFRAMES.

. Four- . Four- . Four-
Bogie | oheeled. | BUB- 'whe«led Bogie. | o heeled.

192930 . 167 1,600 877

226 272 352
19%0-31 . . 80 999 451

127 284 | - .60

In both these years, the Railway Board anticipate .that 500
underframes will probably be manufactured in the Peninsular Loco-
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motive Works. On the evidence before us it appears that the posi-
tion in regard to orders will, if anything, be worse in 1928-29 than
in the current year, and that no substantial improvement can be ex-
pected in the next two years. Even after the elimination of the
Peninsular Locomotive Company, it would seem that the orders
available will not suffice to keep the works fully employed, while it
any substantial portion of the orders is secured by firms abroad,
one or more of the Indian works will be compelled to close down.

24. A critical situation has thus arisen. An industry of great
national importance has been successfully established at a cost to
. . _the country of some Rs. 33 lakhs. But, as
tl_f‘g‘:ﬁ“nzai‘;’;emg;ﬁ; a _.result of the absence of o‘rders f.rom the
foreseen in 1924-25. railways, one firm engaged in the industry
(the Peninsular Locomotive Company) has
sold its works to GGovernment, while the remaining firms find them-
selves in a position of considerable uncertainty. Large orders for
wagons have been placed abroad in recent years and it is therefore
pecessary to. consider to what extent the present situation of the
Wagon industry could have been foreseen. In 1922 and 1923, the
average delivery of wagons by Indian firms was 120 a month, and in
our report in 1924 we placed the number of wagons on which bount
should be paid at 800 annually in 1924-25 rising to 1,600 in 1928-29.
In the year 1924-25, there was, therefore, no reason to suppose that
lhe requirements of the railways, even if orders were placed abroad,
would not be sufficient to ensure that the wagon companies were
continuously employed. As regards the orders placed abroad for
819 broad gauge wagons for delivery in 1925-26, we are satisfied
therefore that from the point of view of the Indian manufacturers
of wagons, there is no reasonable ground of complaint.

25. As regards the orders for about 1,450 broad gauge wagons
placed abroad in December, 1925, for delivery in 1926-27, the posi-
But misht have" beon tion is somewhat different. In the tcc:iurse
us mig of our enguiry in 1924, it was stated in
foreseen in 1925-26. evidence oln behalf of the Railway Board
that very remarkable results had been obtained in the better use of
* wagons on some railways and it was hoped that other railways
would also improve. In the evidence given before us last year,
it was stated that it had been brought constantly to the notice of
the Railway Board that certain improvements had been made in
the working of traffic and that a great deal of money had been
spent on improvements. Further, in July, 1925, it was found
that 17,000 to 20,000 wagons were not immediately required for
use on Indian Railways, whereas in previous years very few wagons
were stabled even in the slack season. Even though the precise
extent of the economy in wagons may not have been ascertained,
it must have been apparent before orders were placed in Dezember,
1925 that the future demand of the railways was likely to be very
seriously restricted. In the course of the year 1925-26, it must also
have been clear that the capacity of Indian firms for the manufac-
ture of wagons had largely expanded. In our report, dated 3rd
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September, 1925, we estimated that 3,000 wagons was the smallest
number which would meet the requirements of the industry, while
in the autumn of the same year the Railway Board was advised by
the Indian Stores Department that the capacity of Messrs. Burn
und Company, Messrs. Jessop and Company and the Indian
Standard Wagon Company for 1926-27 was 3,250 wagons.”
Finally, the delivery of wagons by these three firms in the summer of
1925-26 was 272 monthly, equivalent to an annual delivery of
3,264 wagons. To this has to be added the outturn of the Peninsulax
Locomotive Company, which the Railway Board estimated at 600
wagons in 1925-26. It must, therefore, have been clear that in
the future orders for between 3,000 and 4,000 wagons at least
would be required by the Indian industry.
26. There may be factors which have not been brought to our
aotice, but on the evidence before us we cannot avoid the conclusion
Present crisis could mot that the future needs of the I!lldi;:n wagon-
resent crisis owe Dot building industry were overlooked when
bave besa entirely avert-  rders ‘f;or about 1,450 broad gauge wagons
were placed abroad in December, 1925. As
regards the 910 metre gauge wagons for which orders were placed
abroad at the same time, the case 18 perhaps different. It is possible
that these were required for urgent replacements and that the
orders could not well have been deferred. But as regards broad
gauge wagons, in view of the fact that wagon supply had been
improving so rapidly that the figures during 1925 showed wot
merely an unprecedented surplus over previous years but even the
possibility of a reserve, which actually in the next few months
amounted to 5,000 wagons, it must have been apparent that rail
way efliciency would not have suffered if the orders for 1,450 broad
guuge wagons had been withheld and placed later with Indian
firms. We do not contend that such action would have entirely
averted the critical situation which has now arisen. It would,
however, undoubtedly have improved the position in 1927-28 and
it might then have been found unnecessary to purchase the Penin-
sular Locomotive works. We do not propose to discuss the vexed
question of State versus private enterprise and we do not doubt
that in the circumstances the purchase of the Peninsular Locomotive
Works afforded the best means of escape from a difficult situation.
At the same time, if the railways are to obtain their rolling stock
in India ultimately at prices which would compare favourably with
those prevailing in other countries, it is essential that there should
he sufgcient firms engaged in this business to ensure effective com-
petition. From this point of view, the elimination of one of the
two firms specializing in the manufacture of wagons cannot but be
regretted.
27. Apart from the purchase of the Peninsular Locomotive
Works, special measures were taken by Government to provide
suffiicent employment for the wagon-building
Measures taken by Gov-  fiyryg j 1927-28. Tenders for metre gauge
ernment. P
wagons and for underframes were called

* Page 64, Volume V, Steel Report, 1926.
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tor in India only, and instructions were issued to the State-worked -
railways to place orders in India for such spare parts as it might
be necessary to purchase and to call for tenders mm India only for
shedding, roof trusses, and bridge spans up to, 80 feet span. It was,
" however, stipulated that orders would be placed in India only if a
reasonabie price could be agreed on. In this way, a temporary
dolution of the difficulty has been provided and the continuance
of the Wagon industry ensured during the current year. It is
clear that Government has been anxious to assist the firms in every
reasonable manner and they themselves agree that Government has
done its best for them in a very difficult situation. At the same
time, the measures now introduced constitute a temporary remedy
only and it is pecessary to consider how the industry is to be
maintained until the normal demand for broad gauge wagons
Tevives. -

28. The cost of production and consequently the fair selling
price of wagons, on which the amount of protection to be propose
' must largely depend, is determined to a
_ "~ very great extent by the output of the
works. We have mot been able to- ascertain with any
degree of accuracy the period within which the demand for
broad gauge wagons may be expected to revive, and it is
necessary, therefore, to frame recommendations to cover both
normal conditions and also the exceptional circumstances which
now prevail. But apart from this, the country has the right to
know the exact stage of development reached by an industry on
which a large sum has been expended out of public revenues, while
the  railways should also be aware of the prices at which, under
normal eircumstances, they may expect to purchase wagons manu-
factured in India. We shall, therefore, first ascertain the fair
selling price of Indian wagons on the assumption that an economic
output is maintained and on- this basis put forward our recom-*
mendations as to'the amount of protection, if any, required. We
shall then consider to what extent the output of the existing firms
is likely to be reduced by the restricted demand for broad gauge
wagons and to what extent our recommendations require modifica-
tion to suit the existing circumstances.

Plan of report.



CHAPTER IV.

Fair Selling Priqe of Wagons.

29. In our report of September, 1925, (paragraph 102) we: drew
attention to the difficulty in ascertaining what should be taken as
) the reasonable cost of constructing a wagon

Costing  system of in India. Although more accurate data. are
;‘m"‘y'"_'n dB'i{’:“:‘_d Jes:l; now available as the result of the continu-
and Company. ous working of the wagon firms since we last
. reported, the inherent difficulties.in estimat-
ing the fair selling price still remain and it is necessary to explain
triefly what these difficulties are. 'Of the firms now engaged in
the Wagon industry, Messrs. Burn and Company and Messrs. Jessop
and Company, in addition to the manufacture of wagons, under-
tuke also structural work and the construction of underframes.
All general charges, power, indirect labour, supervision, overhead
charges, and the like, have to be allocated to the various forms .of
manufacture. The system adopted by Messrs. Burn and Company,
of which that followed by Messrs. Jessop and Company is merely
a variant, is to allocate these charges according to a fixed ratio
on the direct wages when the plant is running to normal capacity.
‘The ratio adopted is that which the manufacturer’s experience
extending over many years indicates as suitable and the figure
is not susceptible of check. If the plant is working below normal
capacity and loss is thereby incurred, the amount of the loss is
shewn as *‘ loss on charges.”” But when the allocation of charges
between the different forms of manufacture is in accordance with a
ratio determined arbitrarily by the manufacturer and not susceptible
of check, it is clearly impossible -to arrive with any degree. of
eertainty at the cost of production of one of the several kinds of
froducts manufactured in the same works. ’ N

30. A further difficulty arises from the fact that the cost figures
over a given period, cover not merely the wagons completed during

) the period, {ut also a certain' amount of
"Eiﬂtz“l;m b work in progress. If the work in progress
at the commencement and end of the year
were the same, the accounts would present no difficulty. But this
teldom happens and it is therefore necessary to carry forward
portion of the overhead and other charges in the value of the work
I progress. We recognise that this system of job costing. is
recessary for this particular class of work and that the system of
process costing which is employed in industries such as the rollad
steel industry, where the process. of manufacture is. continuous,
would be entirely unsuitable for the engineering: industry.. Byt
it is obvious that it renders the calculation of the incidence. of any
given charge a matter of great difficulty. . T T

31. The first difficulty does not arise in the Indian Standard
Wagon Works, where wagons only are manufactured; and: it is

( 23) :
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possible to assess “depreciation, interest on working capital and
The Indian Standard manufacturer’s profit with reasonable accu-
Wagon Company. racy. As regards works costs, the cost of
material and direct wages can be readily as-
certained as these are directly allocated to the output. Other costs
above material, however, are not so easy to determine owing to the
“fact that the accounts include work in progress of which the amount
‘cerried over is mot necessarily tlie same at the commencement and
‘end of the year. In this respect the costs of the Indian-Standard
‘Wagon Company present to some extent the same difficulty as in
‘the case of the other two firms. But, as we shall explain later, the
figures which we have actually received from the Company render
-this difficulty less formidable than it might appear.

32. The Indian Standard Wagon Company has certain definite
advantages in regard to fuel and power, being situated at Asansol,
S in the middle of the Bengal coal field,
while its plant is modern and comprises the
A latest labour saving devices; provided an
economic output is obtained it should be able to produce wagons
at least as cheaply as any other company in India. It would,

therefore, not result in any additional burden on the taxpayer if
we assess the measure of protection necessary for the Wagon-building
industry as a whole on a consideration of the works cost, overhead
‘charges, and manufacturer’s profit, which appear reasonable for the
Indian Standard Wagon Company, taking that Company as typical
generally of Wagon-building firms in India. We would refer here
to the evidence given by the Indian Stores Department on page 346
of Volume VI of the Steel Report, 1926, in which it is stated that
wagons constructed by the Indian Standard Wagon Company com-
pare very favourably with those manufactured in England, that
"the works of this Company are reasonably well equipped and that
an examination of the costs 'of construction in their works could
be done with greater facility and accuracy than in the case of other
wagon-building works in India. This method assumes that the
C-2 wagon, which is the type almost exclusively manufactured
“hy the Indian Standard Wagon Company in 1925-26, the latest
year for which cests have been furnished, may be regarded as a
representative type of wagon and that the protection ealculated
on the cost of producing this class of wagon will be adequate for
firms producing other types also. This seems a reasonable assump-
tion since it has been found that of the other types manufactured
“by Indian firms, the cost of an A-1 orA-2 wagon js not much above
nor the cost of a C-3 much below that of a C-2 wagon. We are
aware that the designs of the main tvpes of I. R. C. A, wagons
bhave been under revision, but the alterations propesed are not
such as will affect the general validity of our calculations. We
have explained to the applicants for protection our intention of
basing our recommendations on this method and they have agreed
to its adoption. It appears, therefore, that an examination of the
"subject on these lines will be acceptable to the applicants for pro-
tection, not unfair to the general public, and likely to yield the most

Indian Standard Wagon
Company taken as typical.
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satisfactory results. Accordingly, in this portion of our report,
‘we have decided to confine our attention to ascertaining the fair
selling price of wagons manufactured at the Indian Standard
Wagon Company’s works.

33. When we held our last enquiry into the Wagon industry,
ihe Company had completed 230 wagons in 1924-25 but had worked
’ . only for a portion of the year. It was

Costs available as 8 }erefore impossible to arrive at any con-
basis of calculation. . P . y o
clusion as regards costs. On this occasion
we are in a more fortunate position. The Company has supplied
us with figures relating to the completion of three sets of wagons,
viz., 230 in 1924-25, 1,020 in 1925-26 and a further 425 in the same
year. We have also figures for the total charges actually incurred
in 1925-26 as well as details of these charges. With these figures
before us, we are in a position to attempt to estimate the fair
selling price of wagons in India under normal circumstances. Owur
first step is to determine the probable level of works costs assuming
that an economic output is maintained. In their evidence before us,
the Managing Agents claimed that the present capacity of the work:
was 2,500 wagons annually. In August, 1926, the Chief Controlle:
of Stores estimated the capacity of the works at 2,400 C-2 wagon:
but since then there has been some development. On the whole
we consider that an output of 2,500 wagons a year will ensure
reasonably economic working and that this is within the present
capacity of the works. In 1924, we were informed by the Railway
Board that the total demand for wagons was somewhere betweer
4,000 and 4,500 and would rise in five years time to about 7,500,
We think, therefore, that if the demand were normal the Indiar
Standard Wagon Company might reasonably expect orders for 2,50(
‘wagons annually.
34. We must first ascertain the cost of material per wagon,
which elearly will remain at the same level whatever the output.
In all, including the material required fo:
m.C‘:‘ri“L“ rolled  steel fittings manufactured in the works, 7 tons
1 ewt. 20 Ibs. of steel structurals, plates, an(
bars of British standard specification steel are used in the construe.
tion of one C-2 type wagon in the following quantities:—

Cwts. Qrs. Lbs.
Structurals . . . . . . 54 0 5
Plates . . . . . . . . 52 2 18
Bars . . 34 1 25

For the purpose of our calculation, we propose to adopt the price:
set forth in Table XX VI, page 62, of Volume I of our Steel Report,
1926, which are based on the ¢.i.f. prices of jmported steel prevail:
ing in the first three months of 1926, plus the duties introduced ir
1427. For convenience of reference these prices are set ouf
below : —

Rs. per ton.
Structurals . . . . . . . . 123
Plates . . . . . . . . . 135
Bars . . . 134

We thus get a total cost of rolled steel maferial of Rs. 918.7.
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35, We base our estimate of the cost of material other than
uteel sections, bars, and plates, on the order for 425 wagons executed
Casti " d in 1925 which gives us the latest available
other megorial 8> %% information regarding costs at the Indian
Standard Wagon Company’s works. But
the castings purchased for this order averaged in price about
Rs. 349 per wagon. These, however, were largely of British manu-
facture whereas al present the Company uses Continental castings.
The cost of castings for a C-2 wagon in 1926 is given by the Indian
Standard Wagon Company as Rs. 241, which may be adopted for
the purpose.of our estimate. Fittings will be manufactured entirely
by the Company with the exception of the vacuum brake, the cost
cf which is Rs. 240. Messrs. Jessop and Company have recéntly
informed us that there has been a considerable rise in the price
of the vacuum brake. We have not, however, been able to obtain
a definite figure and since foreign makers’ costs will be affected
equally by any rise, it appears unnecessary to make any alteration
in the figure which bhas been accepted as recently as May of this
year by the Indian Standard Wagon Company. Other materials
consist mainly of bolts, nuts and rivets; these with stores amounted
to Rs. 121 per wagon in 1925, but in view of the reduction in the
price of steel since that year, they may safely be reduced to
Rs. 110. Cost of material would therefore stand as follows: —

Rs.

- Steel including material for fittings . . . . 919
Castings . . . . . . . . . . 241
Vacuum brake . . . . . . . . . 240
Other materials and stores . . . . . . 110

ToraL . 1,510 /

36. Direct labour per wagon is not likely to vary to any great
extent and the 1925 figure of Rs. 337 may be adopted. To this
' Direct Labour. ‘has to be added Rs. 17, which appears to us

) a reasonable estimate of the additional direct
labour cost of making all fittings except the vacuum brake, giving-

a total of Rs. 354. _
37. We now come to the cost above

Cost above material for material. The total expenditure in 1925-26,.
1,800 wagons. as given by the Company in their charges:
account, is as follows: —

Salaries: — Rs.
European . . . . . . . 1,21,420
Anglo-Indian and Indian . . . . 91,280

Repairs and Maintenance—

(a) Buildings . . . . .. . 9,390
Eb) Plant and machinery . . . . 82,650
¢) Furnace and flues . . . . . 4,780
(d) Other plant . . . . . . 81,280
Non-productive wages . . . . . 82,270
General shop supplies . . . . . 98,660
Coal and Coke . . . . . . . 57,560
Power . . . . . . . . . 72,940
Sundries . . . . . . . 45,440

ToTAL . 6,97,67C
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The charges account from which these items are taken (enclosure 3,
page 158, Volume 1V, Steel Report, 1926) include all the charges
incurred during the year. The number of wagons completed in
1925-26 was 1,445, but it is clear from the fact that °‘ the loss on
charges ’’ forms a substantial item in the cost accounts (page 155,
Volume IV, Steel Report, 1926) that the Company estimated that
considerably more than 1,445 wagons could have been completed
without any addition to the charges. We have been informed by
the representative of the Company that the normal number which
could have been completed at the same expenditure was 1,800 and
since in the autumn of 1925, the Chief Controller of Stores estimated
the capacity of this works at 1,750 wagons annually, an estimate of
Its. 6,97,670 as the cost above material (excluding direct labour)
in the manufacture of 1,800 wagons does not appear excessive.
We think some reduction must be made on account of the fall in
the cost of coal and of general supplies, and consider Rs. 17,000
on this account a reasonable reduction leaving a total expenditure,
in round figures, of Rs. 6,80,000.

38. Another :natter which calls for attention is the expenditure
under the head ‘‘ Repairs and Maintenance.”” This amounts to
Reduction in cost of Rs.t1,28,lfO?hand {ornll’s a mu(;h }lilg}:l]fr per-
: ! centage of the costs above material than we
repairs and maintenance. find in the case of Messrs. Burn and Com-
pany or Messrs. Jessop and Company’s costs. Both these firms
show expenditure on repairs and maintenance which on the average
ore not above 8 per cent. of their costs above material. The reason
tor the additional cost on repairs is probably to be found in the fact
that the Indian Standard Wagon Company employ machinery to a
greater extent than the other firms. But it is necessary to point
cut that in our estimate of a reasonable charge for depreciation,
we have made full allowance for this and, as will be seen later,
have assessed depreciation at 61 per cent. on a block value of
Rs. 57 lakhe. It does not appear, therefore, reasonable to allow a
rmuch higher charge for repairs than is shown by the other firms.
We realize that minor repairs are usually charged against revenue,
but in the statement for 1925-26 the Indian Standard Wagon Com-
pany carried practically the full amount, as calculated by the
Board, to degreciation, while at the same time the whole cost of
repairs was charged in the works costs. 'We do not consider that
more than Rs. 68,000 or about 10 per cent. of the total cost above
material—a higher percentage in fact than is shown by either
Messrs. Burn and Company or Messrs. Jessop and Company—should,
be included in the works costs. The balance we regard as a proper
charge against idepreciation. The total cost above material (ex-
cluding direct labour) then becomes approximately Rs. 6,20,000.

39. A further adjustment is however necessary. In 1925-26,
two lots of wagons were constructed, one lot of 1,020 and another
of 425 wagons. For the former most of
the forgings were purchased, while for the
latter a large part of the fittings, but not all, were manufactured

Faurther adjustment.
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by the Company. We are now estimating the cost above material

for 1,800 wagons and it is necessary, therefore, to determine the

total charges if the same proportion of fittings were manufactured

for the whole output as were made for the 425 wagons. This addi-

tional cost of manufacturing fittings has been taken roughly at the

difference between the cost per wagon of constructing 1,020 and

425 wagons under the following heads:—power, fuel, repairs, non-

productive labour, general shop supplies, and supervision. The

total additional charges on this account as given by the Company

(page 182, Volume IV, Steel Report, 1926) amount to Rs. 62 per
wagon. In this is included Rs. 12 on account of repairs, half of

which might be charged to depreciation, leaving a total of Rs. 56
per wagon. It may appear at first sight that the cost of manufac--
turing forgings (Rs. 56), should decline when the output increases:
to 1,800 wagons. This, however, is not so, since even when manu-
facturing forgings for 425 wagons, the works were in continuous.
operation and producing a full output. On 1,376 wagons (i.e.,

1,800 less 425) this would amount to Rs. 77,000. Adding this to-
the cost above material as shown in the previous paragraph

{Rs. 6,20,000), the total becomes Rs. 6,97,000. This on an outturn

of 1,800 wagons gives an incidence of Rs. 387 per wagon.

40. If we suppose that this incidence remains unchanged for-
an output of 2,000 wagons, we obtain a total charge of Rs. 7,74,000.
. This would mean a total additional expendi-.
w:}g’:’%gence for 2000 yre of Rs. 77,000 for the construction of
) 200 wagons. This figure, however, appears.
somewhat high. On page 184, Volume IV, Steel Report, 1926,
the Indian Standard Wagon Company places the additional cost
ahove material (excluding direct labour) required to increase the-
" output from 2,000 to 2,500 wagons at Rs. 1,43,000. We think,
therefore, that Rs. 60,000 should be sufficient for an increase from-
1,800 to 2,000 wagons. The total cost above material of construct-
ing 2,000 wagons would then be Rs. 7,57,000 or Rs. 378:5 per-

wagon.

41. Tt is proposed in future to manufacture all fittings for-
wagons except the vacuum brake and it becomes necessary, there-
L fore, to take into account the additional cost-
ac&?‘i‘:“;“?lfut‘:}::’g!fmn‘ﬁf of manufacturing such fittings as were ‘still’
facture of fittings. purchased when the order for 425 wagons-
“was ~executed in 1925-26. The Indian-
Standard Wagon Company (pages 182 and 183, Volume IV of the
Steel Report, 1926) estimates the additional cost (excluding direct
labour) at Rs. 48 per wagon. We would reduce this by Rs. 4.
1epresenting half the cost of repairs which might be charged against-
depreciation. The additional cost on 2,000 wagons would then be:
Rs. 88,000, Adding this to the _total already obtained
{Rs. 7,67,000), we find the cost above material of constructing 2,000
wagons with all fittings, except the vacuum brake, manufactured:
in-India is Rs. 8,45,000 or Rs. 422-5 per wagon.
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\Y?.. The next step is to determine the cost above material of
conttructing 2,500 wagons. The Company estimates the additional
Y .. cost above material of increasing their
ol A0 :":;:m material ;5 nnual output from 2,000 to 2,500 wagons
! ) (excluding direct labour) at Rs. 1,43,000
Of {his sum about Rs. 10,000, on account of the cost of repairs,
might be charged to depreciation, leaving Rs. 1,33,000 as the total
additional cost. TFor the construction of 2,000 wagons the cost
above material has been found to be Rs. 8,45,000. The cost of
constructing 2,500 wagons is, therefore, Rs. 9,78,000 which gives
an incidence of Rs. 391 per wagon.

Wor . 43. The total works costs may then be
orks costs. v
stated as follows:—

Works costs.

Rs.
Materials—
Steel . . . . . . . . . . 919
Castings . . . . . . . . . 241
Vacuum brake . . . . . . . . 240
Other materials and stores . . . . . . 110
Above materials—
Direct labour . . . . . . . . 354
Charges excluding overhead . . . . . 391
Toran . 2,256

44. Jtis now necessary to estimate the overhead charges and for
tl:is purpose the replacement value of the plant must be determined.
The original subscribed capital of the Indian
Standard Wagon Company consisted of
38,975 ordinary shares of Rs. 100 each and
13,665 seven per cent. cumulative preference shares of the same
denomination. In 1925-26, the capital was written down by a
reduction of the ordinary shares to Rs. 25 each. The block account
originally stood at Rs. 73,19,188 which, with subsequent additions.
to the plant amounting to Rs. 8,50,369, would now stand at
Rs. 81,69,557, had there been no re-organization. When the
capital was reduced in 1925-26, the block account was also written
down by Rs. 24,80,424. 1f the reduction is taken against the
original valuation of the plant, we find that the value of machinery
Lias been taken at a figure 44 per cent. less than the valuation in
1921.22 while buildings and miscellaneous heads have been reduced
by 18 per cent. and 31 per cent. respectively. We consider that
these figures adequately represent the reduced value of the plant
resulting from the fall in value of machinery, steel and other
material since the construction of the works, and we are satisfied
that a new works of this size and type could not now be erected at a
lewer 2ost than Ra. 57 lakhs in round figures.” Adopting the rate
of G} per cent., which we have taken in the case of the rolled steel
industry, the annual charge on account of depreciation would be
Rs. 3,56.250 or on an output of 2,500 wagons Rs. 142-5 per wagon.

Overhead charges : De-
preciation.
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45. The Company has supplied us with a statement shewing
nronth by month the working capital actually required under each
Intorest » head in the calendar year 1925 during which
capital, 0 "8 the works were fairly fully employed in
each month. During this year, some 1,450
wagons were completed. The average sum required as working
capital was Rs. 13:5 lakhs. On the assumption that the annual
cutput is 2,500 wagons, the working capital would need to be
vaised in proportion allowing for reduction in cost above material
1o about Rs. 22 lakhs. This represents about 41 months works
-costs, and since most of the material is now obtained in India, while
accounts are promptly settled by the Railway Companies this
estimate of working capital appears sufficient. At the same time,
normally both a portion of the profits made in the course of the
year and of the depreciation fund would be available to be utilized
:as working capital; we consider an allowance of about Rs. 4 lakhs
should be made on this account leaving the working capital at
Rs. 18 lakhs. At the rate of 7 per cent. per annum, which was the
rate adopted in the rolled steel industry, the annual interest on
working capital would amount to Rs. 1,26,000 or Rs. 50-4 per
-wagon. '

%16. According to the Articles of Association the Managing

Agents are entitled to charge Rs. 1,44,000 per annum as their
. , commission. In practice they - receive
__m;ggﬁ)’;“ﬁ‘dgéézztjha?m' Rs. 72,000 which we consider a moderate
i ges. . . .
charge for the services performed in which
are included technical advice and supervision. Calcutta office
espenses amount to Rs. 24,870 and London office expenses to
“‘Rs. 11,850, giving a total of Rs. 1,08,720 for 1925-26. We think
Ks. 1,10,000- should be sufficient for a works producing 2,500
-wagons annually. The incidence of this is Rs. 44 per wagon.

47. The share capital of the Indian Standard Wagon Company
iy now divided between preference and ordinary shares in the
proportion of 2 to 1, the preference shares
carrying interest at 7 per cent. per annum.
“We think, however, that the same rate of interest may be allowed
a8 for the Tata Iron and Steel Company, viz., an all round rate
of 8 per cent. per annum. This gives an incidence of Rs. 182-4
Jper wagon.

48. The total of overhead and manufacturer’s profit on a produe-
tion of 2,500 wagons annually is thus as

Manufacturer’s  profit.

Fair selling price.

follows : —
Total per wagon.
' Rs.
‘Depreciation . . . . . . . 142'5
Working capital . . . . . . . 504
- Managing Agents’ commission and office expenses . 44

Manufacturer’s profit . . . . . . 182'4

ToTAL . 4198

or Rs. 419 in round figures.
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hVe have estimated the works cost on a production of 2,500
wagons to be Rs. 2,255 per wagon. Adding to this the charges for
overthead and manufacturer’s profit (Rs, 419), the total becomes
Rs. 2,674 which is our estimate of the fair average selling price of
a C2 wagon manufactured in India.

49. The lowest approved tender received from abroad in
November, 1925, for a C-2 wagon was £191-16-8 c.i.f. which con~
) . verted into rupees at the rate of 1s. 6d. to
gof:_‘“ of imported wa- 4}, rupee amounts to Rs. 2,557-7. A rebate
was allowed by the successful European
firm amounting to about 2} per cent. on the f.o.b. value of the
order, which would reduce the c.i.f. price per wagon by about
Rs. 57 to Bs. 2,500. Erection, landing, wharfage, and port charras
iln India, amount to Rs. 207, giving a final duty free price of
ts. 2,707. :

50. We have now to consider whether there is any reason to

tuppose that the price of imported wagons is likely to fall below

. the present level. The price of a wagon in

of}:g’;’;:l:d'f:;o:f Pri°® 1913 comparable with the A-1 standard

wagons now used on Indian railways, has

been given to us by the Railway Board as £186 f.o.b. and the

four years pre-war average as £155. The lowest tenders for an

?ﬁ class wagon f.0.b. during the years 1921 to 1925 have been as
0l{OWS ; —

£ s d
1921 . . . . . . . . . 241 0 O
1922 . . . . . . . . .1 oo
1923 . . . . . . . . . 181 0 oO*
1924 . . . . . . . . . 179 10 ot
1925 . . . . . . . . 176 0 0}

It will be noticed that since 1921 the prices have been reasonably
stable and are in fact lower than in 1913. We see no reason to
vary the opinion expressed in our report of September, 1925
(raragriph 82), that the 1922 tender was a bed rock price rendered

ossible by cutting down costs to the minimum. The price of steel
Ea; fallen heavily during the past four years and had it been
vossible to produce wogons in England with a fair margin of profit
at £171 in 1922, one might reasonably expect a tender well below
that of 1925. It would certainly appear that uneconomic prices
Lave been quoted in he past and it is possible that a similar course
may commend itself to the foreign manufacturer in the future.
Against any systematic price cutting, special measures would be
necessarv. But for cur present purpose this possibility need vot
be considered. We have no reason to suppose that there will be

® Approximate estimate by Board in September, 1925. .
+ Approximate estimate without allowing for lump reduction.
¢ Without allowing for lump reduction, .
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any substantial decrease in labour charges in the - enginee;ing
industry in Europe. ' In our report on rolled steel, we have found
that prices of British steel are comparatively stable and though
Continental prices may decline, the stabilization of exchange in most
countries during the past year, removes one cause of abnormally
low prices. In any case, the price at which Indian wagons can now
be produced renders it unlikely that foreign makers will be able to
sell at lower prices. We think, therefore, that for purposes of
comparison it 1s safe to take the lowest landed duty free tender
for a C-2 wagon in November, 1925, viz., Rs. 2,707 which includes
erection, landing, and other charges. ;

51. One modiiication, however,. is necessary. We have framed
our estimate of the fair selling price of Indian wagoms, on the
assumption that the price of steel will be
equal to the import price in the first three
months of 1926 plus the duties imposed by
the Steel Industry (Protection) Act, 1927. But the foreign tenders
zeceived in November, 1925, must have been based on the price of
steel prevailing some months earlier. Between August, 1925, and
January, 1926, there was a fall of approximately 18 shillings or
Rs. 12 a ton in the price of bars, structurals and plates. On the
material used in the construction of a C-2 wagon, this would amount
to about Rs. 84 and the lowest foreign tender received in November,
1525, for purposes of comparison should be reduced by this amount.
The final landed price without duty of the imported wagon would
therefore be Rs. 2,623. We have found the fair selling price of
an Indian wagon to be Rs. 2,674. The difference between these
figures, viz., Rs. 51 represents the measure of the protection re-
quired. With the adjustment of Rs. 84 referred to above, and ex-
“cluding erection, landing, and other charges, the c.i.f. price of the

Adjustment of imported
prices.

foreign wagon on which Customs duty is leviable is Rs. 2,416 on

which the protection required, viz., Rs. 51 amounts to about 2 per

cent. A duty therefore of 2 per cent. would normally be sufficient
protection. _

52. At the time of writing this report, we have not received the

costs of the Indian Standard Wagon Company for 1926-27 but it is

The Indian Stendard ‘intzereffting to compare (%urtestigla}te fqu fair

‘ 4 rice for wagons manufactured in India on

?Zf%%‘és_g{m"a.“ys costs - fhe basis of g;che costs for 1925-26 with the

Company’s results as indicated in their latest

veport. A profit of Rs. 10,44,675 is shown for that year on

trading account. We are aware that a portion of this 1s profit

realized on work carried over from the previous year and that
there may be other adjustments not apparent from the audited
balance sheet and profit and loss account. For our present purpose,
however, we assume that this profit has been realized on the order
for 1,750 wagons which was executed in the year. From the profit
of Rs. 10,44,875 we deduct Rs. 78,905 the interest which has to be
paid on loan. The balance (Rs. 9,65,770) on an output of 1,750
wagons gives an incidence of profit per wagon of Rs. 551. The
average actual price received for these wagons taking C-2 and C-3
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wagons together was Rs. 3,135 per wagon. Excluding the year’s
profit (Rs. 551) we find the cost of manufacture to be Rs. 2,584
er' wagon. We compare this figure with our estimate in the
cllowing table:—

Board's estimate Actuals per
per wagon. wagon.
Rs. Rs.
Fair selling price . . 2,674 Price received 3,135
Deduct .
Profit . . . . 182-4 B51
Cost of manufacture . 2,491°6 2,584

For the purpoee of comparison however one adjustment has to
be made. In the Company’s report, Rs. 1,80,560 has been taken
to depreciation, the amount being calculated on the capital as
written down and not on the replacement value of the plant. If
the full depreciation which we consider necessary on a plant valued
at Rs. 57 lakhs were provided, the cost of manufacture per wagon
would be increased by about Rs. 100. The difference between the
cost of manufacture as estimated by the Board and as arrived at
on a consideration of the Company’s report of 1926-27, would then
be Rs. 192-4. The increase in output from 1,750 to 2,500 wagons
rer annum would reduce the incidence of depreciation per wagon
by Rs. 61, leaving Rs. 131-4 to be covered by economies in works
costs on increased production and by the reduction in the duties
on raw material. The latter alone amounts to about Rs. 79-5 per
wagon, and it would appear, therefore, that judged by the latest
results of this Company, there is nothing wunreasonable in our
estimate of the fair selfing price of wagons manufactured in India
on an economic scale or of the measure of protection which the
industry requires.

. 53. Although we believe that a 2 per cent. ad valorem duty
on imported wagons would be sufficient to protect the industry
against foreign competition under normal

No increase in duty re- conditions, it is not within our province
h‘::,':;f:.d‘:: “l::oy ment of 45 propose alterations in the revenue tariff.
) It is c{)aimed by the wagon building firms

that they are entitled over and above the present revenue duty of
10 per cent. ad valorem on imported wagons, to compensation on
account of the enhanced price of steel resulting from the protec-
tive duties. Such compensation would amount to about 3 per cent.
ad valorem on the adjusted c.i.f. price of imported wagons. We
do not, however, consider that this claim can be sustained. The
revenue -duty is admittedly variable according to the financial
requirements of Government, and no claim to compensation lies
in respect of changes in the nett assistance afforded by the revenue
tariff unless it can be shewn that serious detriment is thereoy
caused to the industry, Where it is fourd that the protection
necessary to give an industry a fair return on capital, is consider-
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ably less than the existing revenue duty, in our opinion no claim
for compensation can arise.. There are circumstances in which an
industry ‘may reasonably claim that compensation on account of
excess expenditure resulting from protective duties should be
awarded in addition to the revenue duty existing when the industry
was started. We do not, however, consider that any such circum-
stances exist in the case of the Wagon industry if the demand .
for wagons is assumed to be normal. In any case, the revenue
duty in force on imported wagons when the latest company (the
Indian Standard Wagon Company) was floated was only 2} pér
cent. ad valorem. We are unable, therefore, to support this elaim
of the companies and we have no- recommendation to make for
an increase in the existing duty on wagons, It follows from our
estimate of the fair selling price and of the import price of wagons
that there is no case for the continuance of bounties, and we accord-
ingly recommend that the payment of bounties on wagons be
discontinued. ' '
54. We have not thought it necessary to examine the case for
protection of underframes separately from that of wagons. The
processes in both industries are the same,
though the amount of forgings in a wagon
is greater in relation to the cost than in an underframe. The
competition from abroad is less severe in the case of underfranies,
partly because the freight and other charges are greater, but
largely because orders for underframes in the past have been for
comparatively small numbers, and have therefore offered less in-
ducement to the foreign manufacturer to tender. We find that, as
recently as April, 1926, Messrs. Jessop and Company secured orders
for 93 underframes without bounty and it has been admitted in evid-
ence that the protection required for underframes is less than that
required for wagons. On the other hand, if, as is possible, the
types of underframes are standardized and orders are placed for
larger numbers, foreign competition will tend to increase and to
this extent the position of underframes will approximate to that
of wagons. Our recommendations with regard to wagons will apply
also to underframes. We therefore recommend that normally the
duty on imported wagons and underframes should be fixed at the
present revenue duty.
55. Throughout our enquiry, we have assumed that the charges
for the erection of imported rolling stock and for landing, wharfage,
. . and port charges, as set forth in statements
faE:“;‘:;’ lc;:d:]:%} ‘;ls““" VII and VIII on pages 31 and 32, of Volume
g P €% V¥ of the Steel Report, 1926, which have beer
. accepted as reasonable by Indian manufacturers, remain un-
changed. It is, however, not impossible that some variations in
these charges may occur. It is only fair to Indian manufacturers
that they should know the basis on which their tenders are to be
compared with those of foreign makers. We therefore recommend
that if any substantial alteration in these charges occurs, a definite
announcement to that effect should be made when tenders are
called for and the extent of the alteration should be specified.

Underframes.



CHAPTER V.

Measure of imniediate assistance required.

56. So far the position of the Wagon industry has been examined
on the assumption that orders are received sufficient to ensure con-
tinuous working up to existing capacity.
, Unfortunately, as has been explained in
Chapter III, it is unlikely that the demand of the railways for
wagons during the next three years will be adequate, and, though
increased orders for underframes may be placed, on the whole the
requirements of the railways will be considerably below the pro-
ductive capacity of the industry. It is obvious that if the output
of the companies is restricted, the fair selling price and conse-
quently the scale of 1protection must be increased, but the informa-
tion at our disposal is so meagre that we cannot attempt to
estimate the amount of protection required save on the most general.
lines. Even so, certain assumptions are necessary. Unless a cer-
tain minimum of work is placed with the firms, no scheme of
g‘rotection will be effective in maintaining the works in operation.
Though the figures for 1928-29, supplied by the Railway Board, are
stated to be fairly reliable, we have been definitely warned against
placing reliance on the figures for future years. In these circum-
stances, we assume for the purpose of our em}uiry that the orders

for the next three years will be approximately the same as those
for 1927-28.

57. Further, the method of estimating the amount of protec-
tion required by the industry on a consideration of the costs of
M the Indian Standard Wagon Company on

. ethod adopted. thev . t' -t h- h
, ir existing capacity, which we have
followed in the previous chapter, is no longer suitable. Such
-orders as are placed are in the main for underframes, metre gauge
wagons or special types of broad gauge wagons regarding the cost
of which we have no recent information, while, as we have seen"
in an earlier chapter, the system of costing employed by the firms
is such that it is impossible to separate the works costs and over-
head charges of underframes from those of wagons with any cer-
tainty. We have, therefore, adopted the follewing system. We
first determine the proportion which the orders for wagons and
underframes in 1927-28, translated into terms of C-2 wagons, bear
to the total capacity of the existing firms expressed in terms of
C-2 wagons. Reducing the output of the Indian Standard Wagon
Company (2,600 wagons annually) on which we have based our
fair selling price, in this proportion, we then consider what changes
in works cost and overhead charges are required and to what extent
the protection must be raised in consequence. The results attained
by this method are necessarily rough, but we think that a general
‘indication of the amount of protection required may be obtained,

(36 )

Immediate ~ problem.
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assuming that the orders available are distributed between the
firms concerned in proportion to their capaecity.
68. It is not improbable that with the elimination of the
Peninsular Locomotive Company, competition will decline among
Method not unfair to TREOR builders, and the probability of some
constmer. kind of understanding between the remain-
ing firms must be reckoned with. In this
event, it may. be assumed that tenders will be made by the firms
in some proportion determined by mutual agreement according to
their respective capacity. If the outpui of the firms is distributed
on this basis, their costs will not be higher than we have estimated
for the purpose of this chapter, for our estimate assumes precisely
his method of distribution. On the other hand, so long as the
total demand for wagons during the next few years falls short
of the full capacity of the firms, some degree of competition may
still prevail. " It may then happen that one firm may secure suffi-
cient orders to keep its plant working to full capacity and i%s
costs may fall below the fair selling price proposed on the akove
method. Competition among the remairing firms will consequently
result in a general reduction of the price of wagons to a level
below that justified by the duty and the level of foreign prices.’
If this happens, the burden on the consumer will be correspond-
ingly reduced. In either event, the burden will not be greater
than the interests of the industry require.
59. In August, 1926, the Indian Stores Department furnished
us with the following estimates of the capacity of the wagon build-

Capacity of wagon works. ing firms:—-

‘Wagons.
The Indian Standard Wagon Company . . 2,400, C.2
Messrs. Burn and Company . . . . 1,200, A-2
Messrs, Jessop and Company . . . . 600, A-2

This estimate is based on the assumption that no underframes
are being built. The Stores Department considers that in point
of work 5 A-2 type wagons are equivalent to 6 C-2 type. In terms
of C-2 type wagons, the total capacity of the Indian industry as
given by the Stores Department would be 4,560 wagons annually.
Since then there has been considerable development, particularly
in the erection of plant at Messrs. Jessop and Company’s Dum Dum
works. The capacity claimed by the companies is as follows:—
C-2 Wagons. Underframes.

The Indian Standard Wagor

Company . . . 2,500 —
Messrs. Jessop and Company . 1,500 to 1,700 —
Messrs, Burn and Company . 1,500 200

Messrs. Jessop and Company’s estimate of their capacity at their
Jamshedpur works is about 500 wagons annually and at Dum Dum
260 underframes; taking one underframe as equivalent to 23 C-2
wagons, this amounts to about 1,400 C-2 wagons, This estimate
appears to us to be rather on the high side, and we think it would
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be safer to fix their capacity as not more than 1,200 wagons
which, in their latest application, they have stated to be the eco-
nomic unit of production of their works. Messrs. Burn and
Company compreted in the last finanical year 67 underframes and
1,000 A-2 wagons. This is equivalent to about 1,400 C-2 wagons.
On the whole, therefore, we consider that the present capacity of
the wagon ficms is about 5,000 wagons annually.

60. Though the material in a metre gauge wagon is consider-
ably less than in a C-2 wagon, the work involved 1n its construc-
tion is nearly the same. We think we
shall not be far wroug if we take a
metre gauge four-wheeled wagon as equi-
valent on the average to 4/5ths of a C-2 wagon. Classing all
bogie underframes together, metre gauge as well as broad gauge,
we consider that on the average a bogie underframe may be taken
as equivalent to 21 C-2 wagons and some ratio between 2} and
21 may be adopted for bogie wagons suech as a rail or timber truck,
while ‘a broad gauge four-wheeled underframe may be considered
as equal to 4/5ths of a C-2 wagon. On these estimates the orders
placed for 1927-28 would work out at about 3,000 or 60 per cent.
of the capacity of all wagon works.

61. Assuming that the Indian Standard Wagon Company was
manufacturing 60 per cent. of its economic output (2,500 wagons)
t.e., 1,600 wagons annually, the works costs
would be considerably higher than the esti-
mate which we have framed in the previous chapter. The cost of
materials, fittings and castings would, however, remain the same.
For convenience of reference these are set forth below:—

Order for 1927-28 in
terms of a C-2 wagon.

Tocrease in works cost.

Materials. Cost per wagon.
Rs.
Steel . . . . . . . . . 919
Castings . . . . . . . . . 241
Vacuum brake . . . . . . . . 240
Other materials and stores . . . . . 110

Torar. 1,510
62. As regards charges other than overhead, the best basis for
our estimate appears to be the charges incurred in 1925-26, as set
Cost above material apg 1OTtR 0N page 158, Volume IV of the Steel
overhead, | herland Report, 1926. In that year, 1,445 wagons
were manufactured, but, as we have already
explained, these charges would not have altered materially had the
output been 1,800 wagons. Subject, therefore, to certain modifi-
cations we may reasonably assume that the charges above material
excluding overhead for 1,500 wagons will stand at about this level.
After making the reductions in the expenditure on repairs and
on fuel, as explained in Chapter IV, the total stands at
Rs. 6,20,000. This figure requires further adjustment for reasons
which we have already explained on account of the cost of making
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additional forgings, which were previously purchased. Of the
total of 1,445 wagons, these forgings were made for 425 and as
we are now estimating’ the cost above material for 1,500 wagons,
it will be. necessary to add the cost of making forgings for 1,075
(t.e., 1,500 less 425). We found the cost of making these forgings
to be Rs. 56 per wagon. The additional expenditure is therefore
Rs. 60,200 which, added 1o the total costs above material
(Rs. 6,20,000), gives a figure of Rs. 6,80,200. This on an outturn
of 1,500 wagons gives an incidence of Rs. 458 per wagon. More
forgings are however being manufactured now than in 1925-26
and some further adjustment is therefore necessary. On the
assumption that 2,000 wagons were being manufactured, the com-
pany estimated the additional charge on this account, excluding
direct labour charges, at Rs. 48 (page 182, Volume IV, Steel Report,.
1926), but this included Rs. 7 per wagon on accouni of extra
staff which on a production of 1,500 wagons only, would not be
necessary. On the other hand, with the manufacture of various
types of wagons and with a reduction in output, it is not unlikely-
that some 1ncrease in cost may occur.  On the whole, we think
it safer to retain the figure at Rs. 48. The incidence of the cost
above materials excluding direct labour charges will then amount
to Rs. 501. To this has to be added the charges on account of
direct labour, viz., Rs. 354, giving a total above material cost of
Rs. 855.
63. But some allowance must be made on account of the fact
that orders placed will represent a greater variety in the types of
) wagons manufactured and the economies
: I"fcmase n ‘f“‘:‘ireg‘.‘lt' resulting from standardization will not be-
by, rom non-standardiza-  nossible to the same extent as previously.
In our capital account we make allowance:
for additions to the plant necessitated by the construction of metre
gauge wagons. Other additional expenditure will be incurred
mainly under direct labour which at present stands at Rs. 354
per wagon. In the oral evidence, it was stated on behalf of the:
Indian Standard Wagon Company that so far as the year 1927-28-
is concerned, it would be possible to produce fairly economically
since the orders placed were for considerable numbers of metre-
gauge wagons of the same standard types. It is possible, however,
that in the future orders will be for more numerous and varying
types as indicated by the orders approved for 1928-29 and by the
estimates of the railway companies for the next two years. We
observe on page 476 of Volume II of the Evidence recorded during
the first Steel Enquiry that in 1909, 715 wagons.all of one type
were manufactured by Messrs. Jessop and Company. From the
tender dated April 1908, on page 440 of the same Volume, it
appears that the estimate of direct labour charges on this order
was exeeptionally low, being Rs. 204 against Rs. 380 per wagon
for tenders made in July, 1904, and June, 1913. We realize that
considerable time elapsed between these three tenders, and that
it is not improbable that rates of wages may have changed, while
the tenders, though all for broad gauge four-wheeled wagons, are
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for different sized wagons. At the same time, the figures afford
some indication of the economy which can be effected in direct
wages by standardization. It would also appear from the evidence
on page 472 of the same volume ihat where the types of wagons
manufactured are numerous, steel sections are purchased cut to a
dead length for each type and the favourable prices quoted for a
large order of a single length are not obtainable. Any estimate,
however, of the increase in cost which may result from manu-
facturing various classes of wagons instead of a single type must
necessarily be arbitrary., But taking into account the fact that
the increased expenditure on machinery will be allowed for in our
estimate of overhead and profit, we consider ihat an allowance
of Rs. 150 per wagon on this account is sufficient to cover all
eventualities.
Summary of works 64. The result of these modifications is

costs other than materials. ag follows:—-

On a production

of 1,500 wagons.

Rs. per wagon.

Cost above materials excluding direct wages and

overhead . . . . . 501
Direct labour . . . . . . . 354
4dd on account of loss of economy resulting from

standardization . . . . . . 150

—_—

ToraLn . 1,005

The total works cosfs would, therefore, stand as follows: —
Rs. per wagon.

Cost of material . . . . . . . 1,510
Cost above material excluding overhead . . . 1,005
TOTAL . 2,515

—_—

65. As regards overhead charges, we do not think we should
be justified in calculating these on our estimate of the cost of re-
Overhead ¢h lacement of the present plant. The task
ver charges. Eefore us is to determine not the amount of
protection which would be rufficient for a new works erected for
the manufacture of wagons, but rather what measure of protection
will be sufficient to maintain the existing works in operation until
normal orders are forthcoming. Both Messrs. Jessop and Com-
pany and Messrs. Burn and Company undertake other engineering
work besides the manufacture of wagons; they have been estab-
lished for many years and have accumulated reserves, while the
value of their plant has been written down. The Indian Standard
Wagon Cnm;))any has written down its capital to Rs. 30 lakhs, and
it is reasonahle for our present purpose to calculate profit on this,
while the sum taken to depreciation by the Company for the year
1926-27 (Rs. 1,80,560) amounts to about 6} per cent. on the capital
of Rs. 30 lakhs. We think, therefore, that if depreciation charges
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and profit are estimated on a block valuation of Rs. 30 lakhs
sufficient provision will be made to enable the works of all three
companies to continue in operation. To this, however, has to be
udded Rs. 70,000 for expenditure necessary to fit the works for the
manufacture of ‘metre gauge wagons. We think also an addi-
tional Rs. 60,000 should be allowed for other capital expenditure
including the cost of new jigs and dies. 'We then obtain the follow-
ing figures: —

- Rs.
Depreciation at 61 per cent. on Rs. 31,30,000 . 1,95,625
Incidence per wagon on an output of 1,500 wagons 130-4
Profit at 8 per cent. on Rs. 81,30,000 . . . 2,50,400
Incidence per wagon on an output of 1,500 wagons 166-9

G66. As regards working capital, assuming that this would
amount to four and a half months’ production at works cost as
above estimated, the total required would
be Rs. 14,14,687. On referring to the Com-
pany’s balance sheet, however, we find that the cash position is
very strong, liquid assets amounting to about Rs. 7 lakhs. Liabi-
lities appear fully covered by stores, stocks, works in progress, and
book debts. Allowing for the use of profit and depreciation fund
accumulated during the year, it appears unlikely that working
capital in excess of Rs. 61 lakhs will be required. Calculating
interest at 7 per cent. per annum, the incidence per wagon woul
amount to Rs. 30°3 against Rs. 50-4 with an output of 2,500 wagons.
The charges on account of managing agent’s commission and for
the work performed by the Calcutta and Iondon offices would
remain constant at Rs. 1,10,000 giving an incidence of Rs. 73'3
per wagon.

‘Working capital.

The overhead and profit per wagon on an output of 2,500 and
1,500 wagons respectively are compared in the table below:—

| . On an output On an output
Per wagon. of 2,500, of 1,500.
Rs. Rs.
Depreciation . . . . . 14256 . 1304
Interest on working capital , . . 5004 303
Managing agent’s charges, efe. . 44 733
Profit . . . . . . 1524 1669
. Total . 4193 4009
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67. The fair selling price of Indian wagons, on the assumption
that the works are operating at 60 per cent. of capacity, is there-

Assistance required. fore: —

Rs.
Works cost per wagon . . . . . . 2515
Overhead and profit . . . . . . . 4009
ToraL . 29159

We have found the final .duty free landed price (including
erection charges) of an imported C-2 wagon to be Rs. 2,623. The
difference between these two figures, viz., Hs. 2929 represents
the measure of protection required. On a c.i.f. import price of
Rs. 2,416 this would amount to over 12 per cent. ad valorem, and
on our calculation 12} per cent. would appear to be a fair mea-

sure of the protection necessary to maintain the industry until
the demand for wagons revives.

68. We have stated that on the figures available we estimate
that 121 per cent. ad valorem on the c.1.f, price of imported wagons
is a fair measure of the protection required

R"wmm""dﬂﬁo? that by the industryv. We desire to make it
i’;?,‘i’:'oﬁ;fl be placed in ¢ yite clear, that we claim no exactitude for
this figure. The future demand for wagons

is so obscure and the factors affecting the estimate arve so varied
that nothing more than a general indication of the requirements
of the industry can be attempted. But we believe that in our
estimate we have provided a suflicient margin to meet probable
variations in the number and types of wagons ordered. We,
therefore, cannot agree to the proposal of Messrs. Burn and Com-
pany and the Indian Standard Wagon Company that a duty of
17 per cent. should be imposed so long as the demand for rolling
stock remains abnormal. What is required by the industry is,
not so much protection by tariff as a steady stream of orders for
rolling stock of standard types enabling the works to secure the
economy resulting from mass production and continuous work.
With the present restricted demand, we consider that it is of {)ara-
mount importance to the industry that all orders should be placed
in India. Tt may be that to ensure that all orders are secured
by Indian firms in competition with foreign manufacturers, a
duty higher than the difference between the fair selling price and
the c.i.f. import price is required in the special circumstances
which we are considering. At the same time, it must be recog-
nized that if orders are placed by competitive tender received both
from India and abroad, exceptional circumstances may occur which
would result in orders heing lost to Indian firms inspite of.a
higher duty. Even if the orders so lost were few, the effect on
the Indian industry might be exceedingly unfortunate and in the
vase of the Indian Standard Wagon Company, which manufac-
tures wagons only, might result in the closing of the works and
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all the hardship which unemployment entails for the Indian staff.
On the whole, therefore, we think it advisable to maintain the

existing revenue duty of 10 per cent. and to arrange that all
orders are placed in India.

69. The removal of all competition from abroad would naturally
place Indian manufacturers in a strong position and it is not im-
possible that by combination, prices "for
rolling stock may be forced above a fair
level. It appears, therefore, desirable to give some indication of
the maximum price within which tenders should be accepted. For
wagons we consider that the lowest approved c.i.f. foreign tender
received in November, 1925, should serve as a general guide
subject o the additions which we explain later. For special types
of wagons adjustments will be necessary, but the level of prices
‘in 1926 should form the basis of any estimate framed. Under-
frames are not standardized in the same way as wagons and varia-
tions in the specifications of different railways and consequently
in price are comsiderable, while recent tenders from European
manufacturers are comparatively few. We think, however, that
the. c.i.f. quotations for imported underframes received in April,
1926, may be taken as the basis for calculating a maximum price
for Indian manufacturers, and that no real difficulty should be
experienced in determining a fair price for different classes of
underframes on the basis of these quotations. So far as wagon
prices are concerned, allowance must of course be made for the
lump sum reduction of £9,500 on the orders placed with the
Metropolitan Carriage Wagon and Finance Companry and for the
adjustment on account of the fall in the price of steel in the
latter half of 1925-26 for which- we have allowed in paragraph
51 of the previous chapter. But since the c.i.f. prices of imported
underframes on which we recommend that maximum .prices should
be calculated, are for a later period, wiz., April, 1926, no reduc-
tion on account of the fall in rolled steel prices will be necessary.
Sterling prices would be converted at the rate of 1s. 6d. in the
rupee. We draw attention to this point because in Statement VII
on page 31, Volume V of the Steel Report, 1926, sterling has been
converted at the rate of 1s. 6 4 d. a rupee. Both for wagous and
underframes 121 per cent. should be added to the price so obtained
as representing the addition which we consider necessary to secure
on the average a reasonable price while orders for rolling stock
are restricted below the capacity of Indian manufacturers.
Further, our calculation has been based on the assumption that
wharfage, landing, erection charges, and port dues for imported
wagons and underframes, are as shown in statements VII and
VIII on pages 31 and 32 of the volume referred to above. These
charges must also be added and for the purpose of the calculation
should remain unchanged. Unless any unforeseen circumstances
occur which result in an appreciable increase in costs, the price
so obtained should be regarded as indicating appreximately the
maximum price at which orders should be placed in India. - '

Maximum prices.
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70. We have considered whether ovders should be placed by
competitive tender between firms in India or whether prices should
Method of  olaci be fixed by negotiation between Govern-
ordets in Inda. P 2¢°8 ment and the firms concerned. A system of
fixed prices does not conduce to the develop-
ment of the industry, and it is undeniable that competition makes
for improvement in manufacture and for reduction of costs. It
has been admitted by the firms concerned that the measure of
assistance required for the manufacture of underframes is propor-
tionately less than for wagons and since we have based our esti-
mate on the cost of constructing wagons, it would follow that com-
petition is desirable in the interests nf the consumer. Even as
regards wagons it would appear that the orders likely to be placed
are sufficient to keep the works of the Indian Standard Wagon
Company in operation. The plant of this Company is specially
designed for the manufacture of wagons and cannot be adapted
to the economic manufacture of underframes. We realize that it
is of great importance that the Compwny should secure sufficient
orders to continue in operation. But on a consideration of the
costs of this Company, it would appear that it should have no
difficulty in securing such orders as are available and, in any case,
the Company cannot reasonably expect to be entirely immune
‘from the ordinary commercial risks which attend an undertaking
of this nature. Wae, therefore, consider that orders both for wagons
and underframes should be placed by competitive tender among
Indian manufacturers subject to the maximum prices which we
have indicated.
71. As regards the period within which these arrangements
should continue, it is impossible to specify any definite period
during which orders should be placed in
Period within which TIndia only. The future demand of the rail-
::‘i’:‘;:"f‘g::;m’ to re  gways for rolling stock is so uncertain that
) . we are unable to place a time limit on our
recommendations. We accordingly recommend that wuntil the
demand for underframes and wagons approsimates to the equiva-
lent of 5,000 C-2 wagons a year, the special arrangements which
we huve explained in this chapter should remain in force.
72. An impartial study of the present costs of the manufacture
of wagons and underframes in India and of the results which have
Baggested anticipations beenbach]ieVTd inhfhe pa.;t threehyea.ri:, caxll-
gges A not but lead to the vonclusion that the sole
of railway requirements. obstacle to the successful estublishment of
the Whagon industry is the lack of a stable market for its output.
Provided a steady stream of orders for rolling stock is forth-
coming, it shouhfv be possible in the course of a comparatively
short period not only to manufacture in India wagons
and underframes sufficient to meet all the requirements of
the railways, but to produce them at a price which will result
in substantial economy in railway expenditure. We cannot
too strongly emphasize the importance both from the point of view
of the industry and of the future financial advantage of tbe rail-
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ways, of so regulating the demand for rolling stock as to ensure
that orders shall be placed with the wagon companies regularly
and continuously. - 'We think the figures which we have set forth
in Chapter IV regarding the fair selling price of Indian wagons,
may present the problem raised by the restriction of railway de-
mand for rolling stock in a somewhat new light. By encouraging
the industry it should become possible within a comparatively
short period to secure wagons at a price considerably lower than
that of the imported article. It is obviously, therefore, a matter
of considerable national importance to maintain and develop this
industry. Even from the point of view of railway finance, it ma
prove a sound proposition to anticipate as far as possible the future
requirements of railways in the matter of wagons and underframes
so as to enable the Indian industry to secure a sufficient and
steady output. Further, if lower prices can thereby be secured,
it may well prove economical to replace some of the older types
of rolling stock. We recommend that both these aspects of the
case should be carefully considered. It is mot improbable that,
if the present position of uncertainty continues, the demand for
wagons, when it revives, may prove to be in excess of the produc-
tive capacity of Indian manufacturers. If it should then become
necessary to place orders abroad at prices not below or even above
those at which rolling stock could be manufactured in India, a
most unfortunate impression would be created, the effect of which
would not be confined to the Wagon indnstry.



CHAPTER VI.

Miscellaneous.

. 73. We now proceed to consider an application regarding the
import duty on railway material which we have received from the
Application of Bomba Aggnt, Bombay, Baroda and Central India
Baroia and Central Ing, Railway. The Company represents that
Railway Company. whereas a duty of 10 per cent. ad valorem 1s
. levied on imported railway wagons and
their component parts, and 2% per cent. on locomotives and their
component parts, the Railway has to pay an average of 17 per cent.
on all material 1mported for the building of carriages and wagons
and 12 per cent. on material imported for the building of engines,
It is claimed that the Company should be allowed to import all
such material at the rate of 10 per cent. ad valorem if required for
wagon building, and 21 per cent. if required for the construction of
locomotives.

74. It seems to us that as a manufacturer of wagons the Company
cannot claim to be put in a better position than the wagon building
Clai dered companies. We havc_a seen that including
that of s menafsoturer of the duty on raw material in the costs of pro-
wagons. duction, the present revenue duty is more
than sufficient to ensure that in normal cir-
cumstances wagon companies in India receive a fair price for their
products. There appears, therefore, to be no reason why in the
matter of duty, the Bombay, Baroda and Central India Railway
should receive a concession which, under our recommendations,
would not be extended to other manufacturers.

75. Asregards the claim for tariff equality
the figures on a C-2 type wagon which we

have taken as typical are as follows:—
Daty on steel materials :—

Claim for tariff equality
for wagon building.

Structarals 2-7 tons at Rs. 19 a ton . . . Rs. 51'3
Platea 28 , 2 . . . .4 B2
Bars 17 o » 26 . . . - 442
. Gross cost Estimated duty
Castings, vacuum bra- Rs. 591 Rs. 54
.kes, other materials,
and storea. -
Torar . Rs. 2015

Against a total duty on materials of Rs. 201-5, the_duty on an
imported C-2 wagon at 10 per cent. ad valorem on our estimated c.i.f.
price without duty or erection charges, viz., Rs. 2,416, amounts to
Rs. 241.6.  We have no reason to suppose that in regard to meire
gauge or other wagons, the situation would be substantially differ-
ent. We understand that all the castings required for its metre
gauge wagons are made in the Company’s works, while the kind of
wagon manufactured in the Bombay, Baroda and Central India
Railway workshops does not require a vacuum brake. To this ex-
(45 )
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tent the Company would be in a better position than the figures for
our typical wagon would indicate. As a manufacturer, therefore,
the Company is at no disadvantage in the matter of Customs duty
and we are of opinion that no case has been made out for any
concession. :
76. The application in regard to locomotive material stands on
a somewhat different footing. Owing to the purchase by Govern-
R _ ment of the works of the Peninsular Loco-
Application in regard to motive Company, our enquiry into this
material for locomotives.: . .
industry has been dropped. The application
from the Bombtsy, Baroda and Central India Railway Company was
received too late for the Board to cenduct a specific enquiry into the
claim. So far as material for locomotives is concerned, we prefer
therefore to express no opinion at this stage. If the Railway Com-
pany desires to press its claim, it will be for Government to consider
whether the matter should be referred specifically to the Board for
enquiry as a question affecting all railways which manufacture or
repair locomotives.

77. There is one other matter which we find it necessary to consi-
der. Messrs. Burn and Company suggest that the practice of
placing no orders in excess of the capacity of
_ No longer necessary to the works as certified by the Indian Stores
limit the number of orders  1yop,ariment should cease. We consider that
rm. this system of certification was essential
. .under the bounty system, when the policy as
accepted by the Legislative Assembly and embodied in the Steel
Industry (Protection) Act enjoined on the executive the encourage-
ment and development of the Wagon industry. It would clearly not
have been ‘in accordance with this policy if orders were placed in
excess of the capacity of one firm, while another firm received insuffi-
_cient orders to permit of economical preduction. In normal circum-
stances, however, when the wagon companies can expect no further
assistance than is conferred by the revenue duty, it is undesirable to
take any step which may result in raising prices by restricting com-
petition. The Indian Standard Wagon Company brought to our
notice a case in which they tendered for the manufacture of 2,000
wagons at a price which they considered would be reasonable for
that number. They received an order for 1,750 wagons at the price
tendered for 2,000, the ground for the reduction in the order .being
that the Indian Stores Department had certified their capacity of
production at 1,750 wagons. We do not propose to discuss the
merits of this case, but we desire to point out that if orders are
restricted to the certified capacity of a firm, tenders are likely to be
made at a higher figure than would be the case if orders are placed
with the lowest tenderer up to the limit of the tender. No further
measures are needed to ensure punctual delivery beyond penalties -
for late delivery. If these are rigorously enforced, they should be
su{ﬁcient to deter firms from tendering beyond their capacity for
delivery.

Ouryconclusions regarding the Wagon building industry in India

are summarized in paragraph 121.
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CHAPTER VII.

Component parts: Forgings, Steel Castings and Spring
Steel, Bolts and Nuts.

78. Having recorded our conclusions in regard to the protection
required for the manufacture of wagons and underframes, we now
turn to consider the question of component
Component parts. parts. These may be classified under three
heads, viz. :—
(1) Forgings.
(2) Steel Castings and Spring Steel.
(3) Bolts and nuts.

1.—Forgings.

79. In regard to the first, we have received applications from
Messrs. Burn and Company and the Indian Standard Wagon Com-
Claim for Tariff equal. P2RY claiming that the duty be enhanced
ity anT €9ua-  from 10 per cent. to 25 per cent. ad valorem.
‘We have also received a representation on

the same subject from the Angus Engineering Works which in some
respects is different from the other applications. While this Com-
pany supports the application of the wagon-building companies
for an enhancement of the duty on imported wagons, on the suppos-
ition that the duty on forgings and fittings will be enhanced to the
same level, it puts forward as its minimum demand a claim that
the duties paid on its raw material (rolled steel) should be so reduced
or in the alternative that the duty on imported forgings should be
so enhanced, as to leave the Indian manufacturer and his foreign
competitor on an equality in the amount of duty paid. As regards
the request for tanff equality, the position is now different from
that existing when the Angus Engineering Company submitted
their "application. The steel from which forgings are manufac-
tured is in the form of bars of British standard specification on
which a specific duty of Rs. 40 per ton was then in force. Under
the Steel Industry (Protection) Act of 1927, this duty has been
reduced to Rs. 26 a ton. Referring to the schedule submitted by
the Company (page 488, Volume 1V, Steel Report, 1926), it appears
that with a specigc duty of Rs. 40 per ton on British bars, the duty
paid by the Indian manufacturer on the steel required to manu-
facture fittings for 100 wagons amounted to Rs. 643-10-3 while the
duty paid on the same quantity of imported finished articles at 10
er cent. ad ralorem amounted to Rs. 472-6-1. The Indian manu-
acturer was thus at a disadvantage of Rs. 171-4-2 as compared with
the foreign manufacturer. With the present specific duty of
Rs. 26 per ton on British bars, this ground for complaint is remoyed.
The duty on imported raw material for the same quantity of fittings
becomes Is. 418-5-10, while, subject of course to changes 1n prices,

( 49 )
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that on imported finished goods remains the same, viz., Rs. 472-6-1.
On balance, therefore, the Indian manufacturer is left with an ad-
vantage of Rs. 54 in respect of Customs duty over his foreign
competitor and cne obstacle to the production of wagon fittings 1n
India has thus disappeared.

80. In investigating the cost of manufacture of wagon forgings,
we are confronted by difficulties similar to those which we experi-
Claim £ betanti enced in our examination of the cost of
protection. v production of wagons and underframes.
These have been set forth in detail in
Chapter IV of this report, and we need make but a brief reference
to them at this point. None of the firms from whom applications
have been received, is engaged in the manufacture of wagon forg-
ings only. Messrs. Burn and Company and the Indian Standard
‘Wagon Company, undertake their manufacture mainly as a process
subsidiary to the production of wagons and underframes, while
the Angus Engineering Company undertake the manufacture
of spare parts for jute machinery 1n the same works; indeed their
representative admitted in evidence that the production of wagon
forgings was commenced mainly in order to carry part of the over-
head c%arges of the plant, which, on account of the restricted demand
for jute machinery, would otherwise remain idle. It has, therefore,
proved impossible to ascertain the replacement value of the plant
employed in connection with this branch of the engineering industry
or to assess reasonable depreciation or a fair measure of profit. The
allocation of general charges as between the manufacture of
forgings and other products, also presents great difficulty, while
complications arise, as we have already explained, in connection
with the carry over of work in progress from one year to another.
The production of forgings at the present stage is, 1n fact, merely a
process incidental to the manufacture of wagons and not a separate
industry. Even in the Angus Engineering Works, where wagons
are not constructed, the production of forgings is subsidiary to the
manufacture of jute machinery. It appears to us, therefore, im-
possible to enquire into this branch of manufacture as though it
were a separate industry, and any attempt to ascertain the costs of
production or the faic selling price of forgings would in our
opinion be fruitless. . '
81. We have, however, some reason to suppose that the manu-
facture of forgings requires no assistance by way of protection at
present. Messrs. Jessop and Company, who
Protection unnecessary up to present have not manufactured many
g‘;:gi:‘ll;_ manufacture of foroings, have not applied for protection, -
, but the evidence which they have tendered
in this matter (pages 350-352, Volume IV, Steel Report, 1926)
indicates that considered merely as a branch of the Wagon industry,
no separate protection for forgings is needed. Messrs. Burn and
Company have also stated (page 237, Volume IV, Steel Report, 1926)
“that they consider that whatever measure of protection is suitable for
wagons would be approximately suitable for forgings also. It
appéats to us, therefore that at present the manufacture of wagon
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forgings should be regarded merely as a branch of the Wagon
industry and that the same duty should be imposed on imported
forgings as we have proposed in the case of wagons and underframes.
During the next few years, when the demand for broad gauge wagons
will be small, the market for wagon forgings also will be restricted.
We have not been able to obtain sufficient information on which to
base an accurate estimate of a reasonable price for forgings manu-
factured in India. We think it important, however, that orders for
forgings as spare parts should continue to be placed in India as far
ns possible, and that in comparing Indian with foreign prices an
allowance of 2} per cent. above the revenue duty should be made._

I1.—Steel Castings and Spring Steel.

§2. We have received an application from the Hukumchand®
Electric Steel Works claiming that protection should be granted to-
~ the manufacture in India of spring steel and
_Application for protec- stee] castings. The firm is a private one
) i::'_;f""g steel and  ,wped by Sir Sarupchand Hukumchand and
gs. P . . . . .
is the only undertaking in India which at
present manufactures steel castings for sale by the electric process.
Spring steel has not as yet been produced on a commercial basis,
but we have been informed that exhaustive experiments have been
carried out as to the suitability of the steel produced by the Com-
pany for rolling into spring steel bars, that the results have been
found satisfactory and that a rolling mill is being erected and will
be started in the near future.

83. In the report on the grant of protection to the Steel industry

in 1924, the Board set forth in detail the process of manufacture of
Soring Steel steel castings adopted by the Hukumchand
pring - Electric Steel Works and it is unnecessary
therefore to explain it further. The claim for protection for spring
steel, however, is entirely new and a brief indication of its nature
and of the method of production as employed by the Hukumchand
Electriec Steel Works appears desirable. Spring steel, as its name
implies, is steel of a special quality suitable for the making of
springs; it is also used for the manufacture of certain tools with a
special degree of hardness. The chief raw material used in its
manufacture is the same as for steel castings, viz., steel scrap.
Liquid steel of a quality suitable for the manufacture of spring steel
can be made in the same electric furnaces as are used for the produc-
tion of liquid steel for castings, and it is the intention of the Com=
pany to use the existing furnaces—at any rate in part—for this
purpose. The liqluid steel from the furnaces is cast into steel ingots

which are then rolled in the rolling mills into spring bars of various
kinds and sizes.
84. Throughout this report it is necessary to bear in mind the
very close connection existing between the manufacture of steel
- castings and of spring steel by the electrical

. Manofacture of cast- process. We are not here concerned with
i “:’d “pring steel inter- ¢} alternative method of production by the
cpenden ‘“ converter "’ process, which is employed by
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the Bombay, Bareda and Central India Railway at their workshops
at Ajmere and we believe also by the Kumardhubi Engineering
Works. In this process the chief raw material used is pig iron and
not steel serap. Owing to the excess of phosphorus in Indian pig
1rom, it is not suitable for this process and 1mported pig iron must be
used. It is clear that this process promises few natural advantages
for manufacture in India and a claim for protection could not be
substantiated. In the industry as at present organized and employ-
ing the electric process, the costs of producing both steel custings
and spring steel are largely dependent on the cost of producing lignid
steel, and unless the melting furnaces are worked continuously and
to full capacity, it is impossible to keep the cost of liquid steel at
a reasonable level. As we shall show later, it is improbable that the
demand for castings at present will be sufficient to keep more than
one electric furnace fully employed. The Company’s plant at
present comprises two furnaces and their equipment, having a total
capacity of 4,500 tons of castings a year. It would, therefore, be
apparently of great advantage for ils future economical working that
the manufacture of spring steel should also be undertaken. Not
only will considerable economies be thereby effected, particularly in
the charges for electricity, but an appreciable reduction in overhead
charges will also be possible. The demand for steel castings and
spring steel in India, although larger now than when we made our
first enquiry into the Steel industry, is not sufficient for a new firm
to undertake the manufacture of either of these products by itself
on a commercial scale for some time to come. It appears desirable,
therefore, for the purpose of this enquiry to treat the manufacture
of steel castings and of spring steel together as a single industry,
and so far as possible to consider the claim for protection from this
point of view. -

85. In these circumstances, it might not unreasonably be urged
that it is unnecessary to investigate separately the question whether
Capacity for production, ~ t¢ manufacture of spring steel satisfies the

pacty for P " conditions laid down by the Fiscal Commis-
sion for the grant of protection. On all material points, such as
the natural advantages of the industry and in particular the supply
and price of raw material, the case for the grant of protection to
the manufacture of spring steel and steel castings 1s the same.
As we have already explained, the same plant is employed for the
manufaciure of both products up te the liquid steel stage. There-
after the manufacture of spring steel requires a rolling process; but
this is not dissimilar from that employed in the Tata Iron and Steel
Company’s works and there should be no insuperable difficulty in
obtaining or training the skilled labour required for the rolling
mills. So far as the question of national defence is concerned, the
fact that spring steel is manufactured at the Ishapore Government
Factory, indicates that the industry is of some importance from the
military point of view. Further, it appears that inasmuch as
spring steel as well as steel castings manufactured by the electric
process affords a market for steel scrap, it may be regarded in a
sensé as complementary to the rolled steel and engineering indus-



53

tries and in consequence deserving of emcouragement. Save in
regard to the question of the extent of the demand for steel cast-
ings, we found in our first report that the prospects of the industry
were not unfavourable, and in the course of the present enquiry’
we have found no reason to depart from our previous conclusion
that in other respects the industry was suitable for protection.
Both in regard to the manufacture of steel castings and of spring
steel, therefore, we propose to confine our discussion to the single
issue on which no conclusion was possible during our first enquiry,
namely, the extent of the demand for these products in India.

86. The most importaat change in the conditions affecting the
market for steel castings is the rapid development of the Wagon
building industry since 1924. Under the
stimulus of the bounty system adopted by
_ Government, the firms engaged in the
manufacture of wapgons have greatly increased their output and
though the demand for wagons for the next few yvears is uncertain,
the number of wogons und underframes normally required by the
railways will be considerably in excess of that anticipated by the
Board in 1924. If the orders for wagons and underframes which,
it has been announced, will be placed in India for delivery in the
year 1927-28 be taken as typical of the annual requirements of the
railwavs for the next few vears, it may be expected that a total of
over 1,000 tons of castings will be required for their manufacture.
The replies received from the Railway Companies to our question-
naire indicate that their requirements for replacements of axle
boxes and other castings amount to at least 1,000 tons a year. Thus
the total effective demand for steel castings may be stated as
follows : — .

Extent of the market
for steel castings.

Annual demand.

Tons.

Steel castings for wagons and  underframes
manufactured in India . . . . . 1,000
Requirements of railways for replacements . . 1,000
General Engineering . . . . . . 500

—_—

Torar . 2,500

—_—

This estimate assumes that the manufacture of castings required
for wagons in India will not be undertaken by the wagon builders
themselves. The assumption appears reasomable since we were
informed in the oral evidence by the representative of the Indian
Standard Wagon Company that the suggestion that they should
undertake the manufacture of castings had been considered and
rejected. No allowance has been made on account of the probable
replacements of cast iron axle boxes by cast steel or for the introduc-
tion of automatic centre buffer couplers. We think therefore it
would be safe to assume at present an annual demand of at least
2,500 tons of castings. The annual capacity of one of the Steel
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Company’s electric furnaces and equipment is 2,250 tons a year
and our enquiries lead us to think that if the Company is able to
work even one furnace to its full capacity, it will be able to carry
on the manufacture of steel castings with little more assistance than
the revenue duty. It must not, however, be expected that the Elec-
ric Steel Works will be able to secure the whole of this market imme-
diately. From 1922 to 1925 when Continental competition became
exceptionally’ severe, the Company increased its market for steel
<astings by approximately 250 tons a year. If protection were now
:granted, the potential demand for Indian steel castings would be
greatly increased, but time would be required for it to become effect-
ive. Further, increased output to meet the demand could only be
tlfected gradually as trained labour became available. For these
reasons, we consider that some years must elapse before it would be
possible to operate even one melting furnace to its full capacity,
viz., 2,250 tons annually, and so secure an economical scale of
production.

87. In the meantime, the Company proposes to undertake the
manufacture of spring steel, and according to the statement in the
Company’s application for protection, the
required plant is already in process of erec.
tion. The market for this class of steel is considerable and the im-
ports disclose an expanding tendency having increased from 3,50(
tons in 1923-24 to 5,600 tons in 1926-27. The immediate demand fo:
spring steel manufactured in India is not likely to be large. The
market must first be organized, trade connections built up and trade
prejudices overcome. It is impossible to forecast the rapidity with
which the market may develop and the consequent output and cost:
of production of the steel works in the next few years. In the mean:
time, the production of spring steel will assist in securing that af
least one melting furnace works to full capacity and to this extent
will aid in reducing the cost of production of steel castings.

Demand for spring steel.

88. Our general conclusion, therefore, is that the demand fo:
steel castings-is sufficient at present to provide for the continuou
working of at least one electric furnace if al
orders are placed with the Steel Company
and on this output the Company would pro
bably be able to dispense with assistance other than that affordec
by the revenue duty. But the Company cannot hope to secure the
whole of this business immediately and some time will be requirec
both to organize the market and to expand production. In the
meantime the manufacture of spring steel will reduce the work:
- costs of steel astings though it is impossible at present to forecas'
the probable amount of the reduction. Taking a somewhat longe:
view, we believe that with the increased requirements of the railway
companies for rolling stock, the substitution of steel for cast irox
axle boxes, the possible introduction of automatic centre buffer
couplers for railway wagons and the expansion of industry generally.
there should be in time a market for all the steel castings and
spring steel that the Company can produce. We have receivec

General conclusion as
to market.
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evidence that although in point of appearance and finish, the cast-
ings manufactured by the Hukumchand Electric Steel Works have
not been entirely satisfactory, the number rejected as unserviceable
is comparatively small. The number of axle boxes ordered for the
State Railways and finally rejected amounts only to about 3 per
cent. Wae consider, therefore, that a case has been made out for the
grant of protection.

89. We think that on general grounds it may be held that the
protection granted to the rolled steel industry, may reasonably he
No estimate possible of €xtended to spring steel. At the same time,
protection required for as we have explained in the last paragraph,
spring steel. it is impossible to foresee the probabJe out-
put of spring steel in the first years of production and no estimate
of future costs can be drawn up for which reasonable exactitude
could be claimed. Moreover, since the manufacture of spring steel
has not yet been commenced on a commercial basis, information
as to existing costs is not forthcoming; any attempt, therefore, to
determine the amount of protection which the industry needs would
manifestly be doomed to failure. It is true that the Company has
furnished us with a statement of the present cost of manufacture
but on examination it is evident that this is merely a conjectural
estimate. The two largest items in the cost of production are the
cost of liquid steel and rolling charges. The former has been taken
by the Company at the present figure for liquid steel on a produc-
tion of 700 tons of steel castings while the latter have been estimated
at the same figure as that charged for rolling spring steel at the
Govérnment factory at Ishapore. It is obvious that with no
certainty as to the output of spring steel in the early years of pro-
duction, no estimate of the cost of liquid steel would be valid for
our purpose; nor can we accept the works costs at a Government
factory as a reliable indication of the level which should be consi-
dered reasonable for an industry worked on a commercial basis.
There is thus no secure foundation on which definite proposals
could be based, and we have no recommendation to make at present
for the protection of spring steel. We understand, however, that
in the Tariff Schedule spring steel bars are classed with other rolled
steel bars and are liable to a protective tariff of Rs. 26 per ton if of
British and Rs. 37 per ton if of foreign manufacture. Previously
spring steel of all kinds including bars was subject only to a
revenue duty of 10 per cent. ad valorem. Under the present
arrangement, the increase in the duty on spring steel gives the Com-
pany a small fneasure of assistance, which they did not receive at
the time their application was presented and to this extent their
position is improved.

90. The production of steel castings at the works of the Electric
Steel Company during 1925-26 was alpproximabely 700 tons a year.
Basis of estimate of As we have already stated, until that year
future works costs of {here was u steady increase in output of
steel castings. about 250 tons a year, and although during
the year 1926-27 the output fell to about 470 tons, the decrease was
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due to temporary ceuses in particular the depreciation in the French
and Belgian exchange. 'With ihe stimulus of some measure of
protection and comparative stability in the Continental exchanges,
it is not unreasonable to suppose that the demand for castings of
Indian manufacture will be sufficient to ensure on the average an
output of 1,500 tons annually during the next three years. We
base our estimate of future works costs on this assumption.

91. We have obtained from the Company their costs sheets for
the year 1926-27. For the first six months of that year the
demand for steel castings was poor, the out-
turn being only 4,000 cwts. or at the rate of
. ) 400 tons per year. In the previous year
1925-26, the output was 14,122 cwts. or about 700 tons. The effect
of the decrease in output is reflected very clearly in the costs and
a comparison of the cost sheets should afford an indication of the
possibility of economy in the future when an output of 1,500 tons
annually is obtained. The works costs in 1925-26 amounted to
Rs. 23-10-10 per cwt. of finished castings against Rs. 29-5-3 per
cwt. for the first six months of 1926-27. The difference, Rs. 5-10-5,
is accounted for mainly under the following heads—

Heads wunder which
economy is possible,

Electricity.

Labour.

Supervision.

Coal and coke.
Moulding composition.

It is te these items, therefore, that we must look in the main for a
reduction in future costs as compared with those for 1926-27.

92. At our request, the Company has drawn up an estimate of
the economies possible on the works costs of 1926-27 under various
heads and these we now proceed to consider.
‘ As regards electricity, with more continu-
ous heating of the furnaces, the number of units of electricity per
cwt. of liquid steel produced would necessarily fall, while under
the arrangements with the Calcutta Electric Supply Corporation
the rate per unit of electricity would also be less. On an output of
4,500 tons of steel castings the rate per unit of electricity would
amount to 46 of an anna. When it is remembered that in 1926
the rate worked out to about -91 of an anna, it is possible to obtain
some idea of the extent to which economy will be possible under this
head. The Company estimates that with an output of 1,500 tons
of castings per annum, the cost of electricity will be reduced by -2
of an anna per unit, giving a saving of Re. 1 per cwt. on the finished
casting. While this estimate would appear to be reasonable, it is
necessary to point out that the Company has made no allowance for
economy resulting from more continuous heating of the furnace.
We think a saving of ai least Rs. -2 per cwt. may be expected under
this head, giving a total economy of Rs. 1-2 per cwt.

Electricity.
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93. With a production of less than 9,500 cwts. in 1926-27, the
labour force was not fully employed. As explained by the Com-
Labour pany, the. men employed on moulding, who
’ require special skill, could not be employed
on other work, while had the number been reduced, it might have
proved difficult to replace them later. As compared with the
present labour force, it is estimated that a 50 per cent. increase
would be necessary for the production of 1,500 tons of castings
annually. This would give a reduction in costs of approximately
Rs. 5-8-0 per cwt. which appears to be a fair estimate of the probable
economy under this head.

94. On an output of 1,500 tons a year some increase in staff for
supervision is necessary. Allowing, as is claimed, an additional
Rs. 6,000 annually on this account, the ineci-
dence per cwt. would amount to Rs. 1-08
against the 1926-27 incidence of Rs. 2-8
giving a reduction of Rs. 1-72 per cwt.

General works : Super-
vision.

95. With increased output, a reduction in the melting loss of
raw materials will result from more rapid melting and less oxida-
tion of the metallic charge; a saving of
2 annas per cwt. is estimated under this
head. A small saving of one anna per cwt. may also be accepted
under the head °repairs and relining ’ since with continuous
working furnace linings have a longer life.

Minor savings,

96. So far we have dealt with the Company’s estimate of the
economies which may be anticipated if the production of castings
F N is raised to 1,500 tons annually. There are,

urther savings : Fual. h S s

owever, two sources of savinz which have
been overlooked. The incidence of steam coal and coke in 1926-27
was Rs. 1-6 per cwt. These are used for heating the annealing
turnace and 1t is clear that with continuous working, a consider-
able economy in fuel is possible. The difference between the costs
under this head in 1925-26, when the incidence per cwt. was
Rs. 1.3, and those in 1926-27 in spite of a fall in the price of
steam coal, proves conclusively that with an increase in production,
an appreciable saving can be effected. On the whole, we consider
that with an annual output of 1,500 tons, a reduction of Rs. -6 on
the 1926-27 figure is possible.

97. In May 1926, it was stated in evidence (page 448, Volume
1V, Steel Report, 1926) that the charges for moulding composition
Mculding composition could be decreased, as there was considerable

) " waste by the workmen. Although, however,
the price of moulding composition has fallen from Rs. 16 per ton
ir. 1925-26 to Rs. 15 per ton in 1926-27, the incidence per cwt. of
finished castings remains the same, viz., Rs. 2-3. It will of course
take time to ensure sufficient care on the part of the workmen to
recure the saving at which the works manager aims, viz., one third
of tie charge, but in view of the reduction in price we consider
that a decrease of at least Rs. -6 is possible.
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98. We now sum up our conclusions as to works costs. The
works costs of 1926-27, as furnished by the Company, amount to
Rs. 26-92 per cwt. of finished castings. On

8 : X . : J .
ommary : Works costs. 41,5 'the following savings are possible:—

Klectricity . . . . . . . . . . 12
Labour . . . . . . . . . . >
Supervision . . . . . . . co . . 172
Minor savings -2
Coal and coke 6
Moulding composition -6

ToraL 982

The works cost in the future on a production of 1,500 tons of
castings a year is, therefore, estimated at Rs. 17-i0 per cwt. We
have made no allowance on account of a reduction in the cost of
liquid steel consequent on the utilization of the furnaces in con-
nection with the manufacture of spring steel. As we have already
stated, the output of spring steel is extremely uncertain and we
should find it difficult to estimate its effect on the cost of steel
castings. Further, we have not been able to recommend protection
lur spring steel, and in the circumstances we think it not unreason-
able to allow the Company to retain the advantage of any reduction
m costs resulting from a rapid development in the manufacture of
spring steel.
99. Overhead charges fall under three heads: —

Depreciation,
pr(:;gltlfgzd charges. De- 7y teresi on working capital, and
Head Office expenses.

It was admitted in the course of the oral evidence that the present
replacement value of the fixed assets amounted to Rs. 6 lakhs.
This represents a reduction of about 40 per cent. on the total
book value, consequent on the fall in the cost of plant and equip-
ment since the establishment of the works. We consider this
valuation not unreasonable. But the present plant includes two
electric furnaces, whereas for a production of 1,500 tons of castings
one furnace only will be required. In estimating both depreciation
and profit, some allowance must be made on this account and we
consider that a reduction of Rs. 50,000 would not be excessive.
Taking depreciation at the usual rate of 61 ver cent. on fixed
assets of Rs. 5,50,000, the incidence per cwt. falls at Rs. 1-14.

100. Almost all the raw materials required for this industry
can be obtained locally and it is unnecessary therefore for large
. stocks to be held. On the whole, we think

h vg"g"g hc"'f"tgl, and 4ot working capital calculated at six months
eac olfice charges. production of castings at our estimate of
works cost should be sufficient. Working capital would then
amount to Rs. 2,56,500 which, with interest at the rate of 7 per
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cent. per.annum, would give an incidence of Rs. ‘60 per cwt.
Head office expenses have been stated by the Company to be
Rs. 59,148 in 1925-26. This amount may appear excessive, but
the charge includes not only the salaries of the clerical staff,
advertising and other general expenses, but also the manager’s
salary and other items such as rent, rates, and taxes. With the
increase in production to 1,500 tons annually, we think this charge
might stand. On this the incidence per cwt. would amount to

Rs. 1-97.

101. The remaining element in the fair selling price for steel
castings is the manufacturer’s profit. The rate accepted by the
Board in the case of the rolled steel industry
was 8 per cent. and we see no reason to
propose any variation. On a capital of
Rs. 5,560,000 the incidence of profit would thus amount to Rs. 1:47
per cwt. The fair selling price for steel castings may thus be
stated as follows:—

Manufacturer’s profit
and fair selling price.

) L's. per cwt.
Works costs . . . . . . . . . 1710
Depreciation . . . . 1-14
Interest on working capital . . - . . . 60
Head Office expenses . . . . . . . 197
Profit . . . . . . . oo . . 147
TorAL . 22-28

102. Axle boxes are medium castings, neither very heavy nor
very light, and constitute the most numerous single product manu-
factured by the Electric -Steel Works., Of
the 7 cwts. of steel castings required for the
manufacture of a railway wagon, about
3 cwts. represent the weight of the axle boxes. We, therefore, take
this casting as typical of steel castings for railway rolling stock
and propose to base our scheme of protection on the import price
of axle l;:;oxes. Continental castings are imported into India at a
grice much below that of British castings, but so far as we have

een able to ascertain, the quality of both is-the same although
British castings are of superior finish. In fact, the Indian wagon
builders now obtain practically the whole of their requirements of
steel castings from the Continent. The quality of imported steel
castings from all sources being the same, it is clear that the com-
petition will be almost entirely from the Continent and the Indian
industry will not be adequately safeguarded unless the scale of
protection is based on the import prices of Continental castings.
We bave ascertained from the wagon building firms the c.i.f. price
of typical imported Continental axle boxes measuring 10” by 5
early in 1926. If allowance is made for the fact that Messrs. Jessop
and Company’s quotation is for an axle box with lid only, but
including duty and landing charges, while that of Messrs. Burn
and Company is for axle boxes with all fittings except bearings but
without duty or landing charges, the price given by both firms is
practically the same, viz., Rs. 18-78 c.i.f. for an axle box machined,

Price of imported cast-
ings.
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complete with fittings but without brass bearings. To this has to
be added landing charges, Rs. -2 per cwt., giving a total duty free
price of Rs. 18-98 per cwt. But while axle boxes are imported
machined with fittings, those supplied by the Electric Steel Works
are rough castings without fittings. To obtain an import price com-
parable with the cost of manufacture of castings in India, the
cost of machining and of the fittings, which is estimated at Rs. 5,
must be deducted. The comparable price of an imported axle box
weighing 86 lbs. in castings only is, therefore, Rs. 13-98 or Rs. 18:20
per cwt. We have ‘considered to what extent this price requires
adjustment in view of the later prices which we have received.
From the prices received from the Indian Stores Department (letter,
dated 81st May, 1927), it appears that throughout the latter half
of 1926 much lower prices prevailed. But at the commencement
of 1927 prices commenced to rise, and the February c.i.f. quotations
for a broad gauge I. R. C. A. goods wagon axle box 10" by 5" was
Rs. 16-11-7 corresponding to an f.o.b. price of £1-11-0 per cwt.
Since then the price of all castings has somewhat risen and prices
have reached again practically the same level as in the early part
of 1926. Since broad gauge wagons are not now being manufac-
tured in India, we have not been able to obtain quotations from
wagon building firms. But we were informed by the representative
of the Hukumchand Electric Steel Works in April, 1927, that the
price of underframe castings was the same as prevailed in January,
1926. We think, therefore, the price which we have taken, viz.,
Rs. 18:20 per cwt., represents a fair average landed duty free price
for imported steel castings. We have found the fair selling price
for Indian steel castings to be Rs. 22-28, The amount of protec-
tion required is, therefore, Rs. 4-08 per cwt.

103. If this conclusion is accepted, it will appear that in addition
to the existing revenue duty of 10 per cent. ad valorem on imported
castings, further assistance, whether by way
of bounty or duty, to the extent of Rs. 2-26
per cwt. of steel castings will be needed. We do not, however,
recommend that this assistance should be extended to the manufac-
ture of all steel castings. The output of the Company of castings
for general engineering purposes roughly represents about 25 per
cent. of the total production, and the orders received for such cast-
ings, though limited in number, are placed as a rule at a fairly
remunerative price as they are required generally for urgent
replacements. Further, there are serious administrative difficulties
in the way of assessing either a duty or a bounty on steel castings
manufactured for general engineering purposes. These are fre-
quently imported as parts of machinery and the task of distinguish-
ing and appraising such castings would throw a heavy task on the
Customs Department. We, therefore, think it advisable to assess the
protection required by the industry on the steel castings supplied
as component parts of rolling stock. In view of this restriction
and of the fact that on locomotive castings the duty is lower, we
would raise the measure of protection required in excess of the
revenue duty from Rs. 2-26 to Rs. 2-50 per ewt. - -

Extent of protection.
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1C4. It is now necessary to determine the form which the protec-
tion, which we have recommended, should take. In our report on
rolled steel, we referred to the disadvantage
of a system of bounties where the prices of
imported articles are liable to frequent changes. Recently, how-
ever, the French and Belgian exchanges have become comparatively
stable and one cause of the violent fluctuations in the price of steel
castings in the past has thereby been removed. Though we do not
ignore the possibility of further variations in the price of imported
steel castings, we believe that even should such variations occur,
the industry is not likely to be so seriously affected as to render
immediate action by way of off-setting duties necessary. There
are, moreover, special circumstances which render a system of pro-
tective duties inappropriate to this particular industry. We have
recommended that the 10 per cent. ad valorem revenue duty on
wagons and underframes should not be increased and it is obviously
convenient administratively that the duty on the component parts
of such rolling stock should be fixed at the same level.

105. We have received evidence that it will be possible for the
Customs Department to distinguish between castings imported- as
replacements or spare parts for rolling stock
and similar castings imported as component
) parts of a complete wagon. But consider-
able additional work would thereby be involved and the Collector
of Customs, Calcutta, has informed us that additional staff would
be required. The cost of such staff at the various ports in India
would probably amount to Rs. 35,000 annually. Under our pro-
posals, the total assistance to the Electric Steel Company would not
on the average exceed Rs. 60,000 a year and the additional expendi-
ture involved by the imposition of duties is thus out of all propor-
tion to the benefit conferred. Further, the grant of a bounty in this
case is not open to objection on financial grounds as imposing an
excessive or indeterminate charge on public funds. We propose
that the period of protection should be comparatively short, while
the charge on Government revenues will be small. As we have
already stated, the Indian Stores Department in the ordinary course
of its duties inspects all steel castings supplied for the rolling
stock of State Raillways and the Department should experience no
difficulty in arranging for the verification of sales for Compan
managed railways also. On a consideration of every aspect of the
case, we are satisfied that the most economical and convenient
method of assisting the manufacture of steel castings is by the
grant of a bounty and we accordingly recommend that protection
should be extended in this form.

106. We have already indicated our view that the period of
protection should be comparaiivgly short. If the Company works
Period of protection.  One€ electric furnace to full capacity, 2,250
tons of castings can be produced annually.

On this output the incidence of overhead and profit charges would
be decreased by at least Rs. 1-53 per cwt. allowing for increase in
working capital. We have found that on an output of 1,500 tons

Form of protection.

Protection to be given
by bounty.



62

or castings, protection of Rs. 408 per cwt. is required. Allowing
for the revenue duty of 10 per cent. which amounts to Rs. 1-82
per cwt., in order to enable the industry to compete on equal terms
with imported castings on the basis of the revenue duty only, it will
be necessary to reduce works costs by under Rs. 1 per cwt. We
think it not improbable that this reduction can be effected in three
years, particularly in view of the fact that the cost of liquid steel,
according to the Company’s statement, will by that time be lessened
o account of the manufacture of spring steel. This is a possibility
which we do not feel justified in ignoring. Another point to which
attention must be drawn is the inadequate sales organization of the
Company. Prices appear to be fixed not on a competitive basis
so much as on a consideration of the present cost of production on
a very limited output. It is of the greatest importance for the
future of the Company that close touch should be established with
the Continental market for steel castings and the prices at which
import into India is possible should be accurately ascertained. Oun
the basis of this information, it will be possible to determine what
programme of manufacture must be undertaken, if competition is
to ‘be met effectively. The industry at present works .in a cjrcle;
prices are fixed on the basis of present costs and costs cannot be
reduced because prices are too high to secure orders sufficient to
ensure an economic output. We believe that our proposals will en-
able the industry to escape from this vicious circle, and that with
reasonable efficiency and a progressive policy in the sales department,
it should be possible to establish the industry on a firm basis within
three years.

~ 107. We have estimated the measure of the protection required
by the industry on the assumption that an average output of
1,500 tons of castings will be attained during
the next three years. Of this amount, about
1,200 tons will probably be in the form of castings for railway
rolling stock and on our proposals the assistance to the industry
will be limited to a bounty of Rs. 2-8-0 per cwt. on these. The
average annual bounty during the three years would thus be
Rs. 60,000. We do not, however, recommend that the annual
payment should be restricted to this amount. It is not improbable
that by a rapid increase in output, rendered pessible by utilization
of the bounty to the full extent and by an adequate sales organisa-
tion in the first two years, protection may be rendered unnecessary
sooner than we have anticipated. "We, therefore, recommend that
an all steel castings manufactured by the Hukumchand Electrie
Steel Works for railway wagons, underframes and locomotives
during the period October 1st, 1927, to September 30th, 1930, a
bounty of Rs. 2-8-0 per cwt. be paid to the Company, subject to a
maximum of Rs. 1,80,000 for the whole period. "

Recommendation.

I1I.—Bolts and Nuts.

108. We have received applications for protection for the manu-
facture of bolts and nuts from three firms, viz., Messrs. Henry
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Williams (India) Limited, the Baroda Bolt Manufacturing Company
Applications received and Messrs. Kirloskar Brothers, Limited,
PP *  Kirloskarwadi. The fitst of these firms
bas not yet commenced manufacture, but points out that whereas
Rs. 40* duty per ton is charged on steel bars from which bolts and
nuts are manufactured, the duty on imported bolts and nuts is only
10 per cent. ad valorem. The Company announces its intention of
erecting a factory for the manufacture of bolis and nuts, if this
anomaly in the tariff is removed. As regards the other two firms,
it is not very clear whether they apply for substantive protection.
The Baroda Bolt Manufacturing Company did not give evidence
before us, but from the oral evidence given on behalf of Messrs. Kir-
loskar Brothers it appears that the minimum demand of the firm is
that the handicap under which they suffer by reason of the duty on
their raw material being so much higher than the finished article,
should be removed.
109. Bolts and nuts being produced very largely in standard
sizes are obviously articles suitable for mass production and we
should not be justified in basing any scheme
Present output  too of protection on the costs of production of a
:f’;:u for grant of protec  ¢50t0ry the output of which is not compar-
o able to that of factories in other countries.
The manufacturing capacity of the two firms, who are now engaged
in the industry, is very small. Messrs. Kirloskar Brothers have a
plant capable of producing about 300 tons of bolts annually, and
tueir maximum output up to the present is only 87 tons. The
Baroda Bolt Manufacturing Company have not given their capa-
city in weight, but from the fact that their daily output is
stated to be from 4,000 to 6,000 bolts a day, it is clear that their
production is small. Messrs. Kirloskar Brothers utilize a portion
of their output in connection with the manufacture of ploughs.
We have received evidence from other engineering firms that they
find it worth their while to manufacture bolts for use in their
own works and there must always be a limited market for bolts of
special sizes for which accommodation prices are paid. To this
extent the manufacture of bolts and nuts can be undertaken without
the grant of substantive protection.
110. We think it would be unreasonable to expect the country
to incur any considerable burden on behalf of an industry organized
Case for granting tariff at present on so small a scale, while, as we
equality. have explained, present costs are no guide to
the amount of protection required if large scale production wero
undertaken. On the other hand, there appears to us to be a good
case for the removal of the inequality of tariff treatment as between
the Indian manufacturer and his foreign competitors which exists
under the present tariff schedule. There is a prospect also that
with the removal of this obstacle to development, the Indian manu-
facturer may increase his output to such an extent that, if protec-
tion were then required, the Board would have before it reliable
information as to costs.

* The apglication was made before the Steel Industry (Protection) Act, 1927,
came into force. ’
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111. In estimating the amount of relief required, we cannot
proceed on the basis of actual invoice prices for imported bolts

Trade figures. and nuts as these include a great variety of

. . si.zes. It is safer, therefore, to take the
average c.i.f. price as given in the Trade Returns which we set out
below : — : .

" 1926 —27.
Kﬁ;ﬁ:ﬁ:. Germany. Belgium,
Tons. Tons. Tons.
Quantity imported . . . . 2478 2766 4621
Rs. Rs. Rs.
Average cif. price 402 306 201

Imports from the United Kingdom represent mainly bolts and
nuts of special quality which are not mapufactured in India, while
imports irom Germany and Belgium are of practically the same
quality and represent the commoner kinds.

112. The position as regards tariff equality can best be ex-

Duty proposed. plained in tabular form:—
Duty on bar
—_ Cilt. Duty at per ton of Proposed
per ton. 10 per cent. | bolts and |specific duty.
: : nuts.
Rs. Rs. Rs. Rs.
Ux_xited Kingdom . . 402 402 - 236 40
Germany 806 206 407 40
Belgium 201 20:1 407 40

In calculating the duty on bar for the manufacture of bolts and nuts,
we have allowed for a wastage of 10 per cent. of bar, in the process
of manufacture which the evidence indicates to be approximately
correct as regards bolts. It would appear, therefore, that a specific
duty of Rs. 40 per ton or Rs. 2 per cwt. will place the Indian
manufacturer on an equality with the foreign producer. This re-
presents a wmaximum increase of Rs. 1 per cwt. over the present
revenue duty and would not seriously affect other industries using
bolts and nuts. In support of this contention, we set forth the
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weight of bolts and nuts in three branches of the engineering
industry : —

Increased
_ Lbs. cost.
Annas.
Amount of bolts and nuts in a C-2 wagon . . . 30 42
Bridgework per ton . - . . . . 6 9
Ploagh econtaining 100 lbs. of steel . . . . 2 3

113. We have received evidence from the Collector of Customs,
Calcutta, that bolts and nuts imported as spare parts of railway
rolling stock and of machinery, not being
of special shape or quality as required under
Article 63-A and Article 51-A, will be liable to duty under Article 61
of the Statutory Tariff Schedule. We, therefore, confine our pro-
posal to bolts and nuts falling under Article 61, on which we
recommend that a specific duty of Rs. 2 a cwt. be levied in place
of an ad valorem duty of 10 per cent. Our attention has been drawn
to a recent interpretation of Article 61 by the Central Board of
Revenue (Customs Ruling No. 7 of 1927) with reference to the
classification of certain special classes of bolts. We do not consider
that our recommendation is affected by this ruling.

Recommendation.
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Part I11.—Wire and Wire Nails.



CHAPTER VIII.

Wire and Wire Nails.

114, When the application of the Indian Steel Wire Products,
Limited, was first considered in the course of our enquiry in 1924,
the claim for protection was based on the
contention that the industry was subsidiary
to the main Steel industry in India. The
Board, in its report, found that the industry satisfied the conditions
laid down'in paragraph 97 of the Fiscal Commission’s report, but
the primary condition, viz., the existence of a sufficient supply of
raw material, depended directly on the production of wire rod in
India. The Company stated that it had entered into contracts with
the Tata Iron and Steel Company under which the latter Company
had undertaken to supply it with all the wire rod required for the
manufacture of wire and nails. On the assumption that this state-
ment was correct, it appeared that an abundant supply of raw mate-
rial for the industry was available in India. Further, as in the case
of the engineering industry, it was clear that the production of wire
in India afforded a market for the sale of raw steel and thus tended
to encourage the rolled steel industry. On this aspect of the case
the guestion of protection for the two industries was closely con-
nected, and the grant of protection to rolled steel necessarily implied
that adequate assistance should be extended also to the manufacture
of wire and wire nails in India. It was on this view of the question
that we recommended in our first report that a duty of Rs. 60 per
ton should be imposed on wire and wire nails imported into India.
Barbed wire and stranded fencing wire not being manufactured in
India were excluded from our proposals. These recommendations
were accepted by Government and were embodied in the Steel Indus-
try (Protection) Act, 1924.

115. Our second enquiry regarding the grant of protection to the
Wire and Wire Nail industry was held in the latter half of 1925 and
the report was submitted in 1926. In the
course of this enquiry, it became apparent
that the Company’s statement regarding the supply of wire rod by
Messrs. Tata Iron and Steel Company, on which the claim to protec-
tion largely rested, had proved incorrect. Not only had the Tata
Iron and Steel Company geen unable to supply the Steel Wire Com-
pany with wire rod of their own manufacture, but it also appeared
that there was no definite undertaking by the Steel Company to
supply wire rod by any particular date. In these circumstances, the
Board considered that the whole question of protection for the indus-
try was re-opened and that if protection was required after the 31st
March, 1927, it should be considered on the basis that the industry
was a separate one using imported material. Since, however, the
enquiry was limited to the question of supplementary protection, the
general question of the suitability of the industry for protection fell

( 69 ) ’

Basis of claim for Pro-
tection in 1924.

Second enquiry results.
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beyond the-scope of the Board’s investigations. At the same time,
it was held that until this question was decided, it was not desirable
that Government should incur further commitments and no recom-
mendation for supplementary protection was made. It was, how-
ever, proposed that the protective duties on wire rod, which had not
as yet been manufactured by the Steel Company, should be with-
drawn. .This proposal was accepted by Government and in place of
a protective duty of Rs. 40 per ton, the 10 per cent. ad walorem
revenue duty was re-imposed on wire rod.

116. Although in the course of their oral evidence in 1925, the
Tata Iron and Steel Company definitely stated that by August, 1926,
Steel “the Company would be in a position to supply
fasteel Tods not Wanu- 950 tons monthly of L inch wire rod to the
y the Tata Iron . P 4 . .
and Steel Company. Stee!l Wire Products Company, it appearec
in the course of our present enquiry that nc
rod had as yet been delivered. It is not now intended to manufac.
ture wire rod at the Steel Company’s works until the new hoop an¢
strip mill has been constructed. The latest estimate* of the time
withiu which this mill will be in operation is approximately thres
years, and it becomes necessary to consider whether during thi:
period it is desirable to continue protection to the industry on thi
basis of the manufacture of wire from imported material.

117. 'We may state at. once that, in our opinion, unless the Yoc
from which the wire is drawn is manufactured in India, no case cax
' be established for the protection of the indus
try. For it then obviously fails to satisf;
the first condition laid down in the Fisca
Commission’s report. The fact that the industry depends for it
main raw material on imported rod must always place it at a seriou
disadvantage. From the point of view of national defence also i
wire is to be manufactured from imported wire rod, the establish
ment of the industry can be of little importance. Large quantitie
‘of wire of all kinds are required in modern warfare, but with th
supply of the main raw material of the industry, namely wire rod
liable to interruption, the national importance of the industry i
seriously diminished. We have, therefore, no hesitation in stat
ing our opinion that the manufacture of wire and wire nails fron
material imported from abroad is not a fit industry for the grant o
protection.

118. Our conclusion in the last paragraph might have require:
some modification had the circumstances of the industry at the tim
, of our last enquiry remained unchanged
hﬁ‘:cgg’é‘g&“cﬁpoﬁ“’nged. Partly as a result of the protection granted ¢
) . ) the industry, a debenture loan had bee:
advanced to the Steel Wire Products Company and it would hav
been necessary to consider the effect which the discontinuance of pro
tection might have had on the confidence of investors in the main
“tenance of the policy of protection. The situation is now, however
different. The chief debenture-holders, namely the Bihar an

Suitability of the in-
dustry for protection.

* Mr. Alexander’s evidence of 28th April, 1927.
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Orissa Government and the Tata Iron and Steel Company, have
given hotice of foreclosure under the trust deed and we understand
that inasmuch as the Wire Company had defaulted in payment of
interest on the debenture loan, the trustees have no option but to
order foreclosure at the expiry of six months from the date of notice.
The future of the concern is entirely uncertain and no decision has
as yet been arrived at by the parties interested. It may be that a
new company will be formed to continue, under the management of
the Tata [ron and Steel Company, the manufacture of wire from
importe1 rod; on the other hand, manufacture may be discontinued
until the Tata Iron and Steel Company are in a position to produce
wire rod. The only company in India which manufactures wire in
India at present is the Indian Steel Wire Products, Limited, and
though Messrs. Ganguli and Company of Calcutta have notified us
of their intention to establish a wire and wire nail factory, working
on imported material, provided protection is continued, no expends-
ture on this scheme has yet been incurred. It appears to us, there-
fore, that the liquidation of the existing Company relieves Govern-
ment of any obligation to continue protection to the industry and we
do not consider that it would be right to impose any further burden
on the consumer, while the rod from which wire is manufactured is
not produced in India.

112, We have received an application from the Pioneer Wire
Nail Manufacturing Company renewing their previous request for a
higher protective duty on wire nails than on
'if'?’mi'l':”;‘:f:"'::;‘“‘(’: wire. The Company produces wire nails
indurtry. from imported wire and the considerations
which we have set forth above in connection
with the manufacture of wire from imported rod, apply also with
equal force to this industry. The Company’s proposal that the
manufacture of nails from imported wire as a separate industry
should be granted protection was fully considered by us in the course
of our last enquiry and as late as April, 1926, we reported that no
case had been made out for protection and that we had no recom-
mendation to make in this respect. 'We have found no grounds for
reconsidering the opinion ihen expressed, which has been accepted
by the Government of India in their resolution No. 362-T (3), dated
the 17th July, 1926.

120. We, therefore, recommend that the protective duty on wire
and wire nails be discontinued. We think, however, that when the
manufacture of wire rod on a commercial
Recommendation. scale is established in India, the question

: may be reconsidered.
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CHAPTER IX.

Summary of Conclusions and Recominendations.

121. Our conclusions and recommendations with regard to the
industries dealt with in Parts I, IT and IIT of this report are sum-

Conelusions and Recom- marized below : —
mendations.

I.—Railway Wagons and Underframes.

(1) We find that under the stimulus of the bounty scheme which
has been in force during the last three years, the Wagon industry
(in which term we include also the construction of underframes) has
made great progress and is now able to meet a large proportion of the
normj“deman for wagons and underframes in India.

(2) As a consequence partly of the reduction in the cost of mate-
rial but largely of the decrease in costs resulting from large orders
for a few standard types of wagons, the wagon manufacturers have
now reached a stage when they could normally withstand foreign
competition with no assistance other than the existing revenue duty.

(3) We, therefore, recommend that the system of bounties should
be abandoned and that no increase be made in the existing duty on
wagons and underframes.

(4) Owing to improvements in railway administration, it has
proved possible to reduce the requirements of the railways in respect
of new broad gauge wagons and it will probably be unnecessary to

lace orders for this class of wagon for three years and possibly
onger.

(3) Orders for considerable numbers of wagons have been placed
abroad in recent years. In regard to such orders placed before
1925-26, the Indian Wagon industry has apparently no ground for
complaint. But in view of the rapid growth of the industry in 1925
and the possibility of a large reduction in the demand for broad

auge wagons as indicated by the figures of surplus wagons in July,
925, we consider that, in the interests of the Wagon industry in
India, the orders for about 1,450 broad gauge wagons which were
placed abroad in December, 1925, might well have been withheld
and placed later with Indian firms.

(6) It does not seem, however, that the present situation could
have been entirely averted even if no orders had been placed abroad
in 1925, though the position would have been consideraﬁly improved.

(7) Special measures have been taken temporarily to meet the
Eresent situation. The Peninsular Locomotive Company’s works
ate been acquired and sufficient orders for miscellaneous wagons
and underframes have been placed for 1927-28 with the remaining
firms to keep their works in operation.

(75 )
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(8) The restriction .in the demand for broad gauge wagons will
continue for some yeéars and until normal conditions return, the
wagon companies will be in a difficult position. We consider that
during this period, steps should be taken to assist the industry.

(9) We recommend that until the demand for wagons and under-
frames in India reaches a total of 5,000 annually in terms of C-2
wagons, all orders should be placed in India by competitive tender
from Indian manufacturers. '

(10) The absence of foreign competition and the fact that there
are now only three firms manufacturing wagons in India of which
two are under the same management make it desirable to fix maxi-
mum prices within which tenders will be accepted.

(11) We recommend that subject to minor adjustments, such
maximum prices be fixed at the level of the lowest approved c.i.f.
price as shewn in the tenders for wagons in November, 1925, and
for underframes in April, 1926. To these prices an addition of 121
per cent. must be made and the appropriate charges for landing,
wharfage, etc. and erection as shewn in Statements VII and VIII
on pages 31 and 32 of Volume V of the Steel Report, 1926, must
also be added.

(12) In view of the costs of wagon manufacture as shewn in this
report, it is desirable that the question of the extent to which it is
advisable to anticipate future requirements for wagons and under-
frames or to replace old rolling stock should be reconsidered.

. (13) We are unable to support the claim of the Bombay, Baroda
and Central India Railway that they should be permitted to import
material for building wagons at a 10 per cent. af valorem duty. As
regards the application of the same railway that material for the
construction of locomotives should be imported at a 2} per cent.
ad valorem duty, we are not in a position to make any recommenda-
tion.

(14) We consider that when the normal demand for rolling stock
revives, the system of restricting orders to the capacity of the firm
tendering, as certified by the Indian Stores Department, should
cease, but that adequate penalties should be provided and enforced
for late delivery.

I1.—Component Parts: Forgings, Steel Castings and Spring Steel, -
Bolts and Nuts.

(¢) ForGiNGs.

(15) We consider that the manufacture of forgings should be
regarded at present as merely a process incidental to the construction
of wagons and not as a separate industry. It follows that when the
demand for wagons is normal, the same duty should be imposed on
imported forgings as on wagons and underframes.

(16) We think it important, however, during the next few years
when the demand for broad gauge wagons will be small, and conse-
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quently the market for wagon forgings festricted, that orders for
forgings as spare parts should continue to be placed in India as far
as possible, and that in comparing Indian with foreign prices an
allowance of 2} per cent. above the revenue dyty should be made.

(i) SteEr CasTINGS AND SPRING STEEL.

(17) In our first enquiry we were unable to determine the extent
of the market for steel castings and accordingly made no recom-
mendation for protection in respect of this industry. We now find
that the annual demand for steel castings is sufficient to permit of
an economic output. We consider, therefore, that a good case has
been made out for protection.

(18) In our opinion the best and most economical method of
extending help to the industry is by means of a bounty.

(19) We accordingly recommend that on all steel castings manu-
factured by the Hukumchand Electric Steel Works for railway
wagons, underframes and locomotives during the period October 1st,
1927, to September 30th, 1930, a bounty of Rs. 2-8-0 per cwt. be
paid to the Company, subject to a maximum of Rs. 1,80,000 for the
whole period.

(20) We recommend that subject to this maximum no restriction
be placed upon the amount to be paid in any one year.

(23 ‘We have not proposed any bounty on the manufacture of
general engineering castings partly for administrative reasons but
mainly because the evidence indicates that a somewhat higher level
of prices is as a rule obtainable for these.

(22) Spring steel is as yet not manufactured on a commercial
basis and we have not been able to obtain information as to the cost
of production sufficiently reliable to justify an estimate of the pro-
tection necessary. We have therefore no recommendation to make
in respect of spring steel.

(#%{) Bovrs axp Nurts.

23) Bolts and nuts are at present produced in comparatively
small quantities and we consider that present costs are no guide to
the amount of protection required if Qarge scale production were
undertaken.

(24) There appears to us however to be good ground for the re-
moval of the inequality of tariff treatment as between the Indian
manufacturer and his foreign competitors which exists under the

present Tariff Schedule.

(25) We, therefore, recommend that on all bolts and nuts falling
under Article 61 of the Statutory Tariff Schedule a specific duty of
Rs. 2 per cwt. be levied in place of an ad valorem duty of 10 per
cent,

E
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1T, ==Wire and Wire Nails.

(%6) 1t appears that the main raw material for the manufacture
of wire and wire nails, namely wire rod, will not"be produced in
India for at least three years, and consequently the industry fails to
qualify for protection.

(27) Further, the only company which at présent manufactures
wire in India is the Indian Steel Wire Products, Limited, and the
debenture holders have applied to the Trustees that the Company
should be put into liquidation.

(28) We, therefore, recommend that the protective duty on wire
and wire nails be discontinued.

(29) We consider, however, that when the manufacture of wire
rod on a commercial scale is established in India, the question may
be reconsidered.

A. E. MATHIAS—President.
J. MATTHAI—Member.

C. B. B. CLEE—Secretary.
27th'..f1me, 1927.
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L—The Indian Standard Wagon Company, Limited.
(1) Letter, dated 29th April 1927.

With reference to the further evidence on the above which we have been
asked to submit, we write to inform you that we desire to withdraw our
request for an ad valorem duty of 27} per cent. on wagons and wagon parts:

The bounty scheme devised by the Board has been successful in keeping
our shops continuously employed for two years except for one short period
of slackness; and the result has been not -only a reduction in incidence of
overhead charges which was foreseen, but also an increased efficiency of
labour to a degree quite unforeseen. Although our cost accounts for the
last contract are not yet complete, the financial accounts for the year ending
the 31st March 1927 clearly show that if we had the opportunity of obtaining
an order for delivery in one year of 2,500 broad gauge wagons of one or two
types we could face world competition with little if any assistance beyond
the existing revenue duty of 10 per cent. ad valorem. This rate of duty
appears to us to give less than that measure of compensatory protection
which all industries can in justice expect.

The unfortunate fact remains that so far from obtaining an order for a
Jarge number of standard broad gauge vehicles, we are likely for an indefinite
period to have difficulty in obtaining enquiries for anything but metre gauge
wagons and & few broad gauge bogie vehicles; and we submit that when
one puts on one side the whole question of mass production, as we must
during this period, a wagon or underframe is hardly to be differentiated
from other forms of structural steelwork. It is true that the question of
forgmgs arises, but in many cases, e.g., a curved stanchion or a curb rail,
it is hard to say whether a wagon part is fabricated steel or a forging.

The Board has after mature consideration decided that certain import
duties should be imposed on fabricated steelwork, and we suggest that the
same duties may well be imposed on all parts of rolling stock other than
castings, vacuum brake cylinders and pipes, until such time as the Railway
Board are in a position to call for tenders for 4,000 broad gauge standard
wagons annually for two or three years. During the first year when tenders
for this number of wagons are called, we suggets that the duty remain at
17 per cent. ad valorem; that during the next year it be decreased to 15 per
cent. ad valorem; and "that from then onwards it remain at the rate of
12} per cent., representing countervailing duty only. TIn any year when the
Railway Board is unable to call for tenders for this number of broad gauge
wagons, we suggest that the duty revert at once to 17 per cent.

We think, however, that while the Railway Board’s requirements are
less than the number of wagons mentioned it would be omly fair that if
foreign makers offer rolling stock at lower prices than Indian manufacturers
the latter should be offered work at the import price in rotation starting
with the lowest Indian tenderer and proceeding to the others in the order
of their tendered prices, after allotting to each in turn the amount of work
which he is willing to undertake. These arrangements will be workable
only if the Board lays down clearly the lines on which a comparison is to
be made between imported and Indian rollmg stock prices. Our whole
case is based on certain methods of comparison already known to the Board,
and deviation from these would nndermine the entire position.

We suggest also that the practice of certifying certain works for certain
outputs cease, as there is a penalty for late delivery, and this ought to be an
effective deterrent to firms making offers of deliveries which they are unable
to achieve.

If the quantity of work available in the near future is suffciently small,
it would seem that even if the suggested import duty were imposed, w:thout
& bounty in sddition we should be unable to keep our works open without
loss, 1t is, however, premature to discuss this without some idea of the
amount of work to be offered.

r2
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A}

A further point to which we would refer is the inherent weakness of this
mdustlv in that it has but one large customer—the Railway Board. Being
of opinion that we can on full output face all foreign competition for rolling
stock orders in this country, we naturally feel that the time is not far
off when we can hope to e\pmt rolling stock if not put at a disadvantage as
compared with European manufacturers by, import duties on our raw
materials. We theérefore submit that provision may be made for a rebate
on any exported wagon material whatsoever, of a sum equal to the import
duty paid or payable on the like material it imported into India.

B

(2) Letter, duted 29th April 1927.

As requested we enclose a list of orders for rolling stock received by us
within the last 5 weeks. With regard to the other points on which we were
asked to supply information, we write to inform you that we do not consider
.1t possible to operate our plant without loss on a turnover of less than Rs. 40
lakhs per annum at the level of prices maintaining November 1925. We
estimate that an expenditure of Rs. 70,000 on block will be necessitated by
the manufacture of metre gauge wagons. In addition it would have been
necessary to spend a further Rs. 60,000 in special drilling machines. had
Burn & Co., Ld., not been willing to contract for work which necessitates
these machines. We estimate the cost of new jigs and dies for this year’s
contract at approximately Rs. 55,000 but it is extremely difficult to assess
this figure accurately.

THE INDIAN STANDARD WAGON COMPANY, LIMITED.

1927-28.
List of wagon orders received.
Ras.
400 MA-2 at Rs. 2,453 . . 9,81,200
8. L Ry. { 196 MC-2 at Rs. 2,354 . . 461384
230 MA-2 at Rs. 2,663 . . 6,12,490
M. &8. M. Ry. -} 950 MC1 at Rs. 2478 . . 545160
B. & N. W. Ry. . 150 MC-3 at Rs. 2,137 . e 3,20,550
R. & K. Ry. . . 22 MC-3 at Rs. 2,137 . 47,014
‘E. B. Ry. . . 50B.G.T. Trucks at Rs. 8391 . 4,19,550
' Toran . 33,87,348
BURN & CO., LIMITED.
1927-28,
UnpErFRAME ORDERS.
EAST INDIAN RAILWAY. Re
113 4-wheeled underframes . . . . . 294,254

79 Bogie underframes . . . . . . 7,50,480
113 Bogie rail trucks . . . . . . 9,562,138
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NORTH WESTERN RAILWAY.
205 Bogie underframes . . . . . 19,28,230

39,25,102

(3) Letter dated 2nd May 1927.

We bave pleasure in furnishing hereunder answers to the questions raised
in your letter No. 380, dated 27th April 1927.

(1) Steel used in one C-2 type wagon.

. Cwts. 1b. o0z.
Structural (Angles and Channels) . . . 54 05
Plates . . . . . . . e 52 218
Bars of all sections . . . . . . 34 125
Black Sheets . . . . . .
Galvanised sheets . . . .
141 020

The above includes 5 per cent. wastage.

(2) The only fitting for a C-2 wagons which cannot be made in India is
vacuum brakework, and the price is about Rs. 240 per set delivered our
Worka, :

Messrs. Burn and Company, Limited.
A . —WRITTEN,

(1) Letter, dated the 2nd June 1927.

On behalf of the Indian Standard Wagon Company, Limited, and Burn
and Company, Limited, we have pleasure in forwarding herewith answers to
the questions raised at our oral examination.

Q. 1. Were the castings in the 425 wagons British or Belgian? If the
latter, give prices for the same castings ordered for 1,750 wagons. ’

A. 1. The Steel Castings for the 425 wagons contract were partly British

and partly Belgian. The prices of the castings for the 1,750 wagon order
were as follows ; —-

‘Rs. a. ».
Axle-boxes . . . . . . . . 84 15 5 set.
Buffer Cases and Plungers . . . . . 57 1.2 ,
Bolebar Stiffening Bracket . . . . 1015 4 ,,
Brass Bearings . . . . . . . 88 0 0 ,,

ToraL . 2401511 ,,
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Q. 2. Item. Repairs and Maintenance.

(a) Is the repair and maintenance cost included in the 1925-26 figures
to be considered as abnormal?

(by Assuming figures given for 1925-26 to represent the overhead charges
for 1,800 wagons (repairs and maintenance adjusted as above)
what would bé the overhead charges per wagon for outputs of
2,000 and 2,500 wagons reshectively?

A. 2. (a) Repair and maintenance cost included in 1925-26 cannot bs
regarded as abnormal,

(b) For 2,000 wagons, Rs. 642 per wagon.
For 2, 500 wagons, Rs. 563 per wagon.. o

8. How could the latest I. 8. W. orders for metre gauge wagons and
timber trucks be converted into terms of C-2 type wagons?
Q. 4. How could Burn & Co., Ld.’s orders for 1926-27 be converted inte
terms of C-2 type wagons,
A. 8 and 4. We give below a statement showing roughly the amount of
work in the various vehicles recently ordered, the work of makmg a 02
wagon being represented by the figure 100.

.

*MA-2 . . . . . . . . . . 73
*MC-2 . . . . . . . . . . 70
MA-2 _ . . . . . . . . . . .19
MC-1 . . . . . . . . . . 74
*MC-3 . . . . . . . . 64
B. G. T. Trucks . . . . . . . . 259
4-Wheeled Underframe . . . e e . . 80
Bogie Underframes . . . . . .. 204
Bogie Rail Trucks . . . . . . . . 260

Q. 5. What is the usual penalty‘clause for late delivery of wagons.

A. 5. In the event of any wagons remaining undelivered on the 15th
March 1927, clause 7 of the Indian State Railways general conditions of con-
tract governing the construction, supply and delivery of Goods Wagons, etc.,
stated as follows shall be applied :—

‘“In the event of Contractor’s failure to deliver any of the vehicles,
specified in-the accepted contract by the time or times, respec-
tively specified in the contract, the Buyer may deduct from any
moneys due to the Contractor under the contract or otherwise
recover from the Contractor as liquidated damages and not by
way of penalty, the sum of 1 per cent. on the contract price in
respect of each complete vehicle for each and every month or
part of a month, subject to a maximum of 10 per cent. during
" which the vehicle is not ready for delivery and the Contractor
shall also be liable for all costs of inspection which may be.in-
curred after the date on which the vehicle ought to have been
‘ready as aforesaid. But if the delay in delivery shall have arisen
from any cause which the Buyers may admit as reasonable ground
for such delay, thé Buyers will allow such additional time for
delivery as they may consider is required by the circumstances of
the case. Provided that default or delay of sub-contractors
- though their employment. may have been sanctioned under
clause 3 hereof shall nob be reasonable ground for delay or for
exemption from payment of damages as above provided.”

*Without Vacuum Brake.
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No unnecessary delay will be permitted to occur in taking delivery of the
completed wagons after they have been inspected by the said Inspecting
Officer of the Indian Stores Department and a certificate of completion. issued
by him.

The wheels and axles required for the wagons will be supplied by the Buyer
and in the event of such wheels and axles not being available when the wagons
have been completed by the Sellers, there will be. no objection to. delivery of
the wagons being taken by the Buyer under arrangement with the Sellers
at their Workshops even though some delay may occur in the -wagons being
removed from the Sellers’ premises. . . L R .

. Q. 6. What is the present-day imported cost of Axle boxes 97x41i” or
0*x57. :

A. 6. Axle-Voxes 9x4} (without bearings) f.o.b. £1-59 to £1-6-3 or déli-
vered Rs. 21.2-11 to Rs. 21-7-8 each. _

Q. 7. (@) What weight of bolts is manufactured in the course of a year at

. Howrah,

(b) What is the weight of bolts in C-2 type wagon and would the cost of
wagon be substantially affected by any change in the duty on bolts.

(c) Let us have current Home quotations for Bolts §”, §”7and }".

A. 7. (a) We find it impossible to give any reliable figures; but bolts made
as separate contracts probably amount to about 100 tons per annum though
other bolts are made as parts of larger contracts without any record being
svailable of their weight.

(b) Approximately 30 lbs. The cost of a wagon would not be substantially
affected by a duty on bolts.

(¢) Imported materials. (Prices as on 7th April 1927).

Particulars. : £ 0. b. price Prii;ev%z?{ged

. prewt. 1 perewt.

i £ d Re. 4. 2.

W. I Bolts and nuts li" X §" and under . 115 0 28 0 8
Do o Wt2xy . . 112 6 2 3 6
Do do . 2}"tlod" x § . . 110 0 24 41
Do do 1} x {" and under . 136 19 5 2
Do do IfFwexi . . 180 .18 3 0
Do do 2ftod " x}" . . 110 17 610
Do do 1}" x ¥ andunder , 013 ¢ 15 8 6
Do b Ifte2’x§ . . 017 & 1412 4
Do do 2ftod"x) . . 018 6 103

Q. 7. (¢) ‘What is the Life of a die used for the purpose of making bolts.

4. 7. (¢) 2 monthe’ continnous work may be taken as being a reasonable
“figure although the life is uncertain.
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@) Letter dated the Srd June 1927.

Further to our letter of yesterday’s date we enclosé herewith lists showing
the relative weights of 87, 4, &”, §$”, 3" and 1”7 diameter bolts and nuts which
we regret we omitted to enclose with the other statements.

1 cwt. .of " diameter bolts and nuts.

Length in inches. Weight of nuts in lbs. Weight of b.lts in ibs.

1 2 1 70
-2 e /]
3 28 ' . 84
4 25 87
| 5 22 90
6 19 Y
7 17 96

8 16 9
9 15 97
10 T B ¢ 98
11 13 99

T L owt. of oY diameter bolts and nufs.
Length in inches. ‘Weight of nuts in lbs. | Weicht of bolts in lbs,
. . .

i 40 72

o 88 19
3 ag , 84

4 24 ' 8
5 23 90
6 20 92
7 18 94
8 16 96

9 15 . . 97 .
10 14 98

11 13 9 ,

12 12 100
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1 ewt. of §* diameter bolts and nuts.

Length in inches. Weight of nuts in Ibs. Weightof bolts in 1be.
1 36 76
3 28 84
3 _‘vzs ) )
4 o9 93
6 17 95
¢ 15 o7
7 13 99
8 ‘12 100
9 V 11 A 101

1 cwt. of ¥ diameter bolts and nuts.

Length in inches. Weight of nuts in Ibs. Weight of bolts in Ibs.
1 38 74 -
2 i1 81
8 > 26 88
4 ) 22 90
] .19 .93
(] 17 - 95
7 15 97
8 " o8
0 13 99
10 12 100
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<1 cwt. of 3" diameter bolts and nuts.

Length in intches. Weight of nuts in lbs. Weight of holts in Ibs.
2 34 78
3 29 83
4 25 87
& 23. 83
L 21 91
7 19 93
8 17 95,
9 16 96

10 15 97
11 14 98
12 13 99

1 cwt. of 17 diameter bolts and nuts.

Length in inches. Weight of m‘x'ts in lbs. Weight of bolts in 1bs.
2 34 78
3 30 82

"4 26 86
5 24 88
6 22 90
7 " 20 92
8 18 94
9 17 « 95

10 16 96

1 15 o7

12 14 98
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MESSRS. BURN AND COMPANY, LIMITED,
B.—OgraL,

Evidence of Messrs. A. V. NICOLLE and R. F. WALKER, recorded
at Calcutta on Wednesday, the 4th May, 1927.

Wagon building costs-castings.

President.—S8ince our last examination of the Standard Wagon Com-
pany, at Mr, Ginwala’s request you sent in an estimate of cost of 2,000
wagons per annum which is on page 182, Volume IV of the Statutory Steel
Report. We have not had an opportunity so far of examining you on this
estimate., We shall take this opportunity of running through this estimate.
and of seeing to what extent it needs modification. Before we deal with these
figures there are just one or two questions that I would like to put to you on
the subject of the cost of material.” This estimate is the cost above material.
On page 155, Volume IV of the Statutory Steel Report you give your cost
for 425 wagons in 1925-26. There your cost of castings comes to about
Rs. 1,438,000 on 425 wagons. For one wagon it would amount to Rs. 348, In
thut year 1925-26 you were using English castings, were you not?

Mr. Nicolle.—On the 425 wagons? I am not certain of that.

President.—X think you stated that in your previous evidence.

Mr, Nicolle.—I have no doubt that will be the fact.

President.—Actually Il your figures given for castings in 1925 were
Erglish,

Mpr. Nicolle.—Certainly on the 1,250 wigons we used all English castings.
On the 425 wagons I am not certain.

Mr. Walker,—I think it might possibly include iron castings.

President.—The amount of iron castings used is small.

Mr. Nicolle.—Yes.

President.—So it would not really affect the calculation.

Mr. Nicolle.—No.

President.—~Perhaps we could check that by the castings on 1,250 wagons
which comes to Rs. 4,62,000. As a matter of fact your cost of castings on
425 wagons is rather higher than the cost of castings on 1,250 wagons, so
that it is pretty obvious that you must have used British standard castings.

Mr. Nicolle.—Yes. .

President.—At present you are using Belgian.

Mr. Nicolle.—Almost entirely.

President.—If we took the difference between British and Continental
castings that would be roughly about 30 to 83 per cent, ‘

Mr. Nicolle.—Yes. In the case of axle boxes it is about 23 per cent. It
is a varying percentage.

Dr, Matthai.—On page 125 you have got the British and Belgian prices.

Mr. Nicolle.—Yes.

President.—These prices are the prices of British and Continental a
sny given time. What we are compairing is the prics of British castings
for 1925 and the price of Belgian now. There has been a fall on the Belgian
prices. .

Dr. Matthai.—If you look at page 124 you get the British price of cast-
ings in 1925 and in page 125 you get the Belgian price for 1926.

Mr. Nicolle.—Perhaps we have other figures which might help us to give
you the information. I don’t quite follow you. .Do you want to get the
reduction in the cost of castings. L :
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President.—We have to come to some conclusion as to what is the fair
selling price of a wagon of a particular type. I am talking of a C-2 wagon
of which you would normally turn out most. On that it seems to me roughly
that we might allow somewhere about 33 per cent. reduction per wagon in
the cost of castings in the latter part of 1925.

. Mr. Nicolle.—That would be the difference between Belgian castings now
and British castings when 425 wagons were made. I think we could give
you the figures which would clear up that point. ‘

President.—Please do. That is subject to slight adjustment later on.
At present the figure which I have given would not be very far out so far
as you know. 33 per cent, reduction would not be very far out.

Mr. Nicolle.—I should not care to make any further remark, because
I never really compared the two contracts frorm that particular angle.

Fittings.

President.—éTurning to the costs for 425 wagons we have got here a figure
for fittings, Indian and Imported. That works out at Rs. 348 a wagon and
I understand among those fittings is included the vacuum brake.

Mr. Nicolle.—Yes.

President.—Which costs Rs. 240.

Mr. Nicolle.—Yes.

President.—That you have always got to import, because you cannot
make it economically in India. ’

Mr. Nicolle—~—There is no vacuum brake made in India. .

President.—So that deducting the cost of the vacuum brake you get
about Rs. 110 as the amount per wagon for fittings that is to say forgings.

Mr. Nicolle.—Yes. .

President.—If you turn to your estimate of cost of 2,000 wagons on page
182 you give there a further probable increase in cost due to making more
parts, that is to say making more fittings.

Mr. Nicolle.—Yes. .

* President.—That amounts to Rs. 25 and Rs. 32 including the labour.
That is to say your labour and on costs amount to rathér more than half of
the total value of the finished fittings. ’

Mr,. Nicolle.—I don’t follow the figures 25 and 32.

President.—Look at Column IV, further probable increase in your costs
due to making more parts, The total of the first heading is Rs. 32. Then
you get further down repairs and so on. The total amount per wagon is
Rs. 25. If you add these together, you get Rs. 57.

Mr. Nicolle.—Yes.

President.—Your direct labour and on costs will come to Rs. 57 out of
a total value of Rs. 110, rather over 50 per cemt. Looking through the
figures you have given in the case of fabricated steel, I think the labour
and on cost came to exactly 50 per cent. Please see page 86 of the steel
Report of 1926. -

Rs. per ton of

fabricated steel.
Material 1-1 ton . . B § WA
Duty on 1'1 ton A . . . . . 21-2
Fabrication . . . . . . . . 110
248-6

—r——

110 on 248 comes to something like 44 per cent.
Mr. Nicolle.—Yes,
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President.—So that actually the on costs you have taken here for manu-
facturing more parts is rather above what is given as the on cost in fabri-
cated®steel.

Mr. Nicolle.—That would normally be the case with forgings.

President.—Why would that be?

Mr., Nicolle.—One thing that one sees at once is the fuel used in forgings
which is not used in fabricating. That would clearly add to the overhead
charges.

President.—Could you give us the amount?

Mr. Nicolle.—It is not a very easy thing to give an average for. It
varies enormously according to the type of the forgings. I should put it
somewhere in the neighbourhood of Re. 1 per cwt. of materials forged. I
am afraid it is & very rough figure, but it is impossible to give an average.

President.—Even if we took Re. 1 for fuel, even so there is still some
discrepancy, isn’t there? This charge of 57 on 110 would be rather on the
high side in the case of forgings.

Mr. Nicolle.—It is undoubtedly a more expensive fabricating operation
than what we have hitherto called fabricated steel. If you take a bar, and
de various forging operations, cwt. for cwt. the overhead is higher, and
generally in addition, one has machining to do on the finished forgings. Take
tho case of screw couplings which enter into the cost of these extra fittings
and poasibly buffer heads and spindles, after you have finished the forging,
you have to screw them, drill holes and mill them. All that would increase
the overhead as compared with the cost of the raw material.

President.—Exactly how is this increase caleculated? Are they calculated
according to your on costs on the direct labour?

Mr. Walker.—Not in that statement.

Economies resulting from increased output.

President.—It seems to me that the ratio between the difference in mak-
ing more parts—power and the difference in making more parts—direct
fabour was practically the same as the ratio between power and labour,

Afr. Walker.—That is because power and fuel go up in that proportioz.

President.—Do they go up in direct proportion?

Mr. Walker.—Yes.

President.—According to your on cost system they do, but it does not
necessarily follow that you have te have more labour.

Mr. Nicolle—These figures were prepared from the Standard Wagon
Company’s actual costs and the question of percentage of on cost and labour
would not arise in this. These are actual costs. They are not like the costs
of Messrs. Burn and Company, Limited.

President.—This is an estimated cost of 2,000 wagons.

Mr. Walker.—We adopted the Tariff Board’s method. We took all these
factors into account and divided by the number of wagons. They are actuals
so far as they go but they are vitiated by work in progress which affects
these figures and spoils them from our point of view.

President.—They represent really the position at the time when you were
making these 425 and 1,225 wagons.

Mr. Waller.—They represent our effort in the matter of working out the
figures as required by the Board.

President.—1 recognise that and appreciate it. But it does seem to me
that this estimate is worked out on the figures of 1925-26 without making
allowance for any economies which might result from an increase in the out-
put from, say, 1,600 to 2,000 wagons. You will get certain economies; will
you not, if you turn out a larger number?

Mr. Nicolle.—Yes, a lesser incidence per wagon in respect of fixed over-
head charges. .
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President.—Not ohly in respect of overhead charges but also in other
directions. You will get economies elsewhere. Probably per wagon you will
use less power and fuel. -

Power.

Mr. Nicolle.—Very little. Take the question of power. We use a certain
amount of power for driving the line shafting, etc., and after that all the
power we use is entirely proportional to the work We are doing.

Non-productive labour.

President.—What about your non-productive labour?

Mr. Nicolle.—That is very nearly proportional to the output because &
great deal of it consists of carrying material about. If there is more
material, then there is more labour, '

P'restdent —You have certain sanitary stafi—sweepers and so on—w}.uch
would probably be the same.

Mr, Nicolle.—I did not realise when you said non-productive labour that
you were referring to the sanitary staff, That would not come under non-
productive labour. ' It would come under sanitary service. The item ¢ Sun-
dries ’ would probably cover that.

. hPreszdent —I take it that non-productive labour means simply cooly
ahcur.

Mr., Walker. —Predommantly that.

Mr. Nicolle.—I think you may take it that our non-productive labour is
entirely proportional to our output. I cannot think at once of any non-
proportional labour.

Dr. Matthai.—That means that if you increase your output you increase
correspondingly your non-productive labour.

Mr, Nicolle.—Our overhead 'charges would divide themselves into two
categories, viz., the fixed ones and the proportional ones.

Dr. Matthai.—I amh trying to understand the position as regards non-
productive labour. For example this year you are turning out 1,500
wagons and next year you are increasing your output to 2, 500: that means
that next year you are going to employ more non—productwe labour, -

Mr, Nicolle.—Yes.

Dr, Matthai.—It is not a question of any fixed staff, with whom you can
make either 1,500 or 2,000 wagons.

Mr. Nicolle.—No,

President.—So that actually your costs above material do not vary very
nmuch whatever the output is.

Mr. Nicolle.—Supervision would not increase pro rata.

President.—That would remain the same.

Mr. Nicolle.—I would not say that it is constant but it would not increase
pre rata.

President.—Also it would not decrease.

Mr. Nicolle.—No, we could not cut down supervision.

President.—If you were turning out only 1,000 wagons, you would still
have the same supervision.

Mr. Nicolle.—If we were turning out so few as 1 ,000 wagons, weo should
be able to reduce it.

President —-Would that be in proportion?

Mr. Nicolle.—No.

" President,—Your supervision would be slightly. hlgher for 1,000 than for
2,(\00 .
Mr, ‘Nicolle.—Yes, per wagon.

President.—Could you give us any idea?
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Mr. Nicolle.—I sghould like to think it over. It is a question which we

have not considered.
President.—1Is thero any other item on page 1827 -

General shop supplies. .

My, Nicolle.—General shop supplies would not be entirely pro rata.

Fresident.—~Would that decrease considerably with increased output?

Mr. Nicolle.—1Tt is a very difficalt question to answer. It is highly hypo-
thetical. We have no statistics to guide us.

President.—Could you give us a conservative opinion? Very much the
game point arcse in connection with Tata’s and they gave us a reply, Their
reply was on the eafe side distinctly. Could you not give us any sort of
guide at all?

Mr. Nicolle.—I should prefer to consider the matter and give you a
written reply, if you don’t mind. :

Repairs.

President.—Is there any other head apart from overhead charges?
Mr. Nicolle.—Repairs would not be entirely pro rata with production.
President.~They would decrease as the output went up.

Mr, Nicolle.—Yes, per wagon.

President.~Power and fuel would be in strict proportion.

Mr, Nicolle.—Not entirely but very nearly.

President.—~And direct labour would be.

Mr. “Nicolle.—That would be taken as entirely proportional.

President.—Is your direct labour contract labour?

Mr. Nicolle.—Contract or piece work.

President.—What about sundries?

Mr. Nicolle—1 should imagine that it is partly proportional and partly
non-proportional, But I should like to look that up again.

President.—You would be able to give us some sort of estimate as to the
reductions possible as compared with the costs of 425 wagons which are
actuals and the cost per wagon if you turned out 2,000 wagons. I think I
am correct in saying that that has not been taken into account in these
estimates. ] mean that the question of decreased cost with the increased out-
put has not been taken into account in calculating these figures.

Mr. Walker.—No. .

President.—The question is really one of some importance because apart.
from estimating what your normal cost would be, we are also up against
the difficulty of lees orders being placed with you than your capacity. In
that case from our point of view it is rather important to see if only half
the orders for which you have capacity were placed with you, whether your
cost above material would be increased considerably. Of course we know
that overhead charges would be increased. There is no doubt sbout that.
But as regards the cost above material, it would be a ‘matter of some import-
ance. Now you were saying that as regards the estimate for 2,000 wagons
yoa would try and meet the wishes of the Board and submit an estimate for
the cost above material according to the method which the Board usually
adopts but that you had considerable difficulties becaunse at the commence-
ment of the year you had a certain amount of work in progress. According
to the statement given on page 159, Volume IV, Steel Report of 1926, the
work in progress in April, 1925, amounted to Rs. 4,85,100 whereas it was
Rs. 6,72,000 in March, 1926, so that there was a difference as regards the
amount of work in progress of roughly a couple of lakhs. This estimate of
costs of 2,000 wagons ignores that. It presumes that the amount of work in
progresa is the same both at the commencement as well as the end of the year.

Mr. Walker.—~Yes,
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Changes in 1925-26. .

President.—On page 158, Volume IV, Steel Report of 1926 you have the
Charges Account for the whole year 1925-26. On page 155 your charges for
425 wagons wery allocated on Rs. 2,86,000. That Rs. 2,86,000 was allocated
on the assumptlon that you were turnlng out a certain normal amount of
wagons. That is the way your on costs are worked out. You allot your
actual charges according to an average amount of wagons and then over and
above that, if you have any other charges, you enter that under the head
‘loss on charges

Mr. Nicolle.—This figure, Rs. 2,86,000, is calculated as a certain per-
centage of productive labour which is charged in the cost sheet irrespective
of actual facts. Then we keep a separate account of actual facts and the
difference between the two gives the loss.

President.—That hypothetical figure in the cost sheet assumes that you
are producing a normal number of wagons.

Mr. Nicolle.—Yes.

President.—That normal number on which this charge of Rs. 2 ,86, 000 is
entered, that is how much?

Mr, Nicolle.—-I could not say from memory.

Mr. Walker.—About 1,800 wagons a year.

President.—So that 1,800 wagons represents what in 1925-26 you thought
was the normal capacity of the works.

Mr. Walker.—Yes.

President.—If you were turning out 1,800 wagons your charges account
‘would be as shewn on page 158.

Dr. Matthai.—That is to say a little over Rs. 12 lakhs. =

Mr. Nicolle.—I don’t think that that is altogether a correct view to take
of what we are doing.

President.—But you work out your cost sheets on those lines.

Mr. Nicolle.—We do. But in the case of the Standard Wagon Company,
the percentage of productive wages is quite immaterial. We could, if we
wanted to, take 200 per cent. or 100 per cent. We get our adjustment
through the loss on charges. There you have actual facts.

President.—In your charges account here for 1925.26 we have a definite
figure Rs. 12,24,220. For this sum, on your own cost accounting, you could
have turned out 1 ,800 wagons. As a matter of fact the Indian Stores De-
partment when stated in the autumn of 1925 that your capacity at that time
was 1,750 wagons.

Mr. Nicolle.—Yes.

President—We would not really be very far wrong if we took your charges
account and divided them by 1,800 and said this is the cost above material
on each of these items’?

Mr. Nicolle.—No, I don’t think that you would be far out. Bui I am
sorry I don’t quite follow your point. Ts it your point that if you calculated
the direct wages back from the actual charges account you ought to get what
we recommend for the direct labour that could reasonably be charged to the
shop ?

President.—1 realise that this ratio which you. fix between your charges
and your direct labour is a ratio which in the case of the Indian Standard
Wagon Company, you have not been working long enough to fix with any
accuracy.

Mr. Nicolle.—It has no practical significance in the case of the Standard
Wagon Company. In the case of Burn and Company Limited, it has great
practical value. In the case of the Standard Wagon Company it is unimport-
ant because we have got actual facts.

President.—In any case it is 4 question of experience. Messrs. Burn and
Company’s ratio has been fixed after many years’ experience.
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AMr. Nicolle.—Precisely,

President.—And 1t has been tested for some years and you can say from
your experience that it is practically correct.
Mr. Nicolle.—Yes.

President.—You can hardly claim the same accuracy for the ratio in the
case of the Standard Wagon Company.

Mr. Nicolle—That ratio is practically useless for the Standard Wagon
Company.

President.—It occurred to me that whereas the rest of our estimate of
the fair selling price might be drawn up ini the way we usually adopt, as re-
gards this cost above material it would make matters perfectly clear and it
would be fair both to the Company and to the taxpayer if we took your
charges account and divided that by 1,800 wagons; we should then get it the
incidence of the costs above material per wagon in 1925-26. That would of
course be subject to some variations as regards an estimate for 2,000 wagons
first because you are going to make more fittings and your cost above material
will increase on that account and you have to add something for it, and,
pecondly, because if you increase your output from 1,800 to 2,000 you "would
under certain heads, as you have already admitted, get some variation per
wagon—some decrease. These are the two factors. As regards the second
factor you say you will consider the figures and let us have a statement?

Mr. Nicolle.—Yes. I only wanted to make sure on which of the two figures
you want us to make an estimate; Is it 2,000 against 1,8007
President.—Yes.

Dr. Matthai.—When you fixed your charges for the year at Rs. 12 lakhs
vou fixed the output at 1,800 wagons on the basis more or less of Messrs.
Burn and Company’s experience that is to say, you estimated, judging
from the experience of Messrs. -‘Burn and Company in the carriage and
wagon department if you had a normal output of 1,800 wagons, the expendi-
ture you would be likely to incur in respect of these charges would be some-
where about Rs. 12 lakhs. Then when you drew up your actual account you
saw that the charges you had t6 incur on 425 wagons was so much and there-
fore you estimated on the figures for 1,800 wagons a certain loss on charges.
Thas is how the whole of your accounting system is worked, is it not?

Mr. Walker.—(Inaudible).

Dr. Matthai.—You must have had some kind of evidence for arriving at
this figure of 1,800 wagons when you said against 1,800 wagons the charges
were likely to be Rs. 12 lakhs, or is that partly a hypothetical estimate?

Mr. Nicole—When a manufacturer has to quote for work he looks at
the question from an entirely different angle; he has to quote according to
the market, not according to the cost.

Dr. Matthai.—That is your point of view. We have got to find from
your costs some kind of figure which would represent your fair selling price.

Mr. Nicolle.—On 425 wagons the cost was so much and we said to our-
selves Rs. 13 lakhs would be what it would cost us in charges to make 1,800
wagons,

Dr. Matthai.—All that I want to get at is the real meaning of your
charges here for 1925-26. That is what I am trying to understand.

Mr. Nicolle.—These are actual facts.

Dr. Matthai.—Theee are the actual charges that you incurred in respect
of the wagons you manufactured in 192526 which I find is 1,025. Am I
right?

Mr, Nieolle—No, The work in progress comes into the guestion; what
we delivered in 1925-26 waa 1,445.

Dr. Matthai—1f you take the actual charges mcurred by you on 1,445
wagons in 1925-26 and then make an allowance for the work in progress in
that year, then you must get this figure of Rs. 12 lakhs?
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My, Nicgller~Yes, Sozt 12 Jukhs of ropees iy actuslly what we spent during
“the year, C ’ .

Dr, Motthol ~3If we want to geb a¢ your charges on the mormal vatput
how do we gou 162 Hare are these charges figares for 192526, Your actual
<harges come to Be. 12 lakbs i vespect of 1,445 wagons, bui there was
a eertpin amonnt of work in progress during the yesr. Assuming far arga.
ment’s aake thut that was about Re. 2 Jakhs, if 1 added Ra. 2 lskbs to that
do I get your charges For the normal cutput?

Mr. Nicolls.~Looking at it from such a diffevent point of view makes it
very difficult guestion 1o snwwer. We cannol sy what that work in pre-
Lress was on that date nor what proportion of ibe value of the work in pro-
gress would be added ta this.

. Proxident—~In apy case these figures on page 158 of Volume TV of the
1928 Evidense are actuals, sre they notf .

My, Nigolle~——Yes.

Fresident~As rogardp your estimabe thet you can turs out 1,800 wagons
for this amount, ws can chetk that by the fact that the Indian Btores Da-

. partment stated thab your sapscity at that thme was 1,750 wagoos, so that
Four estimata of 1,800 wagons is not 00 how anybow.

Mr. Nicvllec—No. If we divided this by 1,800 wa san peb the fncidence
per wagon which woold be fale. :

D, Motthai~~What do you consider your pormel capacity now?

My, Nicolle ~2,500 C-2. : .

s, Matthod~That more or less agress ¥ supposs with the sstimate of
the Btoves Yepartument. We gob some informabion from the Indlan Stores
Department lust year and ¥ think they gave us 2,400 €2 as the present
capanity of the Standard Wagoen Company. .

Mr, Walker~Wo consider 2,500 a5 {he normal capacity.

. D, Matthaio~T  gathered from . you o livtle while age that the tfotal
smound of nen-prejuctive wages would inerease proporiioustely to ihe out-
put; am ¥ right? o

Mr. Walker—~Yes, almost proparbionsiely.

Pr. Matfioi~Tn thet cage it would not be different from direct wages.

Mr. Nicolle.~AR labour shonld be productive. It ¥ only & question of
sccotntant's phraseology, this * produeiive ** and * nonprodusive . Non-
productive wages sre indirect wages and the point of distinction hetween
direct and indirech wagss is not thas you Sod you are slly te da s larger
amount of werk without invressing in proportion the smownt of indivect
tabour eraployed. Our reasem Jor calling this partiomlar labovr * wsprow
dugtive ¥ i simply because iv is nob susceptible of being bhooked as direch
fahour. One such fovm of laboor is moving the materisi in the yard. T you
move mors maberial you need more Inbour, hut it iz very difficuls to szy what
osch man is dudng,

President~In whal proporison “would you increase, . . . . . .

- Mr. Nigolle.~1 bave very Hitls doubi that the nouw-preductive Jabour is
1ot axactly in proportion to the cutput but if you are coneidering the differ-
enes in sy outpub of say 1,500 az opposed fo 1,800 wagons I doubb very
much whether you would he rble {0 notice the difference In the incidencs per
wagon it would muke. , :

President~Do you think in this yesr 103526 ¥ we divided your non.
productive woges by 1,300 we would pet the normal amount?

Mr. Nigolle—~Hoally what X mean is this. In trying to got af ab this Raure
ons hee to waks many assumptions, and if you divide by say, 1,800, it is no
wore sx assuiaption then in the cese of so many other thangs 3n which wes are
Tikely to bs out, I am afeaid we can’t got & very accurate figure in this way,

President.—3t doos seom to we thath laking inte sccount your eapacity ab
ke tima it I8 not an vufair thing, :
Mr, Nicglle.~No,. ¥ think it is a ressonable thing to 4.
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Repairs and Maintenance.

President.—This repairs and maintenance, this is an accordance with
your general practice to charge such expenses to repairs and maintenance
instead of to depreciation?

Mr, Nicolle.—Repairs are actual expenses; depreciation is really a book
entry. These represent actual expenses in material and labour used in lining
furnaces and s0 on. Our depreciation is merely a book entry.

President.—If you keep your plant fully repaired and up-to-date depre-
ciation should be less. .

Mr. Nicolle.—Depreciation' is merely a book entry that one makes. It
is keeping money from being spent against the day when ‘you want to replace
obsolete machinery. . :

President.—Then your depreciation represents obsolescence only?

Mr, Nicolle.—As opposed to what?

President.—As opposed to wear and tear?

Mr, Nicolle.—There is a kind of wear and tear which is always going on.
Take a motor car for instance of which the sparking plugs are wearing out
every now and then; one would not take money out of the depreciation fund
to replace them. .

President.—Exactly, but there are certain running repairs which are
properly charged to revenue. What I want to know is are these repairs
just ordinary running repairs?

Mr. Nicolle.~1 don’t know what standard you are comparing there.

President.—Will it be fair to take Rs. 82,000 as representative of the
normal expenditure on repairs and maintenance for plant and machinery?

Mr. Nicolle.—I will look up more recent figures and let you know.

President.—Yes please do, because the figures do seem to indicate that
they are somewhat abnormal. It rather looks as if you closed down altogether
and you had to do a certain amount of extra repairs to get the works going
again.

Mr. Nicolle,—That is quite possible. -

President.—If you will look up your latest figures and let us know we
shall be obliged.

L4

Additions to block.

Dr. Matthai.—8ince the end of 1924 have you put in any more machinery
and so on?

Mr. Nicolle.—Yes we have made block additions.

Dr, Matthai.—For the purpose of increasing the capacity, is it?

Mr. Nicolle.—Yes. )

Dr. Matthai.—~How much in your opinion have you increased the capacity
of the works by the additional block you have put in?

Mr. Nicolle.—Our capacity is now 2,500 wagons.

Dr. Matthai.—Before these additions were introduced how much was that
roughly? .

Mr. Nicolle.—I forget exactly how much. Perhaps this increase of out-
put is not altogether due to block addition, but to trained labour.

Dr. Matthai.—When you got this order in 1925 for about 1,400 wagons
you tPhought it necessary to introduce a certain amount of additional équip-
ment o

. Mr. Nicolle.—We did not add to the block so much with a view to cope
with the orders we were getting but with a view to the future because we
saw cheap production must depend on increased output.

Dr. Matthai.—Was there a considerable increase in the capacity by reason
of the additional equipment? : - '

Mr. Nicolle.—1 can’t remember.
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Dr. Matthai.—I think last year Mr. Balfour, when giving evidence before
the Board, said that some capital improvements were made in the course
of 1925-26 probably for the purpose of increasing the capacity of the works.
I was wondering whether there was any kind of estimate as to the increased
capacity on account of this additional equipment.

Mr. Nicolle.—I cannot say from memory. I know what we aimed at
was turning out 2,500 wagons. What we reckoned as the starting point we
cannot say; it must be somewhere about 1,700 wagons.

Orders in terms of C-2 wagons.

President.—You have given us a list of wagon orders received by the
Indian Standard Wagon Company. They are of various types.

Mr. Nicolle.—Yes.

President.—Is it possible to state what these orders would amount to
in terms of C-2 wagons? )

Mr. Nicolle.—Financially we examined the point. Those first four items
mentioned in the list which we have to deliver in the last four months of
this current year, September, October, November and December would be
eguivalent to delivering about 830 C-2 wagons in value.

President.—Roughly 1,048 of these wagons are equivalent to how many
standard wagons.

Mr. Nicolle.—830 C-2 at 1925 prices.
Dr. Matthai.—That is entirely judging by the prices.

Mr. Nicolle.—That is entirely on the financial basis. C-2 prices are not a
very accurate basis of comparison. The price of steel has risen in the last
12 months.

Dr. Matthai—Do you think one would be approximately right if one
took the amount of steel material in a C-2 wagon and the steel material in
a metre gauge wagon and thert worked out a proportion on that basis?

Mr. Nicolle.—I think not, speaking off hand. I have not considered that
point. One could see if you reduce one stage further -and build a wagon of a
diminutive size, the amount of labour used therein would be far higher in
proportion. .

Dr. Matthai.—Generally last year wagon builders who gave evidence be.
fore us last year told us that an underframe was 2} times a wagon. Now 1
find looking at the weight of steel material in a A-1 wagon and a 67 ft. bogie
underframe it is almost exactly 2} times. I was thinking therefore whethe:
we could proceed simply on the basis of materials.

Mr. Nicolle.—I think that it would be rather dangerous to push the
analogy too far. Speaking off hand it appears to me that there must be
more labour, more overhead charges per ton of material in a metre gauge
wagon than in a broad gauge wagon.

President.—For the purpose of working out costs, would it be fair tc
consider that a metre gauge wagon is equal to 4/5th of your C-2 wagon?
That is in the proportion of 1,048 to 830.

Mr. Nicolle.—You wish to arrive at the point that all wagons ought to be
so much per ton fully fabricated?

President.—It is comparatively an easy matter to work out your fal
selling price and what duty or bounty is necessary on the assumption that
you are manufacturing C-2 wagons, but it is a very difficult matter to work
out any sort of scale if we are suddenly faced with the fact that you ar
manufacturing 8 different types of narrow gauge wagons each requiring a
-different amount of labour and other expenditure, I  was wondering whethe:
during this difficult time it was possible in some way to correlate the cos
of a narrow gauge wagon and the cost of a C-2 wagon. Just as my colleague
was saying that one underframe is equal to 2} wagons, so you might sa;

one metre gauge wagon is equal to 4/5th of a C-2 wagon. .
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Mr. Nicolle.—4/5th is based on the price, whereas I understood Dr.
Matthai wanted to compare them on the basis of materials.

Dr. Matthai.—It is arbitrary in both cases.

Mr. Nicolle.—Yes.

Dr. Matthai.—Which is likely to be less arbitrary?

My, Nicolle.—We have not got the weight of the metre gauge wagons.
There would be a considerable difference between the rates of weights and the
ratio of prices. I think you will find the metre gauge wagon costs more per
ton than the broad gauge wagon.

President.—The cost above material would naturally be higher, because
thought the amount of material is less, the cost of erection remains much the
same.

Mr. Nicolle.—I have not looked into the figures, but taking it to the
logical conclusion one might consider making the thing on a model scale.
The cost per ton of a smaller wagon is higher than the cost per ton of a big
wagon.

President.—If you take the relative prices and compare it in that way
one narrow gauge wagon is equal to 4/5th of a C-2.

Mr. Nicolle.—1 don’t think that would be far wrong.

President.—If you had 500 metre gauge wagons, would it be reasonable
to say that the output of 500 metre gauge would be equal to the output of
400 C-2.

Mr. Nicolle.—I think that is very reasonable.

President.—What about these other types? The last one in the list is
50 B. G. timber trucks, are they bogies?

Mr, Nicolle.—Yes, broad gauge timber trucks.

President.—Are those bogies?

Mr. Nicolle.—Yes, they are short bogies. It is something like the 67
feet underframe, but instead of 67 feet, it is only 45 feet.

President.—Could you translate that in terms of C-2 wagon in the same
way? ’

Mr. Nicolle.—~It is not far different from an ordinary 67/ underframe.
You can take it as 2} times.

President.—Do you think as regards these B. G. trucks each B. G. truck
equals 2} C-2 wagons?

Mr, Nicolle.—Pretty nearly—may be slightly less than that. If you will
allow me to go back to the metre gauge prices, as regards the ratio of 4/5th,
on thinking it over again I think that one would have to make it nearer
something below 4 as compared with 5, because prices of this year are higher
than last year, steel being more expensive per ton. Therefore these prices
for metre gauge wagons as compared with C-2 are a shade higher owing to
the material in them. Could we write and say after consideration? We
could give you the ratio between the metre gauge and broad gauge and show
the amount of work involved.

President.—Those orders which Messrs. Burn and Company, Limited, had
for 113-4 wheeled underframes, are they same as B. G. T. trucks?

Mr. Nicolle.—No, these are mounted on 4 wheels. Those are mounted
on two bogies, i.e., 8 wheels.

President.—Can you translate these into C-2 wagons?

Mr. Nicolle.—About irds of C-2. That is a rough figure.

President.—The bogie underframes.

Mr. Nicolle.—Those are the ones turned into broad gauge 2} to.1. That
is exactly the thing discussed in previous years.

President.—Then the bogie rail truck.

Mr, Nicolle.—That is slightly smaller than the ordinary bogie under.
frame, That is like a timber truck, 2} to 1.
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President.—2% to 1.

Mr. Nicolle.—I am giving these rough figures.

President.—B. G. T. trucks are also in the same proportion as 2} to 1
Mr, Nicolle.—May we write on these points?

President.—Yes. Then as regards the bogie underframes to the North
Western Railway, is there any difference between this and those for the
East Indian Railway?

Mr. Nicolle.—Not substantially.

. Capacity of Burn and Company.

President.—You were saying that the capacity of the Indian Standard
Wagon is 2,500 wagons at the present moment. What is the capacity of
Messrs. Burn and Company stated in terms of C-2.

Mr. Nicolle.—Assuming we would do no underframes?
President.—Underframes and wagons. - Perhaps the simplest way would
be to take the largest orders. What is the largest order?

Mr. Nicolle.—We did a thousand wagons last year starting rather later
than usual and at the same time we delivered part of the order for 142
underframes.

President.—They carried on from it.

Mr. Nicolle.—We started to deliver those underframes at the end of Janu-
ary last year. We delivered about 60 or 70 last year and 67 underframes
and 1,000 wagons during the last financial year.

President.—That is delivered.
Mr. Nicolle.—Made.

President.—Made in the course of the year. That makes rather a differ-
ence, Could you give us the capacity of Messrs. Burn and Company for a year,

Mr. Nicolle.—I should say we could do 1,500 wagons and at the same time
do a couple of hundred underframes a year.

President.—You have increased your capacity.

Mr. Nicolle.—We have re-organised the works a good deal.
President.—Have you added any plant?

Mr, Nicolle.—Yes,

President.—My impression was that you stated the capacity as 1,000
wagons,

Mr. Nicolle.—That was last year. We have put in new machinery since
then.

Dr. Matthai.—How recent is that?

Mr. Nicolle.—This new machinery started to arrive about October,
November.

President.—Your capacity is 1,500 wagons and 200 underframes at the
same time.

Mr. Nicolle.—That would be about right. .

President.—This is a note from Mr. Pitkeathly, Controller of Stores. He
says:—* I estimate this firm’s present capacity per annum for building
wagons to be as follows:—(a) 1,200 A2 type wagons if no carrmge under-
frames are in hand or (b) 800 A2 type wagons, and 200 carriage under-
frames.” .

Mz, Nicolle~~When did Mr. Pitkeathly say that? ) -

President.—This was in last September.

Mr, Nicolle—We had not got this new machmery then
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Amount of protection asked for.

President.—You have put in a revised application in which you say that
if you had full orders, you would be able to carry on with little, if any,
assistance beyond the existing revemue duty of 10 per cent. ad valorem.
Then you go on to state that perhaps it would be better if we discussed your
application under two heads—first what you consider the normal duty should
be on a normal output, that is to say if you get orders up to approximately
your capacity and then to consider the proposals you are making in regard
to this lean period. So far as we are informed at present it is anticipated
that you would be able to carry on with 10 per cent. but actually you claim
12} per cent. because of the increase in the duty on steel, that is compensating
protection.

Mr. Nicolle.—As a matter of fact this letter was written before we had
thoroughly gone into the matter of compensating protection. In the light
of our subsequent investigation, the duty need not be so much as 12} per
cent. to give us compensatory protection. All that we want is compensation,

President.—You say that with a duty of Rs. 26 on bars, it would be
slightly below 12} per cent.

Mr. Nicolle.—So far as we have calculated. It is a troublesome calcula-
tion in some respects.

President.—This 17 per cent. ad ralorem duty which you suggest.

Mr. Nicolle. —Before leaving this question of compensatory duty we should
like to make it clear that that statement is based on what has been happening
in the past. If some sudden attempt were made by European makers to
dump in the country, of course we could not meet that and we presume the
Board would always be open to an application from us, if we could produce
evidence that dumping was going on.

President.—I cannot commit the Government of India on a matter of
that kind. But I should imagine that if there was any obvious attempt to
suppress the wagon industry of India, action would be taken.

Mr. Nicolle.—I mention the point because we had very good reason in the
past to state that attempts were being made to put the Standard Wagon
Company out of business. We have no doubt in our minds. We have re-
ceived the information from various sources. It is possible that once more
an even more determined effort would be made next time the Government
of India are in the market for a large number of wagons, to prevent our
getting the work.

President.—It is a point which of course has to be considered in connec-
tion with both of your proposals.

Mr. Nicolle.—Quite so.

President.—Your proposal is that wagons should be placed in the same
position as fabricated steel, that is to say, a duty of 17 per cent. should be
imposed. You base that on the argument that as you will not have the
advantage of mass production therefore the outturn of metre gauge wagons
may be considered as more or less a form of fabrication.

Mr. Nicolle.—~Precisely.

President.—Therefgre ipso facto 17 per cent. would apply.
Mr. Nicolle.—Yes.

President.—It is a somewhat sbstract argument. Have you any other
calculation? Do you propose to justify the exact figure of 17 per cent. in
any other way?

Mr. Nicolle.—1 think that it is impossible because we have no experience
of building odds and ends of rolling stock. Our argument is merely that
from what evidence it was possible to collect the Board came to the conclu-
sion that it was fair to give us 17 per cent. by way of protection on the
fabrication of odd lots of structures. Now we are going to manufacture
slightly different kinds of structures. We have no additional evidence.
Whatever evidence we bad for one applies equally to the other.
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President.—There is another thing. Mass production is of course very
much easier than undertaking so many types.

Mr. Nicolle.~—This has introduced a new factor.

President.—~Apart from that, this figure of 17 per cent. is real]y an arbi-
trary figure which you don’t attempt to justify.

Mr. Nicolle.—~We have made no hypothetical estimate for odds and ends
of rolling stock.

Dr. Matthai.—You have got five different types in 1,300 and when the
output is divided amongst these five types, your point is that it really makes
the work scarcely different from ordinary fabrication.

Mr. Nicolle—We do not make that suggestion on the basis of actual
orders on hand. We make that point for the future. The present orders
I should describe as a sort of half way house. Of some kinds of wagons there
are & decent number. Those we should produce pretty economically. When
you come to 50 timber trucks, you are no better or worse off than when you
are making 50 small bndge spans,

President.—You say ¢ These arrangements will be workable only if the
Board lays down clearly the lines on which a comparison is to be made
between imported and Indian rolling stock prices. Qur whole case is based
on certain methods of comparison already known to the Board, and deviation
from these would undermine the entire position.” Would you explain the
methods of comparison? )

Mr. Nicolle.—I think that the Railway Board gives them. I think I have
noticed that they have cut down the allowance for erection but even on the
basis of comparison that was made on page-3l, we are prepared to meet
world competition.

Rate of Com;erswn of English ténders.

President.—There is one point here. I do not know whether you have
noticed it. The Railway Board on thls page converted the English tenders
at 1. 64 &d.

Mr. Nu:olle —We noticed that.

President.—Presumably you would base the conversion at 1s. 6d. You
take some risk if you take the actual rate at the time the tender is made.

Mr. Nicolle.—We would prefer to have the thing on a purely business
basis. With the actual offer they get from home Government have the ex-
change risk to face. With us, they have not. We prefer not to have any
unnatural condition introduced which would give the Railway Board reason
to say that they were being forced to show us special consxderatlon in com-
paring our prices.

President.—That is to say you would prefer the current rate of exchange
at the time being taken for the purpose of comparison.

Mr. Nicolle—Yes.
. Brection charges.

Dr. Matthai.—The obvious difficulty is that the Rallway Board may
assume an arbitrary rate for erection charges. There is another point. The
wagons come from the United Kingdom. They mlght come in one stage of
erection and you might be delivering things here in a more advancéd stage
of erection. There might be more nvettmg done on your wagon than on the
imported wagon? If a comparison is made both the Indian and the imported

wagons must be in the same stage of erection.

Mpr. Nicolle.—Normally I don’t think that gives rise to any difficulty.

Dr. Matthai—You don’t make a apecia.l point as to the particular stage of
erection.

Mr. Nicolle—~1 don’t think that it arises.

Dr. Matthai.—I remember this point was raised before us by one of your
representatives in 1925, .
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Mr. Nicolle.—1 don’t quite see the point.

Dr. Matthai.—You have really done more erection than they have.. That
was in 1925. A

President.—If we were to go into the question of erection charges in any
very great detail, difficulties would arise. .

Mr. Nicolle.—It is impossible because the Railway Board do not know
their costs. ' .

President.—If we take the figure given by the Railway Board, you would
accept that. For C-2, they have given erection charges as Rs. 207-7.0. Of
course it varies for different types. .

Mr. Nicolle.—We would accept that. Of course new types may give rise
to difficulties. I think in that case the Railway Board might let us know
before we teiider what allowance they propose to make.

President.—If there was any considerable variation in the erection
charges—I am not speaking of Rs. 5 or Rs. 10 because under the Stores Rules
Government Departments are entitled to ignore small differences in placing
contracts in India—you would wish the Railway Board to give you informa-
tion before tenders were asked.for.

Mr. Nicolle.—The erection charges according to these figures are some-
where in the neighbourhood of 8 per cent. of the value landed. Therefore
10 per cent. on that would be 1 per cent. on the price and one per cent. on
the price is very often enough to make us lose the order. 'When new types
come up for tender, I think that the Railway Board ought to discuss the
matter with us.

President.—You wish to be given an opportunity to protest if the erec-
tion charges seemed to you to be unreasonably low,

Mr. Nicolle.~Yes. )

President.—If we base our proposals on the supposition that for C-2
wagons the erection charges are Rs. 207-7-0, the only variation you suggest
is that our recommendations should include a clause stating that in the
event of any new types any considerable variation in the percentage of costs
should be brought to the notice of the wagon companies before tenders are
called for.

Mr. Nicolle.—The Railway Board seem to vary their erection charges
extraordinarily for different types of wagons.

Dr. Matthai.—Part of your point is that if tenders are called for, at the
time when tenders are called for, there must be a statement of the allowance
that would be made for erection charges.

Mr, Nicolle.—Yes. We should like the Railway Board to state what allow-
ance they are making.

Dr. Matthai.—When do you want them to state it?

Mr. Nicolle.—When they call for tenders—earlier if possible so as to give
us an opportunity, if we find that they are underestimating the case, of
pointing out to them that there is a bigger job in the erection than they
imagine.

Fiéing the output of the various works.

President.—You state another proposition here. You suggest that the
practice of certifying certain works for certain outputs cease as there is a
penalty for late delivery, and this ought to be an effective deterrent to firms
making offers of deliveries which they are unable to achieve. What is the
penalty for late delivery?

Mr. Nicolle.~~We do not know from memory. We will let you have that
if you want.

President.—We should like to know that. There must be some reason for
certifying the capacity of the works. It occurs to me possibly the reason is
that the penalty for late delivery is mot sufficiently deterrent. Have you
any information whether it is enforced or not?
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Mr. Nwolle —We beheve certain firms have complained of having to pay
penalties.

President.—If the practlce of certlfymg ceases, it seems to me reasonable
that the penalty should be rigorously enforced in every case unless the default
is due to some accident. i

Mr. Nicolle.—That is all we have asked for. Supposing one has a strike,
no firm in the world can promise delivery.

President.—But usually?

Mr, Nicolle.—We will always give delivery up to time unless some act of
God prevents us.

President. —Have you any knowledge how long this practice of certifica-
tion worked? :

Mr. Nicolle.—Since the Indian Standard Wagon Company re-opened, cer-
tainly since the bounty system was in operation. Ever since then we have
had this system of certification.

President.—That was in connection with the bounty system, but with the
abolition of the bounty system there would not be any necessity for it, would
there?

Mr. Nicolle.—I don’t think so.

Dr. Matthai.—Supposing next year you are going to have total orders for
about 3,000 wagons in this country and you are able to produce 2,500 and
Messrs. Burn and Coimpany gets the rest, then the third@ man may be knocked
out altogether. The whole point of the certification system is that there
should be some basis on which works could be distributed amongst the wagon
building firms, so that if it was found that one of them was unable to get
orders in a particular year, which would be & very serious blow to the whole
industry because there are only few people in it,.....

Mr. Nicolle.—I don’t quite follow why it is a blow to the industry.

Dr. Matthat.—Because in an industry which caters for public requirements,
it is a great danger that a single firm should get all the orders.

‘Mr. Nicolle.—The Railway Board would not complain if Burns and Stand-
ard Wagon combined and arranged the price if they have other competition
to face.

Dr., Maithai.—If the policy of certification ceased all the orders would
come to you; nobody else would get them. If the total demand in a year was
3,000, you would state your capacity to be 3,000 and Government would
have to accept that estimate.

. Mr. Nicolle.—I don’t quite see the exact point that you wish me to meet.

Dr. Matthai.—The point is that if the Railway Board’s reqguirements
are less than the number of wagons mentioned in your concluding paragraph
there is an element of danger if we do away with the policy of certification
because. the distribution of orders amongst the tenderers must be made on
some basis. " Supposing you quote the lowest tender and you say your capa-
city is 3,000 then in that case no other wagon builder in the country would
get any ‘order.

- Mr. Nicolle.—~That might happen whether certification is enforced or not.
Suppos;ing the number of wagons available is only 1,000 the order must come
to one firm.

Dr. Matthat.—If you estimate the demand at 1,000 certainly that difficulty
would arise but if you assume a normal number like 3,000 then if we distri-
bute in the proportion of say 1,500 to Standard, 1,000 to Burns and 500 to
Jessops all would get a reasonably economic distribution of work.

Mr. Nicolle.—Surely it is open to the Railway Board to do that.

Dr. Matthai.—They. must have some basis and I suggest to you that the
rea.sonable basis is the basis of output.
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Myr. Nicolle.—A great objection to this certification system is that it pre-
vents manufacturers from getting the economies which a business man should
be able to effect.

Dr. Matthai.—The whole point is this. During this period when you sare
depending 8o much upon assistance some kind of manipulation of that kind
is unavoidable.

Mr, Nicolle~The Railway Board do not bind. themselves to accept the
lowest tender. They know really what our works can do and if there is any.
doubt they can consult the Stores Department but the actual distribution
of orders is purely an arbitrary matter in the bands of the Railway Board, is it
not?

Dr. Matthai.—Of course the Railway Board has got to use its discretion.r

Mr. Nicolle.—That is a thing of which we make no grievance. We cannot
fetter the Railway Board in the ordinary purchase of their materials buf we
don't like the Stores Department to certify that we can only make 2,000
when we know perfectly well that we can make 2,500 wagons.

Minimum orders necessary to keep works open.

President.—In the next paragraph you say *‘ If the quantity of work avail:
able in the near future is sufficiently small, it would seem that even if the
suggested import duty were imposed, without a bounfy in addition we should
be unable to keep our works open without loss.” Can you give us any idea
as to the minimum number of wagons for which, if orders were placed with
you, it would be worth while keeping your works open without loss?

Mr. Nicolle.—We have mentioned in our letter of the 29th April that
Rs. 40 lakhs would be the least turnover on which we should incur no loss.
1 eay at the level of prices maintaining when we got the last orders for
'1.750 wagons, that is November 1925, we could just make both ends meet
if we turned out about Rs. 40 lakhs worth of wagons.

President.—The phrasing of your letter is a little doubtful. If you:did
not ggt Rs. 40 lakhs worth of orders per annum would you eventuslly close
down your workse?

Mr, Nicolle.—I should not like to bind the directors by any offhand state-
ment here but I think it would be a very doubtful proposition if it was less
than that.

President.~Could you give us the minimum which ‘would be essential to
keep it open? .

Mr. Nicolle.—Y think when one gets near the marginal figure it becomes
so much & matter of exercising judgment that it is impossible to state in
sdvance what it would be, and one would have to put & question like that
to the directors. It is a big matter to close the whole works. One might
show on paper that Rs, 30 fakhs worth of orders would eventually mean a
loss of, say, Re. 10,000 a Eear but the majority of the directors might be of such
mentality that they might say *‘ Let us Lkeep our works open although we
may lose Rs. 10,000.” :

Foreign competition.

President.—As regards foreign competition you say ** while the Railway
Board's requirements are less than the number of wagons mentioned it would
be only fair that if foreign makers offer rolling stock at lower prices than
Indian manufacturers the latter ehould be offered work at the import price.’
I take it that you do not mean to imply that in every case you should be
given the option of accepting orders at the lowest foreign price. This state-
ment is made only to save you in case there is a definite effort to compel
you to close your works by dumping foreign weagons. Is that correét? .
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Mr. Nicolle.~—Not altogether. It contemplated that during this diffieult
period the Railway Board should extend a little more consideration to us.
I think you discussed ‘this point with the Railway Board last yesr and they
pointed out the obvious difficulty. Mr. Parsons in giving evidence said ** Qur
name would be mud in all the markets of the world if we called for tenders
abroad and then gave the orders to the Indian firms.”” There is that difficulty"
and we recognize that. But I think that might be met by a proviso that the
original Indian tender should be a reasonsble one. The Railway Board can tell
at once if the Indian prices are unreasonable,

President.—You do not desire that it should be laid down definitely that
even if the import prices are below the Indian companies prices the order
should be placed at that price with the Indian companies?

Mr. Nicolle~—I ask that they should be given the refusal of the work on
the import price.

President.—You mean this should be placed on record, that is to say it
should be definitely laid down in every case that this should be done.

Mr. Nicolle.—No. I do not suppose you can do that. It will place the
Railway Board in an awkward position in the markets of the world because
the foreign manufacturers will say what is the good of quoting if the work
is going to be offered to somebody else.

President.—But it would also enable the rival companies out bere to quote
a higher price in the knowledge that whatever they quote they would still
get the order?

Mr. Nicolle.—I say a proviso could be easily introduced that provided the
original Indian tender be a reasonable one they would get the order. If we
went and quoted Rs. 5,000 per wagon knowing that we are going to get the
refusal of the import price, the Railway Board would say Rs. 5,000 is not a
reasonable price and we are not going to offer you the order at all.

President.—That is to say all you survest is that no definite rules should
be laid down but that Government should recognize that you are in a diffi-
cult position and whatever be the cause of that, as your sole customer they
should exercise discretion in the matter?

Mr. Nicolle.—Exactly.

President.—Not that in every case they should place the orders in Ingia?

Mgz, Nicolle.—No. I do mnot think it wonld be reasonable to expect the
Railway Board to tie their hands in that way.

Costs of the Indian Standard Wagon Company to be taken as typical.

President.—In the course of the previous examination the President,
Mr. Ginwala, suggested that as the Indian Standard Wagon Company’s costs
appeared to be lower than the costs of the other companies, it would be
reasonable to take their costs and base our proposals on them.

Mz, Nicolle.—Yes.

President.—And he pointed out that there was some difficulty in estimating
the cost of Messrs. Jessop and Company and Messre. Burn and Company,
and that the Indian Standard Wagon Company’s costs were the most suitable
to our purpose. At that time Mr. Balfour did not give us any definite reply
I think. We would like you to consider it and let us have a reply.

Mr, Nicolle.—Messrs. Burn and Company would be prepared to stand by
whatever the Indian Standard Wagon Company says.

President.—Do I understand that Burn and Company would be prepared to
consider any proposals made on the supposition that whatever protection
was required for the Standard Wagon Company would also bs reasonable for
Bumns, and you won’t object to our proposals being based both for Burp and
Company and the Indian Standard Company on the Standard Wagon *Com-
pany’s costs? i C .

M. Nicolle.—Yes. We would have no objection.
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Eztra expenditure regquired to deal with the narrow gauge orders.

President.—You estimate an expenditure of Rs. 75,000 on block would be
necessary in the manufacture of metre gauge wagons. What does that mean?
What is that mainly for?

Mr. Nicolle.—As I mentioned earlier, & metre gauge wagon is very much
like & broad gatge wagon in miniature and when you come to larger numbers
of metre gauge wagons that you turn out, you need more 'erectin%lroom and
we have to spend money in increasing our erection space not actuslly erecting
new buildings but for equipping them for work in connection with the erec-
tion of metre gauge wagons. They have to be erected and then dismantled;
they are not just erected and pushed away on their own wheels. That means
extra space under electric cranes and some special device on which one can
erect the wagons; you have no wheels to work on and one has to build benches.
Then comes the question of painting “these after dismantling; we have to
buy another electric overhead crane to give us more space in which to handle
heavy weights. These are the princip«s items of block expenditure.

Dr. Matthai.—As regards cranes and so on could you not use all those
broad gauge things? You had cranes and so on for broad gauge?

Mr, Nicolle.—We want sadditional ones to get the same turn over in
rupees out of metre gauge wagons. That means handling a larger number
of heavy weights and one must have a larger area served by overhead cranes.

Dr. Matthai.—Do I understand then that this fresh expenditure which is
required for metre gauge wagons would actually be necessary if you have
enough output in metre gauge wagons in your works? This year you have
got 1,800 wagons; you are not going to take any other work except this
order for 1,800 wagons and I don’t understand why you want any additional
space or any additional lift or tmnsimrt machinery. Can you not use
your broad gauge machinery for this 1,800 metre gauge wagons?

Mr. Nicolle.—No, because we have promised delivery of the first 1,046
metre gauge wagons over & building period of four months. I mentioned that
so far as rupee turnover is considered that is equivalent to going on full
capacity. That is equivalent to a rate of 2,500 broad gauge wagons a year.
But the metre gauge wagon means more heavy lifts per rupee turned-over.

President.—You will be working up to capacity then?

Mr. Nicolle.—~We had to promise early delivery. This 1,048 wagons are
for two company owned railways who for some reason want them delivered
in December.

o President.—That is working 9 months full capacity.
Mr. Nicolle.—No, 4 months only.
President.—Is that not from August onwards?

Mr. Nicolle.—I doubt whether we should deliver in August. In Septem-
ber, October, November and December we have to deliver 1,046 metre gauge
wagons. Those in price are the equivalent of going at the rate of 2,500
wagons & year, In the case of metre gauge wagons there are more heavy
lifte per rupee of turnover.

President.—You would be working full eapacity from when?

Mr. Nicolle.—We sare very slack now. We ghall not be anything like
approaching busy until about July. We should begin to turn-out wagons in
Beptember and be busy delivering up to the end of December. We should
be fairly busy in January and February and spin it out until March in the
‘hope of getting more orders in the next financial year. If we do not get them
we will finish everything in February.

President.—You will finish it in three guarters of a year.
Mr, Nicolle.~—Say 8 months,



108

Cost of jigs and dies required.

President.—Now the cost of new jigs and new dies for this year's contract
is approximately Rs. 55,000. Would you not require new jigs and dies?

Mr, Nicolle.—Yes.

President.—In any case your jigs and dies, won't they wear out?

Mr. Nicolle.—Not to any extent. The chief expenditure in making a jig
is the expensive labour and expensive supervision you have got to put in
it to make sure that it is of the exact size.

President.—So that this extra Rs. 55,000 is really an additional expenditure
which you would not have incurred otherwise.

gg. Nicolle.—It would not have been incurred had we gone on with C-2
or .

President.—What about this Rs. 60,000?

Mr. Nicolle.—It would have been necessary to spend that amount in special
drilling machines had Burn and Company, Limited, not been willing to con-
tract for work which necessitates these machines.

President.—I asked you to frame an estimate for 1,800 to 2,000 wagons.
Could you also give us exactly similar estimates for 2,500 wagons which is
your capacity. ' .

Mr. Walker.~—Yes. )

President.—Jt is no use asking you to give us an estimate of the cost of
8 narrow gsuge wagon.

Mr. Nicolle.—As regards the metre gauge wagon, we have an idea of what
it costs. It is all hypothetical. ‘ o

Orders for spare paris.

Dr. Matthai.—In the Assembly Session in February I noticed Sir Charles
Innes referring to conversations between the Railway Boasrd and the wagon
manufacturers as to the number of miscellaneous wagons and uvnderframes
and so on, that would be placed in India as & sort of compensation to wagon
manufacturers. There was & reference made to spare parts that all the orders
for spare parts which can’t be done in the railway workshops would be placed
in India. Has any share of the work come your way?

Mr. Nicolle.—No.

Dr. Matthei.—None at all so far. .

Mr. Nicolle.—No. The ‘@&, I. P. has invited tenders for certain spare
parts but the tender has not yet been submitted. It is not a large enquiry.

President.—What are those spare parts?

Mz, Nicolle.—Various things.

President.—Forgings.

Mz, Nicolle.—One or two springs and largely forgings.

Dr. Matthai.—You have not had any kind of estimate given to you by the
Railway Board sbout possible orders for 1928-29.

Mr. Nicolle.—No.

President.—Am T to understand that you have no orders of any kind from
the Railway Board for 1928.29?

Mr. Nicolle.—No,

Castings.

President.—We asked you last year for quotations in regard to the cast-
ings in connection with our enquiry into the Steel Castings Industry. Can
you give us sny later quotations for axle boxes?

Mr. Nicolle.—Yes.

President.—Would you mind sending us & statement?

Mr, Nicolle,—No.
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President.—~Would you state whether they are wrought iron axle boxes.
or steel? We had evidence the other day that & large number of axle boxes:
imported were made of wrought iron.

Mr. Nicolle.—They are semi-steel or malleable iron axle bozxes. They won’t
compare with your previous price, because they are of the metre gauge stock
and for carriage underframes they are of different size from I. R. C. A. type.

President.—You cannot send ue any recent comparable prices.

Mr. Nicolle.—X am afraid not.

Dr. Matthai.~—For the metre gauge wagons what size of axzle box do yow
require ?

Mr. Nicolle.—7 x4.

Dr. Matthai.—~You cannot give us any quotation for 9x4i.

Mr. Nicolls.—That is & carriage underframe, I think,

Dr. Matthai.~Can you give us any quotation for 10x5?

Mr. Nicolle.—I shall look that up. .

Dr. Matthai.—If you cannot give us for 16x5, please see if you can give
for 9x4}. You might be ordering axle boxes for these metre gauge wagons.
Have you formed any impression as to whether prices of steel castings on the
Continent have arisen since sbout & year ago?

Mr. Nicolle.—No. I cannot eay that I have formed any impression. Most
of the things are not directly comparable this year with those purchased last
year and it was really not a thing we had to consider in the ordinary course
of business.

Dr. Matthai.—Have you placed any orders with the Hukumchand Electric:
Steel Works for any sxle boxes or any castings that you require in connection
with your present orders?

Mr, Nicolle.—No. They gave us a price. We told them that it was about
60 per cent. in excess of the price offered by Continental manufacturers and
that we presumed that this business would not interest them. We had no
reply to that. The Manager has not been to see us again, Presumably they
are not interested.

Dr. Matthai.—How long ago was this?

Mr. Nicolle.—~A month ago. He came in and saw me about the question
of quoting for this rolling stock. He wanted me to put in & special price
to the Railway Board for vehicles fitted with British steel castings as opposed
to Continental. I told him that I would put in any figures which he chose
to supply, but that my business was merely to submit the lowest tender to-
the Railway Boerd.. If he gave.me the price for his steel castings, I would
tell the Railway Board in the accompanying letter that if they adopted Indiam
steel castings, they could have the vehicles at such and such a price, but
be never gave me the price and the matter dropped.

Bolts and Nuts.

President.—Do you manufacture nuts and bolts in your shop?

Mr. Nicolle.—Not nuts, but we do make bolts.

President.—For sale?

Mr. Nicolls.—Yes.

Fresident.—What is the amount you manufacture in a year approximately?

Mr. Nicolle.—I am afraid I have not got any figures for that.
10 Z)ruidan!.—-You could not even give us an approximate estimate, say 5 or

ns.

Mr. Nicolle.—~We could give you a figure, but not a very accurate one, I
sm efraid, ’

President.—You say you manufacture them for sale, Do you compete with
'thg st;ndnrd sizes imported or do you merely manufacture for accommodation
orders .
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Mr. Nicolle.—Generally they are orders for odd size bolts that we compete
for. We have occasionally in special circumstances supplied bolts of a more
or less ordinary size, simply because the railways found themselves short
and had to get them in a hurry as they could not get them from the bazaar.

President.—Is it s profitable business to sell bolts and nuts or are you
merely working to carry overhead? : R ’

tMr. Nicolle.—We almost always make a profit on any actusl order that we
get. LY :
-President.—I suppose you have no separate accounts for bolts and nuts.
Mr. Nicolle.—I am afraid nof.

President.—In a C-2 wagon could you give me any idea of the amount of
bolts used? ‘ B ’ ’ ’

Mr. Nicolle.—Sometliing very small. )

President.—Supposing for argument the duty on nuts was increased say
from the existing 10 per cent. to 20 per cent., would it make any appreciable
difference in your cost?

Mr. Nicolle.—Speaking offhand I don’t think it would affect the price by
more than & few annas. I would look that up for you.

President.—Have you got amy quotation for bolts?

Mr. Nicolle.—Yes. :

President.~—Which is the standard?

Mr. Nicolle.—%, § and } are mostly imported. :

President.—I understand that the prices do not vary according to length
at all. It is entirely according to diameter.

Mr. Nicolle.—That is so.

President.—Would you let us have quotations for those 8 sizes?

Mr. Nicolle.—Yes. .

President.—You would not put in any application in respect of bolts and
nuts asking for compensating protection or tariff equality.

Mr. Nicolle.—No, we didn't make any application.

President.—I presume that it is because your output is comparatively
small and any variation of duty would not affect you much.

Mr. Nicolle.—We could not produce costs to substantiate any application.

Dr. Matthai.—How is it that you make bolts without nuts? Do they nob
go together? ) -

Mr. Nicolle.—We buy the nuts separately. The machine that we use for
making bolts is not the same as that for making nuts.

Dr. Matthai.—Why don't you attempt to make your nuts as well?

Mr. Nicolle.—I couldn't tell you. It is a very small thing. We neves
bothered ourselves much about nuts. .

Dr. Matthai.—It was not that it was not worth while to make your own
nuts. ’ ‘ oo

Mr. Nicolle.—It is a very small thing. We never really considered that
as & business proposition. We have had an instinct that there is not very much
in the Bolt snd Nut trade. We have never gone intc the ecopomic side
carefully because it is only a small branch of a big work.

Dr. Matthai—~I find from the trade figures that about 10,000 tons of
bolts and nuts come into this country. It is a fairly big proposition for a.
big engineering firm like you. I should have thought that it was an -attractive
line of development. Why is it that the idea never ocourred to you.

Mr. Nicolle.—Perhaps because we have got 8 lot of other things to attend
to. One is faced with all sorts of possibilities of business venture investiga-
tion of which is limited by the amount of time at one's disposal. We have
developed our trade in other-directions. We have considered it in a vague
sort of way, but not seriously.
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Dr. Matthai.—May I ask another very small question. If you take a
ewt. of bolts and nuts, could you tell me roughly how much is the weight
of nuts and how much is the weight of bolts? )

Mr. Nicolls.—I have got s table worked out.

Dr. Matthai—I should like to see it very much.

Mr. Nicolls.—Yes.

President.—Could you give us any information as to the life of dies in bolt
making?

Mr. Nicolls.—Yes, we could probably tell you that, but it won’t be accurate
information. Any information on the life of a die is very untrustworthy.

Dr. Matthai.—We were told the other day that it could not exceed two
months. Do you consider that a correct statement?

Mr. Nicolle.—1 suppose he was not talking of fish bolts. For ordinary bolts

I should think probably it was quite s reasonable figure. They are pretty
chesp dies.

o [ 2 - L ) - - L] -

Dr. Matthai—~You know the way the item Railway Plant and Rolling
Stock is worded in the Tariff Schedule. It has an ad valorem duty of 10
per cent. and that applies to component parts too. Supposing we raised the
duty on bolts and nuts, would bolts and nuts imported along with wagons
come under this item or not? I do not see any difference between bolte
and nuts that you use for a railway wagon and those that will be used for
any other purpose. I take it that they will come under the general category.

Mr. Nicolle.—Yes. :
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IIl.—Messrs. Jessop and Company, Limited.
A, —WRITTEN.

(1) Letter dated 29th April 1927.

Referring to our informal discussion with the Board on the 22nd instant.
We wish to make it clear that the support in the form of bounties we have
received during the past three years has enabled us to consolidate our
position as wagon builders, and were it not for the uncertainty of the demand,
the adverse incidence of the Steel Tariff and the secret subsidy extended
to the foreign manufacturers by the Shipping Companies through the Govern-
ment of India, we should feel that our future was secure.

‘We suggest therefore to overcome the temporary uncertain demand, the
procedure recently adopted of calling tenders in India only for miscellaneous
requirements be continued until such time as the Government are in the
market for standard wagons to the number of 6,000 per annum.

The adverse influence of the Steel Tariffs can be removed by an increase
of 2% per cent. on the present revenue tariff of 10 per cent. on wagons
and underframes, making the duty 121 per cent.

The freight subsidy extended to foreign manufacturers can be rescinded
by the abolition of sterling f.o.b. tenders.

We also think as the Railways in India are practically speaking our
only buyers that should Indian tenders in any one year be higher than
" prices offered by manufacturers abroad, the Indian tenderers should be given
an opportunity of accepting orders at the rupee price tendered for foreign-
made wagons,

The output at which we can manufacture most efficiently, that is at the
lowest conversion cost per unit, is from 1,000 to 1,200 broad gauge wagons
per annum or their equivalent in carriage underframes and bogies represent-
ing in Rupees approximately 40 lakhs. To merely keep our labour together
and work to cover some of our charges only an order for 500 wagons annually
would meet the case, provided some consideration were allowed as to price.

‘We regret we can give no figures of actual up-to-date costs as our existing
contracts owing to the coal strike are barely eomplete nor have we any
metre gauge costs for the year 1926 as we had no orders in hand.

The following orders were received during March 1927:—

G. I. P. Railway. :
123 carriage underframes with- bogies. Average price Rs. 9,571 each.
13 carriage underframes (four-wheeled). Average price Rs. 2,792 each.

E. 1. Railway.
39 carriage underframes (four-wheeled). Average price Rs. 2,732 each.

E. B. Railway.
54 carriage underframes and bogies. Average price Rs. 10,055 each.

12 carriage underframes but only 10 bogies instead of 12. Lump sum
Rs. 1,18,148.

43 carriage underframes (four-wheeled). Average price Rs. 2,479 each.

The total value of the orders being Rs. 20,87,792.

We would mention before closing that we are anxious to see the necessity

for comparing Sterling and Rupee tenders disappear by the introduction of
the Rupee tender for all Government requirements.
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(2) Letter dated 7th May 1927.
At our oral examination on the 6th instant -the Board requested us to
furnish the latest prices for imported * * * * cast steel axle-boxes, We

have pleasure in enclosing ®* * * * copies of two cables between ourselves
and our London Office on the question of axle-boxes and other fittings,

We trust this is the information you required.

Copy of Cable No. 990, dated Calcutta, 5th March 1927.

Referring to Indent No. 28-G. at what percentage up or down can you
repeat it bqt for 123 units instead of 93 as last reply by wire before Thursday.

Copy of Cable No. 466, dated London, 9th March 1927, .

Re your Cable No. 990 re Indent No. 28-G. prices unchanged excepting
following increases Vacuum Brake Gear 40 per cent. Steel castings 30 per cent.
Check Springs 15 per cent. Buffers Axle-Boxes 3 per cent. Bogie Sole Plates 74
per cent. Axle-guard Btiffeners 10 per cent. .

(3) Letter dated 7th May 1927.

At our oral examination on the 6th instant the Board requested us to
furnish the latest prices for imported bolts and nuts * * ., We have pleasure
in enclosing & sheet tabulating the cost for bolts and nuts since January this
year.

We trust this is the information you required.

Borrs aNp Nuzs.

Cost per cuwt. landed at our Works.

—_ ‘ Continental, |  British.
Rs. A. Rs. a.
4 . e 17 12 -
1 . S e e 13 8 20 0
1 Ce e 11 12 16 12
y e e 11 2 14 6
1 e e . 10 8
1 . e e 10 6 .

a2
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MESSRS. JESSOP AND COMPANY, LIMITED,
B.—OraL,

Evidence of M. C. I. RODDICK, recorded at Calcutta on
Wednesday the 11th May, 1927,

Orders recerved.

President.—In your letter of the 29th April 1927, you have given us a
_list of orders placed by Government with you for about 284 underframes of
different types.

Mr. Roddick.—Yes.

President.—The orders were received by you in March 1927,

Mr. Roddick.—They were received before the 31st of March 1927.

dPresulent —And your works are still occupied on your previous wagon
orders

Mr. Roddick.—The Dum Dum works are occupied on underframe orders.
We also do, say, about 200 wagons a year at Jamshedpur. They have run out
of work,

President.—These underframe orders are being at present undertaken at
the Jamshedpur warks.

Mr. Roddick.—Do you mean this new lot?

President.—Yes.

Mr. Roddick.—Some are. The small four-wheeled underframes we put up
at Jamshedpur.

President.—That is what I am asking,

Mr. Roddick.—Only the four-wheeled underframes.

Dr. Matthai.—All the four-wheeled underframes are done at Jamshedpur.

Mr. Roddick.—Yes.

President,—For how long will that occupy your works at Jamshedpur?

Mr. Roddick.—Since we started on this partlcular wagon order which we
are now completing, that is 351 A-1"wagons, they have daveraged 38 wagons a
month. There are only about 93 four-wheeled underframes among these.

President.—At present the only wagon work you are carrying out at
Jamshedpur is in connection with these 93 four-wheelers.

Mr. Roddick.—We are going to. carry it out.

President.—You have not started yet. :

Mr. Roddick.—No. We have not got the material. Another serious thing
with these four-wheeled underframes is that we cannot get the drawings.

President.—At present your Jamshedpur works are not working at all."

Mr. Roddick.—Not on wagons.

President.—Or \inderfljames?

Mr. Roddick.—They have never done long underframes.

President,—When do you think you will be able to start on these four-
wheeled underframes?

Mr, Roddick.—Our promised dates of delivery commence in October this
year. We are now getting on to May and yet we have not been able to
order the materials because of the delay in getting the drawings.

President,—You have received no drawings.

Mr. Roddick.—We have received drawings, but they are all inaccurate.

President.—Is there any reason for that?

Mz, Roddick.—The usual desk work.
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Dr. Mgtthai.—There is nothing new about these drawings.

My. Roddick.—There is nothing new. But they are not of the I. R.'C. A.
standard type. )

Dr. Matthai.—There is no I. R. C. A. standard for underframes.

Mr. Roddick.—Yes there is. In this case they have departed from that."

Dr. Matthai.—That might account for the inaccuracy of the drawings.

Mr. Roddick.—It might be accounted for in this way. You have heard of
the talk about centre buffers. They are trying to make these new wagons—the
four-wheelers I am talking about now—adaptable for the centre buffer. That
means they have altered the draw gear on the wagon but we get a drawing
saying that the draw gear should be like so and so. That means the whole of
that drawing is of no use. It will have to be redrawn.

Dr. Matthai.—The purpose of the new design is to introduce the centre
buffers.

Mr. Roddick.—Yes. We quoted to proper drawings. We have not yet
received the drawings. We cannot get them. We have brought in the
Indian Stores Department—that is the Inspection Department—to assist us
in the matter of getting the drawings. We are under penalty for these
underframes and unless we get the drawings and order the materials now,
it is impossible to do anything.

President.—You say you are prevented from completing the order in time
because of the inaccuracy of the drawings supplied. Would the penalty be
enforced in that case?

Mr. Roddick.—It cannot be enforced. We have not signed the contract
yet. Invariably these contracts do not come in for six months. It takes so
much time to prepare these contracts. Before we sign the contract there will
have to be some correspondence showing how we have been delayed, etc.

President.—What is the capacity of the Jamshedpur works in terms of
wagons ?

Mr. Roddick.—40 a month.

President.—I1 should like, if possible, to get it inm terms of C-2 wagons.
Would it be 40 C-2 wagons? i

Mr. Roddick.—Probably 45 C-2.

President.—You manufacture only A-1 wagons.

Mr. Roddick.—A-1 and A-2, i.e., covered goods.

President.—You say 45 C-2 a month.

Mr. Roddick.—That is at Jamshedpur.

President.—Can you translate these four-wheeled underframes in terms of
C-2 wagons?

Mr. Roddick.—Yes. If you look at the details of these underframes you
will find that they are not all of one type. In the case of the East Indian
Railway order for 39 underframes there are two types and the same is the
case with regard to the Eastern Bengal Railway.

President.—When you are carrying out orders for various types—I mean
small orders for each type—it is a more expensive business than repetition
work. In the case of these various types, our position is also rather
difficult. We could not possibly estimate the fair-selling price of 7 or 8 types.

Mr. Roddick.~—It is impossible.

President.—For that reason we want to reduce everything to terms of one
common type.

Mr. Roddick.—Yes. Formerly the Tariff Board based their figures on A-2.
As far as C-2 is concerned, the whole of that is almost exactly the same as A-2,
except that the latter are covered wagons.

President.—Any calculations in terms of C-2 would be merely a rough
guide,

Mr. Roddick.—Yee.



116

N

President.—Would you say that these four-wheeled underframes are equal
to so many C-2 wagons?

Mr. Roddick.—No, they are less-than C-2.

President.—~Would a four-wheeled underframe be equal to 4 ] 5ths -of a C-2
wagon P

Mr. Roddu:k —Yes.

Dr. Matthai.—It may be a little more than 4/5ths. There is not such a big
difference as {th. v

Mr. Roddick.—Between £ths and unity.

President.—Therefore these orders which you have for Jamshedpur, if they
were for C-2 wagons instead of underframes, would only keep the works
employed for a month?

Mr. Roddick.—There are 93 of them.

President.—Say two or three months?

Mr. Roddick.—1f they were all of one kind and if we had an order.

President.—This order for 93 four-wheeled underframes will not keep you
occupied for more than two or three months.

Mr, Roddick.—This particular order will keep us employed for a longer
period. It is difficult to get output in such small quantities. On this parti-
cular lol we extended the delivery in order to keep the works employed till
the 31st March. Knowing that we could not get any orders for wagons we
simply spread out at 10 a month.

President.—Supposing your Jamshedpur works worked at full capacity,
and you had to execute this order for 93 underframes .

Mr, Roddick.—Then we would do at the rate of 43 a month.

President.—It would take a little over two months.

Mr. Roddick.—Yes.

President.—Your Jamshedpur works would be fully employed for two
months on wagons or underframes.

Mr, Roddick.—Quite so.

President.—As regards your Dum Dum works, the balance of underframes
will be executed there.

Mr. Roddick.—Yes.

President.—What is the capacity of the Dum Dum works?

Mr. Roddick.—30 underframes per month,

President.—On an average you consider that an underframe—excluding
for the moment the four-wheeled underframes—is equal to how many C-2
wagons ?

Mr, Roddick.—Fully three; perhaps a shade over three,

President.—All these underframes are broad gauge?

Mr. Roddick.—Yes.

President.—The narrow gauge underframes would be equal to how many
C-2 wagons?

Mr. Roddick.—2}.

Dr. Matthai.—At the rate of 30 underframes a month, in terms of wagons
it gives a capacity of 1,000 a year,

Mr. Roddick.—1,000 to 1,200 a year.

President.—The balance of very nearly 200 underframes is equal to about
half your capacity. .

Mr. Roddick.—Exactly,

President.—So that neither of your works would be fully employed.

. Mg Roddick.—Our works from now to the 3lst March will be fully em-
ployed.
" President.—That is because you have a balance of orders.

N
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Myr. Roddick.—Because we have already 93 in addition to those whick
were booked last month. :

President.—93 carried over?

Mr. Roddick.—Yes, from April last year.

President.—You have also some wagons. You have not delivered all your
wagons, have you?

Mr. Roddick.—The Garden Reach lot has all gone. As regards the other
lot, at the last moment a point was raised. The North Western Railway
suddenly asked us to transfer the balance of 50 to the South Indian Railway
and it took us three weeks to get clear instructions.

President.—So far as the Dum Dum works are concerned, you have got a
balance of orders for underframes.

Mr. Roddick.—Yes. -

President.—And no balance of orders for wagons?

My. Roddick.—No.

President.—You have roughly something under 200 underframes this year.

Mr. Roddick.—The actual number is 189.

President.—How long will that keep you going?

Mr. Roddick.—Fully up to 3lst March.

President.—Fully employed?

Mr. Roddick.—As hard as we can go.

President.—The position is that the Jamshedpur works and also the Dum
Dum works will be fully employed?

Mr. Roddick.—Yes, up to the 31st of March.

President.—In your Jamshedpur works, do you manufacture anything in
the way of spare fittings?

Mr. Roddick.—The Jamshedpur works manufacture all the angles, forg-
ings, etc., required for the wagon.

President.—The Government of India stated that they placed orders for
spares, fittings and so on in the country.

Mr. Roddick.—~We cannot do that in Jamshedpur. We can make these
fittings at Howrah.

Dr. Matthai.—Under your contract when were these 93 underframes for
the Great Indian Peninsula Railway expected to be delivered?

Mr. Roddick.—Under the original contract they bad to be delivered in
June this year. On this particular order also we were delayed on account of
the drawings. When I came out I saw the Agent and he gave us four months’
extension because of the coal strike. Under the new terms we have to com-
mence delivery 1n April.

Dr. Matthai.—~These underframes that you have shewn in the list plus the
old G. I. P, 93 underframes will keep your works at Dum Dum fully occupied
until 31st March 1928. .

Mr. Roddick.—Exactly.

President.—What about your Calcutta works?

Mr. Roddick.—As far as wagons are concerned?

R P;en'dent.—Al far as structural steel is concerned you have at Garden
each.

Mr. Boddick.—We have it here.

President.—~We don’t want to reopen the question of structural steel. Am
I right in considering the placing of orders so far as is possible in India for
structural material during the current year will compensate the firm to a
co:siderable extent for the reduction in the number of wagon or underframa
orders.

Mr. Roddick.—To some extent; but not to a considerable extent.
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President.—On the whole so far as they have it in their power Government
have -treated the wagon firms well.
Mr. Roddick.—We appreciate that they have done all they can to assist us.
President.—It is a very difficult situdtion.
Mr. Roddick.—Yes.
Capacity of works.

Dr. Matthai.—The opening of the Dum Dum works has increased your
total capacity by how much?

Mr, Roddick.—By fully 50 per cent.

Dr. Matthai—Your present capacity ta.kmg Jamshedpur and Dum Dum
together, you estimate at what?

Mr. Roddick.—1,500 to 1,700 wagons per annum.

Dr. Matthai.—So that it is increased by about 500.

Mr. Roddick.—Approximately 500 to 700, say between 50 and 60 per cent.

Dr. Matthai—Before the Dum Dum works were opened, your estimate
was about 1,000.

Mr. Roddick.—Yes, in the two places.

Dr. Matthai.—Is it your plan to concentrate on wagons in Jamshedpur?

Mr. Roddick.—We can only do wagons at Jamshedpur. We cannot do
underframes there.

Dr. Matthai.—In Dum Dum you can do both underframes and wagons.

Mr. Roddick.—Yes.

The firm’s application.

President.—Turning now to your application, there are three difficulties.
The first is the uncertainty of demand, the second is the adverse incidence of
the steel tariff and the third is the secret subsidy extended to the foreign
manufacturers by the Shipping Companies. The first two circumstances are
“fairly plain and we need not go into them further. What exactly do you
mean by secret subsidy?

Mr. Roddick.—They get the Government freight advantage.

President.—You say that the freight subsidy can be rescinded by the aboli-
tion of f.o.b. tenders. What exactly do you mean?

Mr. Roddick.—If they are made to quote in rupees c.i.f. they would have
to arrange their own freight.

President.—Why ?

Mr. Roddick.—They should do it if it is made that way. Of course on the
other hand if the Government so arrange that they can still use the freight
advantage, we are no better off. Our idea is that if we get a rupee tender
they must go to the open market for frelght They -cannot make use of the
Government. freight advantage.

Preszdem ~—1It does not follow necessarily, does it?

Roddick.—We have not been able to use the Government freight
adva.ntage Although the contract is for Government, yet we cannot get it.

President.—Your point is really this, in comparing the cost of the im-
ported foreign wagon with the Indisn made wagon, Government should take
into account the ordinary commercial rates.

Mr. Roddick.—That is the real point.

Dr. Matthai.—If it is a sterling tender, the Government of India takes
delivery at a British port and if it is a rupee tender the Government takes
delivery here that is your point. /

Mr. Roddick.—That is my pojnt and a grest point. It is not merely the
freight that we are up agsinst. ‘It is the f.o.b. payment as against payment
on a complete wagon here. We ‘do not get any payment whatsoever on the
wagons till we deliver them. In the old days, before the new regulations
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were issued by the Raiiway Board, they paid for the materials as they arrived.
They have abolished that. They use to always pay, say, 60 per cent. advance
for the raw material and the balance when the wagon was complete.

Dr. Matthai.—You mean you have to bear your interest on the whole cost
for four months?

Mr. Roddick.—More than that; we have to bear an extra four months
owing to the coal strike.

President.—Your proposal is that you should obtain compensatory protec-
tion against the steel tariff which you estimate would be covered by a duty
of 12} per cent., that is in reference to what I may call equalization when the
normal position is restored. As regards the intervening period I am not
quite clear from your application what it is you want. You say ‘‘ As the
railways in India are practically our only buyers, should Indian tenders in
any one year be higher than prices offered by manufacturers abroad, the
Indian tenderers should be given an opportunity of accepting orders at the
rupee price tendered for foreign made wagons.’” That is to say if the foreign
tenderer can quote a lower price after allowing for 124 per cent. than you
can quote, in that case the work should be offered to the Indian tenderer
during the intervening period at that price?

Mr. Roddick.—Not in the intervening period but always.

President.—Do you think in that case you will get many tenders from
foreign firms once they find that in each case orders are placed in India
although they tender at a lower price?

Mr. Roddick.—But the point is if the wagon demand is going up over 6,000
wagons there will always be something left for the foreign firms.

President.—It is possible that other wagon building firms may be estab-
lished, but even if they are not in the interim period the position would be
that the Railway Board would call for tenders; tenders from abroad would be
received and they might be lower than the Indian tenders but the orders will
be placed with Indian firms?

Mr. Roddick.—For the interim period you call for tenders in India only.
What we say in our representation is this, *‘ We suggest therefore to over-
come the temporary uncertain demand, the procedure recently adopted of
calling tenders in India only for miscellaneous requirements be continued
until such time as the Government are in the market for standard wagons
to the number of 6,000 per annum.”

President.—* In India only for miscellaneous requirements ’ I took that
as meaning fittings.

Mr. Roddick.—No, miscellaneous wagon requirements as well, just the
same as they have done this year where we could not compete against the
British manufacturer in these miscellaneous requirements because the British
manufacturer can lump these miscellaneous requirements in several big orders,
for Africa, Bouth America and so on, whereas we have nothing except these
few miscellaneous items.

President.—You see, there are only two wagon building firms in India;
would not that place the Railway Board at the mercy of the wagon builders
supposing we recommended and Government gave you a guarantee that, as
you suggest, until the number of wagons ordered reached 6,000 per annum
all the orders should be placed in India?

Mr. Roddick.—The guarantee that was issued for this one year contained
t:la f'ollowing clause in the finishing paragraph that * the price must be reason-
able,

President.—What would be a reasonable price, that is what I want to
know? If we were to recommend that all orders should be placed in India
provided the price was reasonable, the obvious thing to know is what is
reasonable price? The Tariff Board may well be ssked to suggest a reasonable
price during the next three years? o

Ur. Roddick.—T should say within 15 per cent.
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President.—That is. to say if a 15 per cent. duty was levied. . .

Mr. Roddick.—Assuming that the same calculations have been made be-
tween the sterling and the rupee tender for wagons which we have been
accustomed to for the past three years, our price for these miscellaneous re-
quirements would be higher by 15 per cent. and on that basis orders should
be placed in India.

President.—That is to say, in effect it would be the same thing as if we put
on a compensatory duty of 12} per cent. plus 15 per cent.?

Mr. Roddick.—That is it.

* President.—Actually what you suggest is that if in the interval a 27} per
cent. duty was put on, then you consider you would be in a position to meet
competition and you.would not press then that orders should be definitely
~ placed in India?

Mr. Roddick.—No. Such temporary period may be one or two years.
What I say is Government should take up a reasonable attitude as they have
done during this year in order that we may be able to carry on. We say we
ask for nothing more. If we are covered for this steel tariff we are prepared
to compete with all the world.

Dr. Matthai.—Supposing last year the price that you got for a C-2 wagon
was Rs. 8,000, now this year on account of the uncertain demand and the
- miscellaneous character of the demand, what do you consider should be taken
as a fair price for you?

Mr. Roddick.—Rs. 3,450,

Dr. Matthai.—That would be an increase of 15 per cent.?

Mr. Roddick.—Yes.

Dr. Matthoi.—Supposing we looked at it from the point of view of a duty,
that is to say, the problem before us was to fix a duty on wagons that would
fetch the Indian manufacturer a fair price, then the suggestion that you have
‘made of a 15 per cent. increase over last year would mean practically a 25 per
cent. duty?

Mr. Roddick.—Yes.

Dr, Matthat.—You would suggest a duty of somewhere about 25 per cent.?

Mr. Roddick.—That would be true if it were a question of duty. With this
extra 2% per cent. under normal conditions 124 per cent. should be the duty,
but I would rather not put it in words as 273 per cent. duty.

Dr. Matthai.—We wish to ascertain what you would consider a reasonable
duty.

My, Roddick.—We would not like the idea of your putting it as a 27} per
cent, duty. We are not suggesting a 273 per cent. duty, that is the point we
want to make clear.

President.—You are asking what in effect comes to the same thing, that
is to say you are asking for either 273 per cent. duty or in the alternative
12} per cent. duty plus 15 per cent. bounty.

Mr. Roddick.—Yes, it actually comes to that; the financial result is that
anyhow.

Dr. Maithai.—Supposing the Railway Board decided to place all the orders
here in India and in deciding on a fair price they got a quotation by cable
from the Director General of Stores in London?

Mr. Roddick.—That is no use; we don’t trust any quotation like that for
the simple reason that what happens is that the Director General asks them
““ Will you quote for these wagons’’? The man thinks to himself ‘ He
wants only quotations, perhaps it is not going to be an economical proposi-
tion ’’ and he quotes a faney price.

Dr. Matthai.—You won’t attach any importance to a hypothetical quota-
tion; that is what you mean, Then the only thing to do is to call for tenders
in’ whlch case the foreign manufacturers quote and the Railway Board take
the lowest tender and tell the Indian firm “ This is the lowest tender that we
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sre able to get from Home, are you prepared to take the order at that rate ”’?

Mr. Roddick.—Yes, plus some consideration.

Dr. Matthai.—Y am thinking of the usual commercial way in which the
thing can be done.

Mr. Roddick.—If the circumstances are normal I agree. The whole thing
is that you must remember the situation here, that we have no other market
and we cannot give any figures for heterogenous wagon orders.

Dr. Matthai.—~As far as you are concerned you would like us to tell Gov-
ernment that we conmsider, on an examination of the probable costs of the
miscellaneous requirements, that the Indian firms are likely to incur extra
cost of 15 per cent. plus 12} per cent. compensatory duty and that the Rail-
way Board in fixing the fair price at which to place orders ought to add 27}
per cent. to the lowest tender that they got from abroad, that is 17} per cent.
plus a revenue duty of 10 per cent. Supposing we fixed a duty of 274 per
cent., then if the Railway Board called for tenders, necessarily to the lowest
tender they got, they would have to add this 27} per cent. to enable you to
get a higher price. Have you any considered objection to a duty system?
As the President has pomted out to you in practice it makes no difference at
sll from your point §f view.

Mr. Roddick.—We would rather prefer a duty system to any bounty system..

Dr. Matthai.—Instead of leaving to the Railway Board or any other per-
son to say what is a fair price, we fix a tariff and necessarily whoever is the
purchasing authority has to take the duty into account and automatically
therefore you get the benefit of the fair price.

Mr. Roddick.—That is an ideal condition up to a point, but I don’t like
G;vemment to give us 27} per cent. duty although it amounts to that I
admit.

Fittings.

President.—~Besides wagons you manufacture fittings, do you not?

Mr. Roddick.—Yes.
President.—Do you manufacture these for sale? ey

Mr. Roddick.—Yes.

President,—~Taking your proposal as it stands that orders should ‘be placed
in India at a reasonable price do you consider that the sime- 15 per cent
should apply to these? ERIRE

Mr, Roddick.—No, because fittings are a different thing altogether Only
to-day we got an enquiry for 3,000 drawbar books. That in itself in bad
times is an economic enquiry. We do not want to say on the face of an enquiry
of this kind that we want 15 per cent. We shall be prepared to take 12}
for fittings. The compensatory of 24 per cent. is on the fittings just in.the
same way as it is on the wagons. As a matter of fact it is slightly more
because it is Rs. 28 a ton for the fittings against Rs, 19.

President.—You consider then that you can turn out fittings cheapér than
you can turn out fabricated steel ?

Mr. Roddick.—Thrown in with wagons. If there were no wagons in the
pool we could not do fittings at that price. There is more money spent in
rupees in converting fittings on the average than converting structural work.
Take an order like 3,000 fittings. We shall have to pool that up.

President.—Have you any guarantee that you will get an order for 3,000
fittings?

Mr. Roddick.—We shall certainly get orders for fittings to that amount if
Government adopts a policy of ordering fittings in India. They order enor-
mous quantities. I know of enquiries for fittings that have goné home for
which we were not asked to quote.

President.—You stated in your previous evidence that you agree that it
is almost impossible to dissociate fittings from the manufacture of wagons,
and that whatever duty was applicable to wagons should bé applicable to
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fittings, but now in. your statement regarding the protection that would be
necessary for wagons in the interim period some allowance should be made for
the manufacture of fittings which should bear a somewhat lower duty? You
say 12% per cent. for fittings should serve your purpose? .

"Mr. Roddigk.—1 do not quite follow what you mean.

President.—You were saying just now that if orders were placed in India -
for fittings you would not press for a duty of more than 12} per cent.
. * Mr, Roddick.—Tf we received the orders with wagons ‘too.
- - President.—QOn the assumption that you were getting orders for wagons
and also assuming that the question of protection of wagons could not be
dissociated from fittings, in estimating the duty which should be imposed both
on wagons and fittings some allowancé should be made for the fact that the
duty on fittings considered separately would be somewhat lower than the duty
on wagons. . Let me give it to you in figures. ' You stated just now in fact
that during the difficult period a 274 per cent. duty would be fair to take as
. the protection .so far as wagons are concerned.” If you consider also that
orders for fittings should be placed in the country during that period, could
we reasonably reduce that 27% per cent. by a certain amount?

Mr. Roddick.—Certainly. .

President.—Can you give us some idea of what that amount would be.

" Mr: Roddick.—Assuming for a moment that we have no wagons at all and
‘that we are simply dealing in:fittings I should say a fair tariff for fittings
would be in the neighbourhood of 17} per cent.

President.—Assuming that you are getting such orders as there are for
wagons and that you are also getting such orders as there are for fittings in
exactly the same way as Government is doing this year, on the two combined
what would you consider a fair amount of duty?

Mr. Roddick.—If we get next year the same amount of order as we have
got this year—you see in the case of this particular order for 3,000 drawbar
hooks that T mentioned just now it so happened that we could get the material
quickly and we have furnace and the steam hammer lying idle at the moment
so that we can polish off that. 3,000 before the wagon materials come out for
us to take up the new orders.

President.—Assuming that you may get orders for fittings could we say
that if instead of a 274 per cent. a duty of 22 per cent. were placed on wagons
and fittings, you would be able to compete?

Mr. Roddick.—No.. In the case of fittings you must remember that we
have got only fittings and no wagous. We are not handling the same amount
of money and therefore we are not able to spread our charges over large
sums of money.

President.—I don’t thiuk you have got quite what I meant. Supposing
-that Government places such orders as it has for wagons in India—a restricted
number—it also places such orders as it has for fittings, what duty do you
-consider (taking -both together) would be sufficient to enable you to quote as
compared with the foreign manufacturer? You have stated that for wagons
alone you want 27} per cent. Now taking fittings also, that 27} per cent.
would reasonably come down, would it not, because you say for manufactur-
ing fittings a lower duty would be sufficient. Do you see what I am after,

Mr. Roddick.—Yes.

_President.—If you get the orders for fittings it might pay you to quote a
price at a little less than 27 per cent. duty in order to get the orders for
wagons. .

Mr. Roddick.—No. The amount invested in the smith shop part of the
?(;?n_t would be not more than a third and those other plants will be lying
idle. .

President.—I am looking at it from the point of view of the firm when it
tenders, Let us put it this way. We will suppose that you already have
.orders for fittings for the year and that owing to the fact—we will say that
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‘the duty on fittings has been put at 20 per cent.—you are getting 74 per cent.
-better price than you could reasonably expect. You only wanted a duty of
124 per cent. on fittings. If the duty is 20 per cent., you would be getting
7} per cent. more than you could reasonably expect to get. Now you come
to tender for wagons. If your tender is within 27% per cent. of the c.i.f.
price with the erection charges of the imported wagons, your tenv.:le:: would be
accepted. In view of the fact that you are making a small additional profit
on fittings, would not the firm be in a position in order to get all tlie wagon
orders to quote at a price of 25 per cent.?

Mr. Boddick.—What would the duty on fittings be?

President.—For the sake of argument we will say it is 20 per cent.

Mr. Roddick.—If the duty is 20 per cent. on fittings, we will be able to
reduce it to 25 per cent.

President.—Some reduction at any rate.

Mr. Roddick.—Undoubtedly. o

Dr. Matthai.—In addition to the amount of forgings that you have to
make for wagons made in your works, supposing the Railway Board gives you,
an order for spare fittings—an extra order sufficient to utilise the whole of
your capacity for making forgings in your Dum Dum works, that necessarily
means that the whole of your overhead on forgings would be covered because
the forgings capacity would be utilised to the fullest extent.

Mr. Roddick.—Provided the fittings offered were suitable for our forging
shop. !
Dr. Matthai.—On the forgings side assuming that you get extra orders to

utilise the whole of your forging capacity, you could estimate some reduction
in the cost of forgings per wagon.

Mr. Roddick.—] admit that.

Orders in terms of C-2 wagons.

President.—~You have told us that an underframe would be equal to 3 C-!
wagons,

Mr. Boddick.—Perhaps even a little more.

President.—~The metre gauge underframe would be equal to about 2%.

Mr. Roddick.—Yes.

Péeaident.—And the four-wheeled underframe would be between 4/5ths and
one C-2. :

Mr. Roddick.—Yes. ]

President.—How would you say that an average complete metre gabge
wagon compares with C-27

Mr. Roddick.—~In value or in weight,

President.—If we were trying to reduce the metre gauge into C-2, what
proportion of C-2 wagon is equal to one metre gauge wagon.

Mr. Boddick.—There is- another aspect to that—as regards value or as
regards quantity,

Dr. Matthai:—Do you mean the quantity of material?

Mr. Roddick.—Yes, as regards output there is no comparison at all. We
can turs out C-2 as we are at present situated much quicker than metre
gauge. The main reason is that very often the railway Companies want metre
gauge wagons as & whole. For instance in 1022-23 it had always been our
practice in the past to ship the parts in a closed wagon and assemble them
at the railway Company’s site. The Madras, Southern Mahratta Rajlway
could not give us accommodation. We had to ship those wagons as a whole
with the wheels and axles. We have to get special trucks from the Bengal
.Nagpur Railway. The total number of those trucks is about 18 for the whole
line and we had fo wait for two months for the trucks te come back.
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President. —Supposing your capacity is 1,000 for C-2 wagons, what number
of narrow gauge wagon would be sufficient if you take any one particular type
of metre gauge wagon to keep your works fully employed throughout the year?

" Mr. Roddick.—Given despatching facilities practicaly the same number I
should say. It might be 10 per cent. more given despatching faclhtles, but.
as a matter of fact we cannot get despatching facilities.

President.—Without despatching facilities?

Mr. Roddick.—We can turn out half the number.

President.—You have not got despatching facilities,

Mr. Roddick.—Then the number will be reduced to half. Another thing
is that we can turn out this metre gauge wagon as fast as the C-2 type if the
railway Company can get us a plot of ground to erect them on their railway.
We can despatch knocked down wagons to a metre gauge centre or a railhead
and erect them there. Then we can get them out as fast as C-2.

President.—What I am trying to get at is this. Supposing we take an
overhead of a lakh of rupees on an outturn of 500 C-2 wagons—these figures.
are merely for the sake of argument—that will give you Rs. 200 for overhead
charges for C-2. Now metre gauge wagons are ordered instead of C-2. What
number of metre gauge wagons would carry the same overhead?

Mr. Roddick.—10 per cent. more than C-2.
5()()P(’ge;ident.—If we took 550 metre gauge wagons that would be equal to

Mr. Roddick.—I should say so provided we have despatching facilities.
That is absolutely essentml Without despatching facilities we can do only
half the number.

President.—Without facilities you would have to have aa order for 1,000
wagons.

Mr. Roddick.—Quite. :

President.—There is no prospect of your getting any facilities for despatch.

Mr. Roddick.—The prospects are quite good. If we can get from the
railway Company a site to erect them on we can make the wagons and
assemble them at the Company’s site. We can make the various units of
wagons, put them into a broad gauge wagon and send them to Santahar.

President.—You erect them on the metre gauge line.

Mr, Roddick.—Yes. We send out the necessary plant and men and they
erect them there.

President.—If you are simply making your narrow gauge wagon and ship
them off in a broad gauge truck....

Mr. Roddick.—Xt is a hopeless proposition.

President.—That is what is being done at the present moment.

- Mr. Roddick.—I don’t know. Originally we were asked to quote one price
for erecting in our works and despatching from our works and another for
erecting on the railway site.

‘Dr. Matthei.—Santahar is not very far from here. Supposmg you got an
:rder for the South Indian Railway, you don’t have a metre gauge line close:

Y.

Mr. Roddick.—We send it to Bezwada.

Dr. Matthai—You don’t have to have shops.

Mr. Roddick.—We do it in the open.

Dr. Matthai.—~You have to send & special staff there

Mr. Roddick.—An European Assistant and a few men.

‘Dr. Matthai.—Would that not be expensive?

Mr. Roddick.—Not a great deal. You have got also to remember that wa
are not paying any rent while we are erecting. We are able to clear our own
yard rapidly and get more wagons down,
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Dr. Matthai.—Do you know what is done at the present moment?

Mr. Roddick—1 don’t know what the practice is.

Dr. Matthai.—You want 10 per cent. more than C-2 if the erection is made
on the metre gauge Line,

Mr. Roddick.—Yees.

President.—Could we take these other types of miscellaneous broad gauge
wagons as being practically equal to C-2 or not? .

Mr. Roddick.—What do you mean by broad gauge wagon? Do you mean
underframes ?

President—~Not underframes. The Railway Board does not mention the
type of wagons, but merely refers to covered wagons

Mr. Roddick.—1 suppose when they mentioned covered wagons, I think
they mean I, R. C. A, Standard A-1 or A-2.

President.—Could you say on a rough calculation whether A-1 or A-2 cor-
responds approximately to C-2?

Mr. Roddick.—There is more work on A-1 and A-2—at least 10 per cent.
more.

Dr. Matthai.—If you look at these foreign tenders during the past four
or five years you find C-2 tenders and A-1 tenders are practically the same.

My, Roddick.—Yes, that could be easily accounted for in this way. Where
the trouble comes in is largely in the erection of these wagons.

Dr. Matthai.—It is mainly in the erection.

Mr.. Roddick.—Yes. As a matter of fact I think the Railway Board makes
a difference of about Rs. 100 in comparing the prices—about Rs, 225 as
against Rs. 325. There is a lot more work in turning out A-1.

Miscellaneous types of wagons.

President.—We have here some statements as to the possibilities of orders
in the near future. It is somewhat difficult to know whether they could be -
made in India. For instance take the case of horse boves.

Mr. Roddick.—They can be made in India.

President.—How would the horse boxes compare with C-2?

_Mr. Roddick.—The quantity is so small that we cau't do at any reasonable
price.

President.—What are tourist cars?

Mr. Roddick.—They are the cars in which thu cold weather tourists go
round India. There will be no more difficulty in making tourist car under-
frames than in making a carriage underframe, bui the total number required
is 80 small.

President.—Wagons—4-wheeled—petrol vans—Number Two. Wagons—4-
wheeled—Liquid fuel wagons—Number Four,

Mr, Roddick.—If they ask us to quote for two, we can’t quote for two at
any price. Our first wagon on any contract requires an enormous ¢ bandobast.’
Particularly the Indian workmen is not so intelligent as the British fellow.
He doesn’t t_horoughly understand the drawing till he sees the first wagon.,
Our output improves at least 100 per cent. when they are able to see the
first product.

President.—~Exactly what is a rail or timber truck? o

Mr. Roddick.—These trucks are long bogies. They are very ‘heavy, 45
feet long. .

President.~1It is not an underframe.

Mr. Roddick.~—It is a bogie underframe.

President.—It is called a wagon, :

Mr. Roddick.—~1It is an underframe. It is entirely open.

President.—You say that it is a bogie underframe?
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Mr. Roddick.—It is only the underframe they are talking about. I will
tell you why it is called.a wagon. When the timber or rail truck is completed
as an underframe, it is a complete wagon, whereas an underframe for a car-
riage has to have thie cariage put on it. That is the only explanation.

President.—We may take it that timber trucks are really bogies.

Mr. Roddick.—Yes.

Dr. Matthai.—What about four-wheeled salt wagons? Supposing you had
an order for 20 or 80 four-wheeled salt wagons would you consider that a
good order?

_Mr. Roddick.—No.

Dr, Matlthai—Have you any facilities for erecting a salt wagon?

Mr. Roddick.~—I don't think that there should be any difficulty.

President.—There are-other various kinds of wagons. Take the case of
sheep vans.

Mr. Roddick.—Is that an underl’rameP . .

President.—The statement shows underframés—four-wheeled—on the one
side and wagons—four-wheeled—on the other side.

Mr. Roddick.—TIt is an underframe.

Dr. Matthai.—It is described as a four-wheeled wagon.

. Mr. Roddick.—How many are there?

Dr. Matthei.—17.

Mr. Roddick.—It is very small.

President.—The number of ballast trucks required is 20.

‘- Mr. Roddick.—The same remark applies to these too.

President.—The length is the same.

Mr. Roddick.—Yes, whether you put sheep or anything else on it. I don't
see why these should not be standardised.
<" President.—Will there be any difficulty in building 17 sheep vans?
Mr. Roddick.—We could do then at a price.
President.—The design for a sheep van-will be different from that of the
ballast truck.
M7, Roddick.—Yes.

Dy, Matthai.—Apart from the question of there being sufficient orders for
*each of these types, is there any inherent difficulty in making a particular
design, say a petrol tank van?

- Mr. Roddick.—There is no difficulty. Everything can be made.
President.—Can you tell me exactly what is a four-wheeled bogie wagon?
Mr. Roddick.—The bogie wagon is the bogie underframe.

-President.—Please see this statement. It is divided into two parts under-
frames and wagons. Again underframes are divided into bogies and four-
wheeled. Now we come to wagons. There also wagons are divided into bogies
and four-wheeled.

. M7, Roddick.—There are such things as covered goods bogie wagons. We
have made them in the past.

. President.-—That is what they mean.

Mr. oddick.—Is that metre gauge?

President.—5' 67 gange. Could those be undertaken by you?
. Mr. Roddick.—Yes. How many are there?

President.—Two.

Mr. Roddick.—We could not do at any price.

Dr. Matthai.—Even if you get that with various other thmgs

Mr. Roddick —-Thls year we were asked to quote for petrol tanks. The
price we had to put in was a rldlculous figure. : .
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Dr. Matthai.—15 petrol tanks would not be an economic proposition.

Mr, Roddick.—No. If there is nothing else, we have to put up the price
and take it.

President.—The sulphuric acid tank wagon can be niade here.

Mr. Roddick.—Yes.

President.—Can it be made at any reasonable price?

Mr. Roddick.—No.

Dr. Matthai—Can you make four-wheeled salt wagons?

Mr. Roddick.—We can make them.

President.—What would be an economic proposal?

Mr. Roddick.—A couple of hundreds.

President.—50 salt wagons for the Assam Bengal Railway would be eco:
nomieal, .

Mr. Roddick.—No, it would not be. Still we should quote for 50. We
could not make them at any commercial price.

President.—The reason why I was asking you these questions is this.
There are some orders placed in England for wagons of these various types.
We really wanted to know whether there was any possibility of the firms out
here making these at anything like a reasonable price. The total number
placed comes to 60 or 70.

Mr. Roddick.—No. The ordinary workman at home is far more adaptable
to the odds and ends than the Indian labourer.

Material required for @ narrow gauge wagon.

President.—As compared with C-2 wagon, how much material goes into a
narrow gauge wagon? Take a typical wagon.

Mr. Roddick.—We have got a figure for A-1 wagon.

President.—Have you got any figures for a metre gauge wagon?

Mr. Roddick.—1 could not give you a guess for that.

President.—According to the statement given on page 298, Evidence,
Volume 1V, 1926, it comes to about four tons.

Mr. Roddick.—Yes.

President.—The cost above material on a metre gauge wagon would be
miuch lcss than on 8 C-2 wagon?

Mr. Roddick.—It would be somewhere about the same.

President.—The difference between the costs of a metre gauge wagon and
those of a broad gauge wagon comes in largely in the cost of material.

Mr. Roddick.—Almost entirely.

Dr. Matthai.—Supposing 8 wagon works is making 2,000 C-2 wagons and
another works is making 2,000 metre gauge wagons, the proportion of the
weight of materials is 7 to 4. In that case the cost of a metre gauge wagon
would be §th of the cost of a C-2 wagon.

Mr. Roddick.—No, because the difference is owing to the steel in the
wagon,

Dr. Matthai.—Is it special quality steel?

Mr. Roddick.—No, ordinary steel. You have got a certain amount com-
mon. 'Cemm forgings are common. Forgings are very expensive items.
The difference that you get in the over all price is due to the difference in the
sections, 1} tons as against 2} tons.

Dr. Matthai.—Supposing you had an attractive proposition for metre gauge
wgapns, what would you quote for a metre gauge wagon if the price of a C.2
wagon were Rs. 3,000?

Mr. Roddick.—fl would not like to say off-hand.

. Matthai.—~Y don’t want to commit you to any figure.
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Mr. Roddick.—Our price for a C-2 wagon was Rs. 3,491,
Dr. Matthai.—That was when?

Mr. Roddick—That was in the tender dated November 10th, 1925, Our
price for C-2 was Rs. 3,491. We also quoted for M. G. A-1 type in that
particular instance at Rs. 2,704, Actually the order for C-2 wagons was
placed with the Standard Wagon Company at Ra. 8,110. There again when
you get a whole stream of wagons to quote for in one tender in which you
specialise you can always quote a particular price. We don’t specialise in C-2.
‘Bo we got the A-1 and A-2. This last order was absurd. They gave us only
-a fortnight in which to tender; usually they gave us eight weeks but even
dn 8 weeks # is an enormous amount of work to get figures out for each type.

C'hd'rges.

Dr. Matthai.—1 want to get some idea of the way in which you estimate
your charges ‘because you have got your own system of estimating the over-
head expenses. I understood from what you told us last time when you were
here that you got your actual expenditure on raw material and your actual
expenditure on direct labour and then you applied a certain proportion, so
‘much per cent. of material and so much per cent. of the direct labour charges
-and that constituted your trade charges. You do not keep any detailed state-
ment with regard to these trade expenses?

Mr. Roddick.—We have already supplied them to the Board. We keep a
detailed statement of the trade expenses; we can allocate it in two or three
ways. The first way is this. We say 5 or 10 per cent. on material, 200 per
-cent. of 100 per cent. on labour and we get two figures which come to a cer-
tain amount. These two figures are taken from the actual fizures that have
‘been debited to that department, that you get nnder the heads unproductive
charges, European and Indian establishment, coal, power and so on. They:
4total up to so much mnon-productive charges. Against that you have the
:productive labour bill so much and there is a ratio between the two.

Dr. Matthai.—~From your experience you find that these particular percen-
tages are justified?

Mr, Roddick.—The percentage of productive labour would vary as much
-as between 80 to 100 per cent. to 300 per cent.

Dr. Matthai.—Have you got the on-cost system?

Mr. Roddick.~—~We have.

President.—The system of on-cost is to ascertain by experience what is
-the ratio between the charges and direct labour.

Mr. Roddick—We ascertain that for six months.

President.—You then allocate on a normal output the charges in propor-
-tion to direct labour on this ratio?

Mr. Roddick.—Yes. :
President.—Anything sbove that you charge as ‘‘ loss on charges ¥’ ?
Mr. Roddick.—We have not got that system.

President.—That is to say suppesing you are turning out normally, your
-charges will be a fixed ratio on direct labour.

Mr. Roddick.—We do not simply put that under the heading *‘ Loss on
.charges.”” We don’t have a separate item like that. We go even further.
We have a revenue statement in which we put all our charges against pro-
ductive and non-productive. In addition to that we have got three or four big
-orders going and we get the productive costs of each of those orders and
-allocate the ratio of these nen-productive charges against each order.

President.—In the same way of course you allocate the expenses on works
in progress?

Mr. Roddick.—Yes and also the labour ratio for wagons are lumped to-
.gether, but you will find that labour which is not using machines really
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carries a different overhead ratio to the labour working in the blacksmith shop
for instance,

Dr. Matthas.—Last year your representative told us that in wagons your
charges amount to 5 per cent. on material and 80 per cent. on direct labour.

Mr. Roddick.—1 can show you the figures this year; that shows a perfectly
ridiculous figure. .

Dr. Matthai.—I gathered from your evidence in previous years that if you
took 5 per cent. for material on wagons and 80 per cent. on direct labour on
wagons, in estimating your trade expense on fabricated steel you would take
roughly 10 per cent. on materials and about 250 per cent. on labour?

Mr. Roddick.—That is about the average.

Dr. Matthai.—I should like to know clearly how you account for this
difference. There are two ways in which you can explain the difference in
charges, The first is, it may be the same overhead in both cases taking each
unit of output. But in wagons some of the materials are more expensive and
the labour also may be perhaps more expensive so that a lower percentage on
them would give the same overhead as on fabricated steel. That is one ex-
planation. Another explanation is that the overhead per unit of wagon is
actually less than on fabricated steel: Generally in regard to wagons in past
years you could do mass production, you had certain standard types and there-
fore within a given period your output would be bigger because there was
standardized production. Necessarily the overhead would be lower per unit
and therefore you could take a lower percentage on wagons. You have to
take a higher percentage for fabricated steel because it is not standardized
production. ‘

Mr. Roddick.—That is also true up to a point. But the simplest way I
can explain it is this: First of all ignore the question of material; simply
let us say we spent Rs. 10 lakhs in buying certain material. In the first
instance before we turn it into percentages it costs us a lump of so much
to order the material and to do this, that and the other. Now to operate this
10 lakhs of rupees you require certain staff and you say that staf would re-
present 5 per cent. The same thing happens with labour. You have so much
productive labour and say you have spent a lakhs of rupees a year on pro-
ductive labour but it would cost you in a structural establishment 2} lakhs
of rupees to supervise the spending of that 1 lakh, and to provide the
necessary power so that it can be spent. You have got to provide power,
light, you have got to allow for depreciation and this that and the other.
The moment the labour bill drops to half a lakh owing to a coal strike, for
instance, this charge goes up to 500 per cent.

Dr. Matthai.—From your explanation I take it the difference is accounted
for partly on one ground and partly on the other?

Mr. Roddick.—As compared with structural work wagons take less saper-
vision, less power to turn out a wagon but for the hand labour that the man
does he gets the same because for wagons we don’t give them electric cranes
but for structural work we have to provide electric cranes and we have got to
strike an average and that average varies amazingly. Actually during the
last four months it has gone up nearly by 100 per cent.

Bolts and Nuts.

President.—Do you manufacture bolts and nuts?

Mr. Roddick.—Yes.

President.—Can you give us any idea of the amount you turn out in the
year?

Mr. Roddick.—Probably 200 tons a year. We use these ourselves. We
have tried making bolts and nuts for railway companies, such as fishbolts and
nuts, but in these continental and home prices are so cheap that we cannot
compete.

Dr. Matthai.—Are fishbolts different from other bolts?
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Mr. Roddick.—Yes, they are very hard to make. You must bave very
powerful machines and you require a tremendous amount of power.

President.—Can you give us any quotation as to the 1mport price for bolts
and nuts?

Mr. Roddick.—We will do that. -

Dr. Maithai—Do you make your own nuts? .

Mr. Roddick.—No. We can’t compete with people who are making millions.

Il’;estdent .—You are at a dlsadvantage because of the protectlve duty on-
stee

Mr. Roddick.—Yes, The protective duty on all this steel is Rs. 26 a ton.

President.—Have you ever considered the extent of the dlsadvantsge S0
far as bolts and nuts are concerned ?

Mr. Roddick.—No. My view has always been that if we have to compete
with the Continent we would require a prohibitive duty, and therefore it was
no use asking for it. We have the machines and there are men to work them
in India. At present of the only two companies I think one is going to be

sold next week and the other went into liquidation. But the manufacture
of dogspikes is quite a good proposition.

Steel ca,stings.-

President.—Have you any recent quotations for castings, let us say for
axle boxes, 107 x5".

Mr. Roddu;k -—We have them on the wagons. We are importing them
from Germany; they are arriving this week.

President.—Can you send us the most recent quotations?

My. Roddick.—T think we gave you that,

Dr. Malthai.—You gave us for April 1924,- Could you give us anything
later than that?

Mr. Roddick.—These are the same that are arriving now. On these wagon
orders we simply got notice of the percentages up and down. We had no time
to get the details. 'We merely cabled ‘“ Referring your quotation of April 1926
state if our prices are up or down under the following headings ** and we were
informed that Continentals are stiffening to the tune of 15 per cent.

President.—Can you amend your statement of April 1926 on the basis of
that reply?

Mr. Roddick.—Yes. When we put the enquiry out we were told that the
prices were stiffening daily. There was an increase in the price of axle boxes
and since we had that order we got wires twice from our London office saying
for Heavens sake place these orders at once because prices are stiffening every-

"day. We can’t place them because we have not got the drawings right.

President.—Since a year there has been a considerable increase in the price

of castings?

Mr. Roddick.—1I should like to reply to that later.

- * * L » - * *
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IV.—Letier from the Tariff Board, to the Railway Board, Simla, daied
22nd April 1927.

I am directed to inform you that the Tariff Board has now to proceed
with its report on the railway wagon and underframe building industry
and to ask that information may kindly Le supplied on the following points - —

I. What orders have been piaced by the Railway Board for the construc-
tion of broad gauge and metre gauge railway wagons and carriage under-
frames for delivery in 1927-28,

(a) in India,
(b) abroad?

The names of the firms with whom the orders have been placed may
please be given.

II. At what prices were the various orders placed?

ITII. What orders for the construction of broad gauge and metre gauge
railway wagons and carriage underframes are likely to be placed for delivery
1n each of the years 1928-29, 1929-30 and 1930-31?

FV. What orders have up to the present been placed in India for wagon
and underframe forgings and castings and with what firms? :

V. At what prices have such orders, if any, been placed?

VI. What are the probable requirements of the railways under the control
of the Railway Board for wagon and underframe forgings and castings as
spare parts, etc., during the years 1927-28, 1928-29, 1929-30 and 1930-31?

VIL. It is understood that tle Peninsular Locomotive Works, which have
recently been acquired by Government, are being converted for the manufac-
ture of underframes. The Board would be glad to know by what date it is

estimated that the alterations will be completed and what output of under-
framea per annum is likely to be attained.

2. T am to add that the Tariff Board would be grateful if this information
could be supplied as quickly as is convenient,

V.—Railway Board.
Letter dated 2nd May 1927.

The Railway Board understand that the Tariff Board are anxious to have
by the 4th May aa much of the information asked for in your letter No. 348
of the 22nd April 1927 as can be collected by that date. The information
which they have been able to collect at such short notice is given below.

2. Paragraph (i) (a) of your letter.—Statement A gives those orders placed
by State-owned railways with Indian firms for wagons and underframes to be
delivered in 1927-28, of which the Railway Board are aware, Of these orders
those for 29 bogie underframes and 113 four-wheeled underframes - (given to
Burn & Co.) for the East Indian Railway were placed last January; and that
for 93 bogie underframes (given to Jessop & Co.) for the Great Indian Penin-
sula Railway was placed in June 1926, but delivery is not likely to commence
until October or November next. The remaining orders were placed as the
result of calls for tenders issued last March in India only.

In addition Messrs. Jessop & Co. have still to deliver 61 A-1 wagons
ordered from them for the North Western Railway for delivery in 1926-27 at
a price of Ras. 3,485 apiece, and 30 A-2 wagons ordered from them for the East
Indian Railway for delivery in 1926-27 at a price of Rs. 3,573 apiece; and
the Peninsular Locomotive Company have still to deliver 129 A-2 wagons
ordered from them by the East Indian Railway for delivery in 1926-27 at a
price of Rs. 3,898 apiece.

Further (a) the Eastern Bengal Railway have called for tenders in India

only for 25 metre gauge bogie timber trucks and 1 metre gauge boiler truck.
The resulte are not yet known.
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{b) The Bengal N agpur Railway require 15 petrol tank wagons, 15 coal tar
wagons and 56 coaching underframes. It is understood that they are about
to call for tenders in India only for this stock. : )

(¢) The East Indian Railway may possibly, but not very probably, be in
the market for 115 4-wheeled brake-van underframes.

(d) The Assam-Bengal Railway require 30 bogie coaching underframes for
supply commencing in October next. )

Paragraph (i) (b) of your letter.—The Railway Board’s information is as
follows : —

(@) The Assam-Bengal Railway have been authorised to place orders
abroad for 50 four-wheeled salt wagons.

"(b) The East Indian Railway have been authorised to place orders
abroad for 15 petrol tank wagons, 1 sulphuric acid tank wagon,
and 3 powder vans,

(¢) Th(_a Bombay, Baroda and Central India Railway have been author-
ised to place orders abroad for 5 peirol tank wagons.

No information is available with regard to other State-owned railways,
It is unlikely that orders for this stock have yet been placed abroad by the
three railways concerned. '

8. Paragraph (ii) of your letter.—The prices ai which the various orders
have been placed in India are given in Statement A and in the previous
paragraph; they are exclusive of wheels and axles. The Tariff Board will
observe that in. certain instances different prices are quoted for different
parts of the same order. This is due to minor variations in the types of
wagons -and underframes ordered. The Railway Board suggest that if in-
formation as to these differences is required, the Tariff Board should obtain
it from the railways concerned.

No infermation is available as to the prices of imported wagons and
underframss to be delivered in 1927-28, or as to the names of the firms from
whom they will be obtained. As has been explained it is unlikely that orders
have yet been placed abroad for 127-28 deliveries.

4. Paragraph (iii) of your letter.—Statements B are appended showing for
each railway the wagons and underframes likely to be ordered for delivery in
1928-29. The figures have not yet been finally settled by the Railway Board,
but can be taken to be reasonably accurate except for the Madras and
Southern Mahratta and Bengal Nagpur Railways. Revised figures will be
furnished to the Tariff Board as soon as they have been settled by the Railway
Board. Similar Statements C and D are attached showing the demands for
wagons and underframes at present entered by railways for the years 1929-30
and 1930-31 in their quinquennial programmes. The Railway Board must
warn the Tariff Board against placing any great reliance on the figures in
Statements C and D, though they contain the only information likely to be
available in the near future. Judging from past experience, these figures
will be materially- modified by railways themselves when their next revision of
the quinguennial programme is made about February 1928. The Railway
Board have not themselves examined the figures at all; they are not in fact
in a position to do so effectively until much nearer the time when the wagons
and underframes are likely to be required.

4. Paragraphs (iv), (v) and (vi) of your letter.—The Railway Board do not
get this information, since the ordering of wagon and underframe forgings
and castings is left to individnal railways. It is suggested that a reference
should be made to them. The Railway Board are doubtful if much reliance
can be placed on any estimates for orders after 1927-28. -

5. Paragraph (vii) of your letter.—The Railway Board’s plans for utilising
the Peninsular Locomotive Company’s works for the manufacture of under-
frames are only now being worked out. They hope it will be possible to
complete such alterations, and additions to equipment, as are necessary in
about a year or eighteen months’ time so as to manufacture about 200 under-
frames in the year 1928-29. Subsequently thé works should have an output
of about 500 underframes per annum. h
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STATEMENT « A.”

Orders placed with Indian firms for del'very of Wagons and

during the year 1927-28,

Coaching Underframes

Nawmes of Firms. Orders placed. Contract price per unit.
Rs.
Indian Standard «| 50 B. G. Bogie timber tracks for the 8,391
Wagon Company .| 172 M. G. 4-wheeled wagons for the 2,137

B.& N. W.
and R. & K,
Railways.

450 do M & 5 M
Railway.

596 do 8. L Railway

230 at 2,663
220 at 2,478

400 at 2,453
196 at 2,354

Burn & Compsny .

118 B. G. Bogie rail trucks for E. I. R.
50 B, G. Bogie underframes for E. LR.

29 Bogie underframes for E. L R.

113 4-wheeled nuderframes for E. I B.

205 B. G. bogie underframes for
N.W.R.

8,426

19 at 9,679
31 at 9,568

10at 9,118
9 at 9,229
10 at 9,573

71 at 2,612
404t 2,578
2at 1,841

9,406

Jessop & Company

123 bogie underframes for G. L P. Rly.

13 4-wheeled uvnderframes for G. 1. P.
Rly.

93 Bogie underframes for G. L. P. Rly.

66 do E.B.Rly. .

43 4-wheeled underframes for E. B. R.|
39 do - ELR. .

14 at 9,590
82 at 9,533
27 at 9,677

4 at 2,873
9at 2,756

11 st 9,607
60 at 9,550
22 8t 9,694

14 st 20,092
37 8t 10,035
12at 9,846
3 at 10,179
2,479

2,732
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STATEMENT «B.”

Wagons and Undesframes likely Lo be noticed for delivery in 1928-29. (Not definite.

EASTERN BExgav Rainwav.,

5'—6" Gauge,
Underframes.
Bogies. ' 4;-Wheel<-ed.“ .‘“
No. Description: No. Description.
15 | 1st, 2nd and Inter 7 | Horse Boxes.
6 | I1I and Brakes. 10 Motor Vans.
7 {7 class. ’ © 6 ] Tourist Cars.
V 1 |{Xand2nd Clﬁs, A R 4 Store Vaus. N
8 ] Inter and III Class.
21 | 8rd Luggage and Brake.
2 | III Class. |

MADRAS AND SOUTHERN MABRATTA RAILWAY.

5'—6" Gauge.

\ Underframes. ' : Wagons.
Bogies. ‘ _ 4-Wheeled. Bogies.
No. Description. No. | Descriptione No. Description.
13 { LI Class. .| - 9 |Horse Boxes. 2 | Rail Wagons.
8 |III and Brake and 4 | Ccarriage Trucks. ~
Luggage. !
1 ) 1st Class. .. .| 22 | Brake Vans (Goods).

]
2 | 1st, 2nd and 3rd Class| 7. 1 | Powder Van.
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STATEMENT “B.”

Bousay, BanoDA AND CeXTRAL INDIA RATLWAY,
5 6" Gauge.

Wagons,

4-Wheeled.

No. 1 escription. No. Description,

2 | Petrol Vans.
2 | Liquid fuel wagons.
4 | Motor Trocks.

BENgAL NigPUB RAILWAY.

-6 6" Gauge,
Underframes,
Bogies. 4 Wheeled.
No. Description. No. Description.
9 {1st and 2nd. 8 | Officers’ Carriages,
28 | Brake, Luggege and Postal.
7 { Inter.
4 | Inter. and III.
NoerR WasTerN RArLWAY.
8’ 6" Gauge.
Wagons.
Bogies. 4-Wheeled.
No. Description. No. Deseription.

41 | Rail and Timber Trucks.
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STATEMENT ¢ B.”
Sovurm INDIAN RAILWAY.

5 6" Gauge.

Underframes.

Bogies. _ 4-Wheeled,
No. Description. - No, Description,
46 1§ 3rd Class. . 9 | Goods Brakes.
2 | Tourist Carriages.

GREAT INDIAN PENINSULA RAILWaY.
&' 6" Gauge.

Underframes,
.
Bogies. 4-Wheeled.
No. Description. No. Description.
8 | Saloons for public traffic, 79 | Parcel Vans.
10 | Restaorant Cars. 1 { Covered Motor Van,
7 | Fruit and Parcel Vans. 54 | Horse Boxes.
2 | Post and Brake.
4 | Parlour Bogies,
7 | Postal Vans
Easr INDIaN R\‘AILWAY. -
5’ 6" Gauge.
Underframes. o " Wagons,
‘Bngies. 4-Wheeled, 4-Wheeled,
No. Description. No. Description. No. Description.
25 | IT aud Inter. Class. 17 | Motor Vans. 17 | Sheep Vans.
4 | Inter, and 3rd Class, ' 10 | Petrol Vans,
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STATEMENT ¢ 8.

EasT INDIAN RaInway—conid.

5’ 67 Gauge—conid.

Underframes. Wagons.
Bogies. 4-Wheeled. 4 Wheeled.
No. Description. No. Description. ’ No. Description.
60 | III, Luggage sand 20 | Ballast trucks.
Brake, :
8 | Miscellaneous
4 | III and Brakes. Wagons.
7 | I1I and Post Office.
2 | Tourist Cars,
1 | Sleeping Car,
2 } Restaurant Cars.
8 | Parcel Vans,
12 | 1st and 2nd and In‘er.
6 | 20d Class,
10 | Inter. Class.
46 | II1 Class,
RomrLeUND KovMaoN Rarrway,
Metre Gauge.
Wagons,
Bogies, 4-Wheeled,
No. Description. No. Description.
10 | Timber Trocks. 22 | Four-sided trucks.
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"' STATEMENT «B»

EASTERN BENGAL RAILWAY.

Metre Gauge,
Underframes.
Bogies. 4-Wheeled.
No. ' Description, No. Description.
6 | I, 11, and Tuter. 15 | Motor Vans,
16 | 3rd Class. 5 | Brake Vans.
5 | Inter, and 3rd, 8 | Inspection Vanus.
20 | Luggage and Brake, 3 | Horse Boxes.
10 ! 8rd, Luggage and Brakes. 3 | Carriage Trucks.
1 | Invalid Car, 3 | Tourist Cars.*
* -wheeled,
AssAM BENGAL RalLavay,
Metre dnuge.
Underframes,
Bogies. 4-Wheeled.
No. | Description, No. Description.
‘ = C——
14 l Inter. 5 | Brake Vans.
7 | Brake and Inter, - 3 | Fish Vans.
BENGAU AND NoRTH-WESTERN RAILWAY.
Metre Gauge.
Wagons,
Bogies. 4-Wheeled,
No. Description. No. ' Description.
10 | Timber trucks. 200 | C. G. Wagons,
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STATEMENT “B.”

SovTH INDIAXY RAILWAY.

Metre Gauge.
Underframes.
. Bogies. 4-Wheeled.
No. Description. No. - Description.
58 {8rd Class, 13 | Brake Vans,
12 | Brake and 8rd Class.
8 | 1st and 2nd Class.
Wagons.
Bogies. 4-Wheeled.
No. Description. No. Description.
78 | Covered Wagons. 400 | Covered Goods.
60 | Open Goods.
110 { Ballagt Waugons.
MADRAS AXD SOUTHIRN MAHRATTA RAILWAY,
Metre Gaunge.
- . Underframes,
Bogles. 4-Wheeled,
No. Description. No. Description.

8 [ I, 11 and 374 Class.

1 | Inter. and 3rd Class

17 | 111, Brake and Lugage.

11

2 | Luggage Vaus.

6 | Horse Boxes,

Brake Vans.
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STATEMENT ¢ B.”

MADRAS AND SOUTHERY MAHBATTA RAILWAY——conid.

Metre Gauge—contd.

Wagons.
Bogies. 4-Wheeled, .
No. Description. No. Description.
3 } Rail Trucks. 15 | C. G. Wagons.
5 | Petrol Wagons.
4 { Tool Vans.
1 | Timber Truck.

STATEMENT C.
" FASTERN BENGAL RAILWAY.

5 ft, 6 inch Gauge.

Statement showiny demands for Wugom and Underframes at present entered by R
ways for the year 1929-30 sn their quinquennial programme.

Underframes.
Bogies. 4-Wheeled.
No. Descripticn. No. Description.
8 | I, 1I and Inter. Class. 4 | Horse Boxes.
6 | III Class. . 5 | Motor Vans.
11 | Inter, and I1II Class, 8 | Brake Vans,
4 | 11T and Brake. 7 | Fish Vans,
1 | Iand II Class, - 3 | Powder Vans,
3 | II1, Broke and Luggage k
7 [ I Class.
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STATEMENT “C”

BoMBAY, BaRoPA AXD CENTRAL INDIA RalLwav,

§’ 6” 3auge.
TUnderframes. Wagons.
Bogies. 4-Wheeled.
No. Description. No. Description.
3 | Tand I class. 2 | Petrol Wagons.
2 | Liquid Fuels.
100 | Steel Wood Composites.
‘EAST INDIAN Ramway.
Broad Gauge.
Underframee. Wagens.
Bogies. 4-Wheeled. 4-Wheeled.
No. Description. No. Description. No. Deccriptivn.
8] Ioter class. 13 Motor Vans. 15 | Petrol Wagone.
6] II claga. 12 Horse boxes. 720 | Open Wagons,
40 [ I clsss 113 | Brake Vans—Gnods. | 650 | Covered wagons.
11 II1, loggage and 20 | Ballast trucss. .
brake.
8 Miscellaneous wagons.
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STATEMENT ¢ C.”
MADRAS AND SOUTHERN MAERATTA RAILWAY.

5’-6” Gauge.

Underframes. o ‘ . Wagons.,
Bogies. 4-Wheeled. 4-Wheeled.

No. Description. No. Deseription. No. Description.
2 | I, I and 111 class. 2 | Tool Vans. 140 | Cattle Wagons.
1 {1 class, 154 | Open goods.

2 | LI class.
9 | 111, Brake and Lug- T

gage.
4 | Inter. and I_II.

1 | I and 1I class.

GREAT INDIAN PENINSULA RAILWAY.

Broad Gauge.

Urderframes. : . Wagons.
Bogies. 4-wheeled.
No. Description. No. Deséription.
7 | Iand 1 class. . 200 | Open goods wagons.
2 | Saloons for public ¢ : fic. 500 | Covered goods wagons.
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'STATEMENT «C*,

BExcaL NAGPUR Ramwary.

Broad Gauge.
Underframes.
Bogies. 4-Wheeled.
No. Description. No. Description,
1 Inter. clase. 8 Officers’ earriages.
24 III class.
NopTE-WESTERN RAILWAY,
Broad Gauge.
Underframes.
Bogies. 4-Wheeled,
No. Description. No. Description.
$ | Bogie 8aloon carnages. 11 | Ordinery R. B. Carriages.
3 | Bogie I class carriages. 4 | Ordinary II class carriages.
28 | Bogie composite, I & 11 class. & | Ordinary composites, I & II class.
33 | Bogie Inter. & 111 class carrisge, & | Horse Boxes,
43 | Bogie Brake, Luggage & III. 5 | Covered carrisge trucks.
93 | Bogie 111 class carriage. 23 | Freight Vaus.
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STATEMENT « C .

NORTH-WESTERN RAILWAY—conid,

Broad Gsoge—contd.

Wagons.
Bogies. 4 Wheeled.
No. " Description. No. Descripti n.
20 | Bogie High-sided wagons, B. C. I.] 264 | Covered Goods Wagons, ordinary, Al
type. type.
46 | Bogie Lowssided Wagons. 44 | Ordinary low-sided wagons, C3 type.
6 | Bogie rail and timber trucks, B D. 10 | Gil tank wagons, J1 type.
L type.
12 | Powder Vans,
6 | Water tanks.
SovTr INDIAN Riarrway.
Broad Gauge.
Uwrderframes. Whagons.
Bogies. 4-Wheeled.
No. Description. No. Tescription.
22 | IT1 class. 50 | Steel covered goods wagons.
80 | Steel open goods wagons,
RoHILEUND AND KuwmaoN Rarnwar.
- Metre Gauge.
Wegons.,
Bogies. 4-Wheeled.
No. Description. No. ’ Description.
10 | Timber Trucks. 23 , Low-sided Trucks.
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STATEMENT «C”,

BeNaaL AND NoaTH-WESTERN RAmLway.

Metre Gauge.
Wagons.
p
Bogies. 4-Wheeled.
No. Deseription. No. Description.
10 | Timber Trucks. 200 | Covered Goods Wagons.
BurMa RamLwavys,
Metre Gauge.
Underframes. Wagons,
Bogies. 4-Wheeled.
No. Description, No. Description.
6 | I and IX class. 100 | Long Covered Goods.
23 { I1I class.
4 | Women’s 11",
5 | Brake Van and 111
AssaM BENGAL RAILWAY.
Metre Gauge. .
Underframes. ‘Wagons.
Bogies. 4-Wheeled. " 4-Wheeled.
No. Description. No. Description. No. Description.
14 | Inter class Boges. 5 | Brake Vans. 100 | Covered Goods
Wagons.
39 | Inter. and III class. 8 { Fish Vane.
7 |Brake Van Inter. Com-
posites,

H2
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STATEMENT «C*,

Boueiy, BARODA AND CENTRAL INDIA RATLWAY,

Metre Gauge.

A o Underframes.
"Bogies, 4-Wheeled,
No. Description. No. Description.
53 | III class. 12 | Weighted Brake Vans,

1 | Tourist Car (small).

1| Tourist Car (large).

1 | Restaurant Car. —

2 | Brake Vans.

6 | Luggage Vans. .

4 | IIT and Mail Vans.

Wagons.
" "Bogies. ' 4-Wheeled.

No. Description. No. Description.

2 | Petrol Wagons. 200 | Covered Goods Wagons,

Mapras AND SOUTHERN MAHRATTA RArLway.
Metre Gauge. '
Underframes. Wagous.
Bogies. 4-Wheeled. 4-Wheeled.

No. Description. No. Description. No. Description.

2 | I and II class, 1 { Inspection Carriage. 3 | Petrol Tanks.

3 { IIT class. 8 | Horse Boxes. 212 [ Covered Goods

Wagons.
2 | Goods Brake Vans.
45 | Open Goods.
3 | Powder Vans. .
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STATEMENT « C.”

Sovrm INpIANY RArLwav.

Metre Gauge,
Underframes. Wagons,
Bogies. Bogies. 4 Wheeled.
No. Description. No. Description. No. Deseription.
53 | IIT clase. %5 | Steel covered Goods| 400 | Steel Covered Goods
Wagons, ‘Wagons.
2 | I clase with mails.
70 } Steel high-sided. 1156 | Steel Open Goods
8 | [ and II class. Wagons.
60 | Ballast Wagoos.
18 | Steel Rail Tracks.
24 | Steel Goods Brake
Vanvs.
EAsT2RN BixcaL Ralnway.
- Metre Gange.
Underframes.
Bogies. 4-Whee'ed.
No. Description. No. Description,
3 11, 11 and Inter. 6 |} Horse Bozxes,
20 | 1 class. 810 | Brake Vans.
8 | Inter and III class. 1 | Tourist Car.
4 | Loggage snd Brake. 8 | Inspection Vans,
4 | 111, Luggage aud Brake. /8| Accident, 11T and Brake.
1 | 111 and Postal.
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STATEMENT “ D, *»

BoMBAY, BARODA AND CENTRAL INDIA RAILWAY.

5/-6” Gauge,.

Statement showing the demands for wagons and underframes at present entered by
railways for the year 1930-31 in their guinguennial programmes.

Underframes.

Wagons.
. Bogies. 4-Wheeled. 4-Wheeled.
No, | Description. No. Description, No. Description.
4|1 gngi} II\clasd‘l. 3 Lpggage Vans. 2 .Petrol W:;gons.
2 | Liquid Fuels.
: 100 | Steel-wood  Com=
i

posites,

SouTH INDIAN RAILWAY,

Broad Gauge.

©

‘Wagons,

4-Wheeled.

' 'Description.

31

1t

Steel C. G. Wagous.

Steel 0. G. Wagonas.
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STATEMENT “ D,”

GREAT INDIAX PExNI8ULA RAILway.

Broad Gauge.
Underframes. Wagons.
Bogies. 4-Wheeled. . 4-Wheeled.
|
No. Description. No. Description. No. :  Deseription.
12 | [ and 1I Clase, 4 | Horso b. xes, 200 : épen Good
. Wagons.
22 | 111 Class. 1 | Covered Motor Van. i
500 Covered Good
9 | 111, Brake and log- "~ Wagons,
gage. f
EasTERY BENGAL RAlLway.
’-6" Gauge.
Unde: frames.
Bogies. 4-Wheeled.
No. Description. No, Description,

T Class.
I and II Class.

1 | 1, 11 and Iuter. Class.
4 | 111 Clasa,
10 { Inter. ard III Class.
111 and Brake.
I Class.
I snd 1I Class.

Poultry Van,

L

Carriage Truck.

111, Luggage and Brake,

- 2 D e 0

111 and Postal
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' STATEMENT « D.”
+. - NorTR WESTERN RAILWAY.
Broad Gauge.
Underframes, -
- Bogies. 4-Wheeled.
No. Description. No. Description.

2 | Bogie Saloon Carriages. 11 | Ordipary R. B. Carriages.

3 Bogie I Class » 4 | Ordinary 2-d Class Carriages.
28 | Bogie Comp., 1st and 2nd class, 5 | Ordinary Composites, Ist ani 2nd.
33 | Bogie Inter, and ITI class. 4 | Horse Boxes.
43 | Bogie Brake, Luggage and 8rd. 5| Covered Carria.ge.Trucks. :
98 | Bogie 11T Class Carriage. 22 | Freight Vans.

‘Wagons.
Bogies. 4-Wheeled.
No. Description, No. Deseription.
20 { Bogie Highsided Wagons, B.C. L 1,264 | Covered Goods Wagons, ordinary
type. . Al type.
46 | Bogie Liowsided Wagons. 44 | Ordinary Lowsided Wagons, C. 3
type. :
6 | Bogie Rail and Timber Trucks,
B. D. 1 type. ) 10 | Oil Tank Wagons, J. 1 type.
12 | Powder Vans.
6 { Water Vans.
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STATEMENT « D.”

MADEAS ANXD SOUTHERY MAHBATTA RAILWAY.

5 6" Gauge.
Underframes. Wagons.
Bogies. 4-Wheeled. 4-Wheeled.
No. Description. Ne. Description. No. Description.
30 | III Class. 8 | Inspection Carriages. | 70 C. G, Wagons.

8 | L andII1Clsss | . 108 | Open Goods.

BENGAL NAGPUR RAILWAY.

Broad Gauge.
Underframes.
Bogies. 4-Wheeled.
No. _Doscription, No. _ Description,
16 [ I and II Class. " 8 | Officers’ Carriages.
18 | Brake, Luggage and Postal. s
30 | Inter. Class. vou cenrre '
48 § ITI Class. w L e .
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STATEMENT “ D.”

EAST INDIAN RAILWAY.

Broad Gauge.

Underframes. Wagons.,
Bogies. 4-Wheeled. 4-Wheeled.'
i
No. } Descri[,lvtiou. No. Deseription. No. Deseription.
- . .4
6 | Inter. Class, 12 | Horse Boxes. 520 | Open wngons,
86 | IIT Class. ~ 39 | Brake Vans, Goods. 650 | Covered wagous.
3 | 1st, -2nd and Inter, e 20 | Ballast trucks.
Class. A
7 | III, Luggage and| ... e 8 | Miscellaneous.
Brake. )
2 | III and Post Office. e o one
AssaM-BENGAL RAILWAY.
Metre Gauge.
Undevframes. Wagons,
Bogies. 4-Wheeled. 4-Wheeled.
v ‘

No. Description. No. Description. No. Description.
I~ |
50 Il}ger. Class Bogies. 5 | Brake Vans. | 100 | C. G. Wagons.

4 \
] .
5] Brake Van Inter.| 2 |Fish Vana.
Compos.
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STATEMENT «D.>

Easrers Brsgar Raruway.

Metre Gauge.
Underframes.
Bogies. 4-Wheeled.
i
Description. No. Des;cription.
I, 1I and later. 16 | Brake Vaus. '
I1I Class. 2 | I Clasa. !
t
Inter. and 111 2 | Isnd TI Clase. |
111, Luggage and Brake. 2 | Luggage Vans. !
5 | Tourist Cars. !
5 } Inspection \'a.nif.
5 | Caboose Brake Vaus.

BurRua Rarzway.
Metre Gauge. )

Underframes.

Bogies.

No. Dewription.

8 T and II Clasa.
23 T1I Class.
Vomen's 111 Class.
5 :Brake Van aud 11 Clasa.
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STATEMENT «D.”

‘BENGAL AND NORTH-WESIERN RAILWAY.

A Metre Gauge.

'anons..
e et s W0 (IR TN
No. . ‘ Description.
200 C. G. Wagons.
4

MADRAS AND SOUTHERN MAHEATTA RAILWAY.

Metre Gauge.

Underframes. . ‘Wagons.
Bogies. 4-Wheeled, 4-Wheeled.
No. " Description, No. Description. No. Description.
2 | Inter. and ITI Class. 8 | Carriage Trucks, 131 | C. G. Wagons.
1 |1, II and LIX Class. 2 | Loco. Ol Vans. T
)
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STATEMENT “D.”

Bousay, Borops AND CEXTEAL INDIA RArrway.

Metre Gauge.
Underframes.
Bogies. ' 4-Wheeled,
No, Deseription. No. Description,
40 | I1I Class, 4 | Covered Motor Trucks.
1 | Tourist Car (large). 12 | Weighted Brake Vans.
2 | Brake Vans,
§ | Luggage Vans.
5 | I1I aud Brake Vans.
13 | Brake Vans,
4 | 11T and Mail Van.
Wagons.
Bogies. 4-Wheeled.
No. Description. No. Description,
2 | Petrol Wagons. 174 | C. G. Wagons.
3 | Timber Trucks. 100 | Steel Ballast Wagons,
10 | Wood Live Stock.




156
STATEMENT ¢#D.»

,SoUTH INDIAN RAILWAY.

Metre Gange.

_ Underframes. Wagons.
Bogies Bogies, 4-Wheeled.
No. Description, - No. Description. No. Deseription.
85 | I1I Class, 75 | Steel C. G. Wagous, 224 |Steel C, G, Wagone
25 | Brake Van and III . 60 | Steel Ballas
Class. ' Wagons.
2 | I1I Clsss with Mails.
8 | I aud II Class.

VI—Indian Stores Department.
(1) Letter dated the 14th[16th May 1927.

In the course of the conversation Gahan and I had with you on the 9th
instant I undertook to give you approximate figures of the value of orders
placed by the E. B. Railway against their requirements for Locomotive and
Carriage and Wagon parts (local manufacture) 1926-27.

I enclose a statement giving the values of the orders for 49 out of the .51
items for which tenders were invited in India. Orders for items 47 and 4§
were not passed to my office for inspection so I do not know the value or the
name of the successful tenderer, if any. They are probably being imported
All the orders were placed with firms in India but those shewn in column Il
are being imported, not made in the country.

The percentage being locally made, viz., 52 per cent. is higher than 1
thought. I was misled by the fact that most of the more important items
are being imported. :



Carriage ond Wagon parts 5 6* Gauge jor Eastern Bengal Raitway,

Ttem Quantity Amount,
No. MP""" of parts required. required. Rate. Local, Tmpo't.
A ——v— - —— e e - e ot ittt W o e ———
Ra. A, p Re. a4 »p Re. a4 p,
1 Jadeguandsgep?t® . . . ., . 100 23230 0 0l 2,256 0 © -
2 Do. Ty . 300 6,450 0 0 ,, 6450 0 0 e
8 De. 71" to sheet No. 7 . e . . 80 22 0 0each L,100 0 0
4 | Aslezuard bridie for 63" axleguard . 1,200 110 0 ,, 1,950 0 0
5 Do. o Tt " .. 200 110 9 ,, 834 6 0 “
) Do. . 7} " 800 111 0 1450 0 o
7 Do, » A3 type wagons . 200 01 o 131 8 o
8 Do. »» American wagoens - 200 015 0 187 8 0
9 Do » 9i” centre holo “ 50 1 90 8 2 0
10 | Cotter Split for drawbar hook 43" x 14§ . 6,000 028 937 8 0
1 Do, do. 4" x 13" x 4" . 6,000 15 0 0% 800 0 O
12 Do, handorake lover 837 x 1" x §* . 1,200 12 6 0% 148 8 ¢ .
13 Vo. do. 33 % 14" x & 1,200 0 2 0 each 15 0 0
14 Do, drawbar Shackla pins 3" x {" x & ” with-
out rivet ho's . . . 6,000 018, 625 0 0 .
15 Do.  with §” rivet hole . . . . 6,000 0109, 656 4 0
16 Do for drawspring spindle 43" x §* x Iy . 12,000 1412 0% L7% o0 0
17 Do. drawbar securing pins 33" x §* 3 1,200 11 ¢ 0% 132 0 0

ST



Quantity

Amount

Ilgzx? Description of parts reguired, required. Ra,b-e. Local, Tmport.
Rs, a. 2, R. A = Rs. A, B,

18 [ Do “A” class buffer 33°x17x3" . .| 12,000 11 8 0% 1,38 0.0

1 | Do bufer . . . . . .| 12000 2 6 0dos. 2,375 0

20 Coupling Screw Shackle with pin 13" . . . 1,100 3 8 0each 3,850 0 0 vee

21 Do.  C.&W. with shackle pivs, etc. . 1,000 2214 0 , - | 2281 0 0

22 Do. Sbackle for B. G. with 1§”hole . .| ' 500 310 0 ,, 1812 8 0- '

23 Drawbar lovg 7/-0 §” x27 x 2” . . . . 25 20 0 0 ,, 725 0 0 .

2 |DrawbarLR.C.Atype . . . . . . 50 1814 0 , 94312 0

25 | Drawbar for Goods stock 7-0 " o . . . . 40 20 00 , 1,160 0 0

2% | Do. 72§ %2 x2" .. 100 2% 00 , 2900 0 0

27 '.Pins for pull rod " . .. . . . 3,600 g 4 9 , 1,039 1 0 ree

28 | Scroll iron 163" x 24" height 58" . . .. 750 8612 0 5062 8 0 s

29 | Spring bearing 8 plated for 6 wheeled bogie oarriage . 24 54 2 0each e L2990 0 0

30 | Do. 9 plated do. . 2 78 0 0 , 1,82¢ 0 0

31 ' Do. 10 plated do. . 20 4710 0 , 952 8 0

32 | Do. 11 plated do. . 100 45 6 0 , 4,537 8 0

33 | Do 12plated withoutclipp . . . . 100 53 0.0, e 5300 0 ©

34 Do. 13 plated do. . . R . 40 4512 0 ,, e 1,836 0 ©

861



36
87
38
39

[}
43
43

(4]
46
47
48
49

51

Do.  14plated  do. [ .

Do. 15plated do . . e
Stanchion fitted with bracket R, & L. 20 scts . .

Axlebozes cast steel 7° ¥ 84° . . . . .
Bogie Centre brackets . . . .

Bolts side friction for bogie covered wagons . .
Coupling head for Watson buffers . . . .
Hoadstock bracket 10° . . . .

Do. 8° . . . . .
Spring stecl for cavriage door lmndle. . .
Springs side friction for bogle covered wagons .
Bprings beariug 8 plated slotted . . . .
Spring coil for equalising beam for new type . .
Springs coil axle box top for new type . . .
Facoplate for axle box 77 x 4° v . . .
Buckles for tender apring with sct screws . .

Spring bearing engine leading end trailing 16 plated

160 812 o0, . 8812 8 0
20 60 4 0 , - 1,206 0 0O
72 0 0set 1440 0 O

400 17 0 Oeach ar 6800 0 0

100 52 0 0 5200 0 O

200 1,060 0 Olot 1050 0 0 e

100 31 0 0each 8100 0 0 o

200 8 o0 0 , 6,000 0 O -

100 12 0 , 3,076 0 0 "
1,000 016 0 , 937 8 0
1,600 310 4,693 12 0

100 2915 © e 2,998 12 0

200 Copy of order not received.

12,000 18,600 0 O lot 13,600 ¢ 0
60 713 0 each 30010 o
70 5510 0 vor 3,803 12 0
o 4 73,73 &5 0O 68,251 2 3

Re. 142014 7 0

65T
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{2) Letter No. M.-5, dated the 31st May 1927, from Mr. H Y. Davy, to the
. President, Tariff Bomd

In continuation of my D. 0. No. M.-5, dated 16th May 1927, I enclose
herewith particulars obtained from the Intelhgence Branch, Headquarters
Office, for 107 x 57 axle-boxes * * * T regret the delay, caused ‘_by the fact that
belting is delivered to the India Store Depdt and the Director General, India
‘Store Department’s lists did not contain the transit charges from the depst
‘to the Indian Port. I have worked them out and the c.i.f. price I have
.given is, I believe, correct within a rupees. * * * As regards the axle-boxes,
although the ones shown are all 107 x5” for Broad Gauge Vehicles, items 1
-(b) and 3 should be excluded from comparison with the others. " Item 1 (b)
-is *a larger and obsolescent type. This by itself would account for a high
-price and the price would be still further enhanced because the number
required was so small. Ttem 3 is for the axle-box complete with expensive
“bearing brass. ’ - :

I regret T am unable to communicate the dates of the orders. Copy con-
4racts are not received in the Intelligence Branch of the Indian Stores Depart-

:ment.



i . . L IE Date of
gz" Description of articles. Contractor's Name, 3:;:,:5’ Rate. Unit. Delivery. It;ullifn Contract,
. ports
s d. BRa, 4. P.

1 | Axleboxes, cast steel or malleable cast | Acieries de Haine-Saint Pierre 22n9 Feb.
iron, with all fitt'nge but without | et Lesquin, per Banting & 1927,
brasscs, for 10” x 5" journals, for § Tresilian Limited, 64 Vio-
broad gange stook :— toria Street, 8. W. 1.

(o) For narrow axleguard groove 160 20 8 Each F.O.B. | Antwerp | 14 14 2
%b; lli"or douhlt; axle Il'd::r %g?) ?zsi g M . N ?i lé lg
¢) 1” groove for axleguards »oon N

(d) Groove 2}” . ¢ .. 2,600 180 woo » 13 6 2
(e} Typel. R. C. A. for goods atck 100 23 0 o " 1611 7

2 | Axleboxes, onst steel or malleable cast | Societe anonyme Usines et 7v0 19 0 " " ' 14 0 10 | 30th Dco.
iron with all fittinge and steel liners, | Aciones Allard Moutsur- 1926.
but withont brasses. No. ¢ for 10" x | Merchienue, Belgium, Agent,

5" journale for wagons. Mr. J. Ghion, 120, Moor-
gate, London, E. C 2.

3 1 Axleboxes, cast steel or malleable cast | The Henricot Steel Foundry, 500 » v . 32 1 5 | 2nd Nov.
iron with brasses, steel liners, face | 5, Laurence Poutney Hill, 1926.
plates, dust shields end all fittings, | Caunon Street, Loudon, K.
complete for 10” x 5" jourrala. C. 4

4 | Axleboxes, Cast steel or malleable cast Ditto. 2,000 | 16 4 P " 12 4 8 | 18th Aug.
iron, with steel liners and fittings, but 1926.
without brasses, and bolts and nuts
for face plates; No. 6 for 10¥ x §”
journais. . .

5 | Axleboxes, oast steel for I. S. R, | Acieries de Haine-Saint- 400 16 4 » » v 12 4 8 | 24th June
wagons for 10 x 5” jonrnals, com- | Pierre et Lesquin, per Lon- . 1926.
plete with key plates, lids and leather don Agents, Banting & Tre-
washers, but without gan metal bear- | silian, Limited, 64, Victoria
ings and leather dust shields. Street, Westminster, 8. W. 1. :

€ | Axleboxes No. 4 cast steel for 10 x 5% { Ate Franciase des Acieries 150 16 51 ST » 12 5 3 | 28th July
journals, with key plates, dust shields, | de Blane, Museron, Quiever- 1926.

face plates, etc., but without brasses
and bolte and nute for face plates,

chan (Yord), France,

191
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VII.—Bombay, Baroda and Central India Raxlwny Company,
Bombay.

Letter No. 8. 4825, dated 18th Agril 1927.

Under instructions of the Government of India (Railway Board)—vide
their letter No. 61/8, dated 8th instant, copy enclosed—I forward herewith,
for the consideration of the Tariff Board a copy of my letter No. 8. 48/ 25
duted 10th February 1927, to the Secretary, Railway Board, in connection
with the above.. -

Copy of the Railway Board’s letter No. 61-8., dated the 8th April 1927, to
the Agent, B., B. & C. 1 Railway.

Import duty on “railway material.

With reference to your letter No. S. 48/25, dated 10th March 1927, 1 am
directed to state that the Tariff Board are at present enquiring into, inter
alia, the question of import duty on railway material and I am to suggest
that you should address them in the first instance.

Oopy of letter No. S. 48]25, dated the 10th February 1927, from the Agent
, B. & C. I. Railway, Bombay, to the Secretary, .Razlway Board, Delhi.

Import duty on railwdy material.

1 beg to inform you that under the Tariff Schedule now in force, Railway
material for making rolling stock is assessed as under:

Serial Nos. Lo e -
101 and 102. | Carriages, wagons, etc and compOnant parts 10 per cent.
thereof as defiued therein, ad valorem.
87 and 88. " Locomotive engines and component parts | 2% per cent.
i thereof ns defined therein, ad valorem.

2. Whilst assessing for duty the component parts of carriages and wagons
or loco engines the Customs Authorities insist (notwithstanding the provisos
of Serial Nos. 102 and 88) that in order to bring them within the 10 per cent.
or 2} per cent. ad valorem duty, as the case may be, it is not only necessary
to prove that the component parts imported are essential for the working of
the Railway but that they have been given for that purpose some special
shape or quality which would not. be essential for -their use for any other
purpose. As, however, this Railway imports most of the material required
for the bmldmg of rolling stock unfabricated and in more or less commer-
cial lengths and unshaped, duty is levied according to the ordinary tariff
rate fixed for such materials in spite of the fact that they are genuinely
imported as a part or portion of an article to be used for railway purposes
only, and is essential for such an article, as will be seen from the Collector
of Customs, Bombay’s order in Appeal No, RSR. 5767 of 4th January 1927,
a copy of which is herewith enclosed for information.

3. As a result of a recent analysis, it is found that this Railway has to
pay an average of 17 per cent. on all material imported for the building of
carriages and wagons and 12 per cent. on material imported for. the building
of engmes against the Tariff Schedule rates of 10 per cent. and 2} per
ceny, respectively. The average has been taken from the actual customs
dutjes paid against the value of the goods imported, as will be seen from
the following instance:—. R

- Duty.is-now.paid by this Railway on wheels and axles at the rate of .
2} per cent.; on vacuum brake material 23 per cent.; on steel
sections and plates between 11 per cent. to 26 per cent.; on
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copper rods, tubes, plates 15 per cent.; and on injectors, lubrica-
tors, etc., 2} per cent.—when these are imported for locomotives,
and on wheels and axles at the rate of 10 per cent.; on vacuum
brake 10 per cent.; steel sections about 28 per cent.; on bolts
10 per cent.; on panels 15 per cent.;—when these are imported
for carriages and wagons.

Jf the materials were imported fabricated and fashioned ready for erec-
tion or fully erected, the duty payable would be at the rate of 10 per cent. in
the case of carriages and wagons and at 2} per cent. in the case of engines.

4. The value of the material imported this year amounts to—

£
Carriages, Broad Gauge . .. . 386,218)Including £9,900 for
Wagons, Metre . . . . r wheels and axles on
Engines, Metre . . . . 17,688) indent B-9,

The above excludes the cost of 375 steel covered wagons to be supplied
by Messrs, Burn and Company, Limited.

5. If this material was assessed at 10 per cent. for carriages and wagons
and 2§ per cent. for engines the saving would amount to £6,006 in the case
ot carvioges and wagons and £1,680 in the case of engines or £7,686 or over
Rs. 1,00,000 in the year.

6. My contention is that tariffs are generally framed to encourage local
industry and employment and that in the present reading of the rules, it
might pay the Company to practically scrap its manufacturing shops and to
import all its rolling stock erected or fashioned ready for erecting thus
throwing out of employment a very large number of Indian workmen.

7. Against the saving mentioned in paragraph 5, it would be necessary
to deduct the extra customs duty charged on the enhanced value of fabri-
cated material against the raw material and the small excess in freight in
some cases where the material is so shaped that it occupies more space in the
ship’s hold.

8. Our indents for material required for our rolling stock building pro-
gramme are definite indents for a particular work and are certified by 4
competent railway officers and counter-signed by the Government Examiner.
This material is definitely required for building a particular type of rolling
stock and will be used for that work only, or is definitely required for that
work. Thus I think it should come under the clause for rolling stock or
machinery as the case may be.

9. Under the circumstances stated, I shall be ‘glad if you will kindly
move the Finance Department to alter the wording of the Tariff Schedule to
rend that provided it can be shewn that certain material is genuinely import-
ed as & part or portion of an article to be used for the purposes of the Rail-
way, the duties fixed for the principal articles, viz., 10 per cent. ad valorem
for carriages and wagons and 2} per cent. for loco engines should only be
charged whether the material is given a particular shape, size, quality, or
not.

IN THE OFFICE OF THE COLLECTOR OF CUSTOMS, BOMBAY.

RBR. No. 5767 of 1927.
New CustoM Housk,
Bombay, 27th Jenuary 1927.

N. B.—(1) Thus copy is granted free of charge for the private use of the
. person to whom it is issued. '

(2) No appeal lies against this order, but an application for re-
vision may be made to the Governor General in Council. Any
euch application should be addressed to the Government of India,
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Finance Department (Central Revenues) and need not itself bear a
Court fee stamp-; it must, however, be accompanied by a certified
copy of this order, bearing the Court fee stamp prescribed under
Schedule I, item 6, of the Court Fees Act of 1870.

Copper steam tubes—Assessment.

Reap—Appeal contained in letter No. S-48, dated 25th October 1926,
from the Agent, B. B. & C. I. Railway Company against a deci-
sion of the Assistant Collector, Appraising Department, assessing
certain copper tubes to duty at 15 per cent. and imposing a
penalty of Rs. 100.

READ—Subsequent‘ correspondence.
Reap—Mr. Slade, Controller of Stores, on behalf of the Railway Company.

ORDER.

The B., B. & C. 1. Railway Company imported certain copper tubes for
leading steam from locomotive boilers to various operative parts. The Rail-
way declared the goods to be component parts of railway locomotives dutiable
at 2} per cent. The Assistant Collector called on the Railway to show cause
why a penalty should not be imposed for misdeclaration on the ground that
the tubes were not component.parts of machinery as defined by item 51-A of
the Statutory Schedule. After some correspondence he ordered the tubes.
to be assessed at 15 per cent., and as he considered that the misdeclaration
might have involved a loss of Rs. 529-10-0 in duty, he imposed a penalty of
Rs. 100. Against this decision the Railway have appealed.

2. The Railway have produced a copy of the home indent. The tubes.
are shown therein as ‘‘ solid drawn’’ and of varying outside diameters, bores,
and lengths. The indent also requires that the copper tubes should
comply with a British standard specification for seamless copper tubes, and
that they should be tested internally by hydraulic pressure to 250 lbs. per
square inch and show no defect during or after this test.

3. It is admitted on both sides that the tubes cannot be fitted to loco-
motives in the lengths imported, and that they thus have no special shape.
It appears to me, however, that they have a special quality which would not.
be essential for their use for any purpose other than that of working steam
machinery. The appraiser concerned admits that the tubes can only
reasonably be used for leading steam at high pressure, and for all practical
purposes I consider that this is tantamount to admitting that the tubes.
have a special quality as contemplated by item 51-A corresponding to item
88 of the Tariff Valuation Schedule. The appeal must therefore succeed,
though not on the exact grounds put forward by the appellant. The tubes
should be re-assessed at 2} per cent. as being component parts of machinery,
and both the duty charged in excess and the penalty refunded.

(Sd). A. M. GREEN,

Collector of Customs.
The 28th January 1927.

RSR. No. 5767.
New CustoM Hovusk,

Bombay, 28th January 1927.

Copy forwarded for information to the Agent, B., B. & C. I. Railway
Company, Bombay, in continuation of RSR. No. 5767, dated 4th January
1927. The necessary refund orders will issue in due course.

(Sd). 'A. M. GREEN,
. : " Collector of (‘ustoms..
The 28th January 1927.
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VIIL—Hukumchand Electric Stec] Works.

A.—Warrrex. .
(1) Letter dated the 20 April 1927.

As requested we have pleasure in submitting herewith our production cost
accounts for steel castings and spring steel manufactured during the half-year
ending September 30th, 1926. The account submitted is the latest we are able
to produce at this date but the cost accounts for the second half of the year
are being prepared as quickly as possible and will be forwarded for the Board’s
information at a later date.

It will be noted that approximately one half the output of liquid steel
from our melting furnaces was utilised for the manufacture of steel castings
and one half in the production of spring steel.

It has been necessary therefore to split up our accounts into two parts, one
for spring steel and one for steel castings.

As explained in our representation to the Board, dated April 19th, 1926,
the establishment of spring steel manufacture in our works has an important
effect on the cost of our steel castings in reducing the cost of our liquid steel.

We have, therefore, determined the cost per cwt. of .our liquid steel, ex-
cluding overhead charges, and have charged this rate for the steel transferred
to both the steel castings and spring steel departments. From this point the
accounts have been divided and separate statements are submitted for castings
and spring steel. ’

All overhead charges have been levied on the steel castings produced as in
previous accounts submitted. The production cost per cwt. of castings is consi-
derably higher than in the corresponding period of 1925 and this is due to the
comparatively small output with corresponding increase in overhead charges
per unit of output.

Any fariher information the Board may desire will be gladly supplied.



HUKUMCHAND ELECTRIC STEEL WORKS.

Liquip StErn Propucrion Cosrt.
Total Liguid Steel produced

Cwts. 11,289,

‘Works Costs.

© Raw Materials—Metallic.

Miscellaneous Stecl Seraps
Steel Borings and Turnings
Foundry Seraps . .
Ferro Manganese
5 Silicon .
Aluminium .

Slagging Materials.

Iron Ore , .
Anthracite Coal
Fluor-spur . .
Lime-Unslaked .

Materials.

Dolomite—Raw .

Fire, Clay, Sleoves .
sy Nozzles .

Plumbago stoppers

Carried over

1926. .
Total. Rate. Amount.
April. | May. | Jume. | July. | August, | Scpbem

: Ra. A.P.
owt.| 60000 | 3300-0| 3700 271-00] 49100 537-0-0 2,466-2-0 | Re. 20 per ton 2,466 8 0
» [127200 | 12.12.0 [1,422-10-0 | 1,665-0-0 | 1,600-0-0 | 1,387-0-0 8556-00 | Rs. 13 = ,, 5561 6 3
o | es0-0-0 | 85740-0 { 200-00 | 26400 | 24100 | 21200 155400 | Rs. 20 . 1554 0 0
» | 18310| 1917 18312| -16027| 16215 | 19292 1042-9 | Rs. 180 . 941 3 6
. 11-10 | 1110 637 | 102 110 | 1110 6217 | Rs. 22 perowt. | 1,370 14 ©
0316 0122| o0-24| 0815| o0-1-22| 0-1-20 307 | RBs. 94 287 14 0
‘ 12,746-1-23 12,181 13 9
wh. 615| 1134 22215 921 | 10219 | 4124 85112 | Rs. 16 per ton. 52 4 6
o 1528 | 17818 | 18115 | 21317 30-04| 20226 119-126 | Rs. 3-8 per ewt. 418 8 0
. 1802 | 16014 732 | 15014 | 18326 | 14-0-4 90-0-6 | R, 85 per ton. 38211 9
w | 12000 | 1200-0| 9200 | 1240-0] 130-00 | 14220 728-2-0 [Rs. 117-8 per cent.| - 1,169 2 6
1,003-1-16 2,022 5 9
cowt. | 180-00 | 240-00 | 240-0-0 | 24000 | 240-00| 240-0-0 1,880-00 | Rs. 13-8 per ton. 931 § 0
pes. | 168 205 132 17 204 192 1,0:2 Rs. 18 onch. 536 0 0
" 56 72 44 59 68 84 363 Be. 186 each. 19213 6
" 56 68 4% 59 68 64" 359 Re, 1-0-10 each. 1l 0
2,038 0 6
vee ™ . " . 16,242 4 0

991
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Liguid Steel.
— e Total. Bate, Amount, g:::g
: April. May. June. July. | August. Se g:fn' .
Bs. 4. 2. | RBs. a.Pp.
Brought forward - . - - 18,212 4 0
Graphite Eleotrodes . . owts. 7-2-26 7-2-10 420 6-0-22 7-2-14 5-3-8 89-1-22 | 0-961b. 2623 8 O
Nipples . . . . pos. 9 12 8 9 9 8 53 | Ba. 2-4eachf 119 4 0
Miso. stores . . . owts, | 810-15-8 | 265-12-6 | 193-11-9 | 225.18-8 | 429-12-0 | 270-1.8 1,696 2 8| 4,438 9 3
Units .00" .a ver .M ala.-ial..' Rs. 24,100 76,575 61,050 80,025 73,500 80,700 4,48,950 .
Eleotrie ourrent , . . Rs, 4;,156-14-9 4,420-8-8 | 8,501-8-8 | 4,232-2-¢ | 3,925-6-0 |4,161-13-6 | 24,495-0-1 | ‘873 anna. 24,498 0 1
Mogueoits Briore. Tming. s .. 216 100 850 | Bs. 16 each| 525 0 0
Bilioa ] » e e 880 700 - 398 833 2,809 | Re. Sooggz 69211 8
Fireolay . M . . cwhs. 12-0-0 89-0-0 50-0-0 86-0-0 60-0-0 33-0-0 230-0-0 [Rs. 80 tons. ] 345 0 0
Miso, Stores . . 912-11-9 | 1,027-1-0 | 919-7-6 1,047-i6-8 1,071-8-6 | 993-15-9 5,972 6 9| 7,535 2 0
‘Workers’ wagézau.bow'. . Ra. 544-8-8 | 574-14-0 | 468-10-6 | 594-12-0 597-7-6 563-0-0 w“ 8,313 6 0
Qensral Work Supervision. . . .
European Establishment . Rs. | 1,000-0-0 | 1,000-0-0 | 1,000-0-0 | 1,000-0-0 l,OOO-O-OF 1,000-0-0 6,000 0 0
Indian » .« 135-0-0 135-0-0 135-0-0 135-0-0 135-0-0. 185-0-0 o 810 0 046810 0 0
Carried over . e 63,867 5 4

Total Liquid Steel produced cwts. 11,289-2-10,

°." Cost per owt. Re. 5-9-2,

291



IIL.
Steel Castings.

. Septem- GRAND
April. May. June. July. Angust. er, | TOTAL Rate. . . Amount, , TOT:QL.
Total Output (Estimated) 4,000 Cwt. . . Rs. A. P.
: Liquid Steel 6,000 Cwt. as per Statement ‘“A " 6,000 Cwt. Rs. 5-9-2 per owt. 33,437 8 0~
Works Cost, : ]

Materipls— | ’
Miscellaneouns . . Cwt. | 620-6-3 | 676-11-3 | 379-0-3 | 622-9-8 | 573-15-9 | 542-13-6 .3,415 8 -

* 3teel Moulders Comp. ,, 3,028-2-8 | 3,053-2-8 |1,747-1-20 1,857-3-22 1,740-0-20 |1,5610-3-16 !13,238-3-10{Bs. 15-0-0 per ton.| 9929 2 ¢ .

. Machine 8hop Stores Rs. . . 2,978 5 1
Welding ' . Cwt. 150-0-3 | 233-10-0 | 262-14-0 447-3-3 3-10-0 139-2-0 1,236 7 6
Pattern ' P 183-7-0 93-4-9 | 208-14-0 30-5-9 | 176-10-0 | 311-5-6 942 15 0 18497 6 1

Less Serap Becovered . s 70,666 14 1

. 2,000 0 0

Cost Over Materlals— ) 68,660 14 1.
Units . . 24,700 26,525 20,350 26,675 24,500 26,900 1,49,650) oo .
Eleetrie Carrent . Ra. 11,385-10-3 | 1,473-8-0 | 1,167-1-0 (1 410-11-5 | 1,308-7-3 | 1,420-9-9 - " £,165 15 8

Fuels~ i
Steam Coal . . Cwt. 2,226-0-23 | 3,451-0-0 | 1,857-0-0 | 2,427-3-4 2,178-0-18 [2,080-1-27 |14,220-2-16| Ra. 10-0-0 per ton.[7,130 5 O
Hard Coke . PR 112-0-0 164-0-0 81-0-0 179-0-0 196-0-0 167-0-0 599-0-0| ,, 20-0- s 809 0 0
Gas Coke . . P 31-0-0 4-0-0 Nl Nil Nil Nil 35-0-0| ,, 20-0-0 ., 35 0 0 8,044 5 0

" Labour . . Rs. - 8,136-6-6 | 8,440-5-3 0,614-12-9 {7,048-11-9 | 7,088-0-9 |7,460-12-9 44,789 1 9

General Works Supervi- .
sion—

Europedn Estt. . sy ~ 400-0-0 400-0-0 400-0-0 400-0-0 400-0-0 400-0-0 2,400-0-0
Indian ,, . -, 745-0-0 718-0-0 710-0-0 759-1-3 491-0-0 535-0-0 3,958-1-3 6,358 1 3
/ 117,202 5 9

Total Finished Output Cwts. 4,000-0-0.
Cost per Cwt, Output Re. 29-5 3.

[y
(=]
Q0
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Srris¢ SrexL.

Total In;ot produced—5,289 cw's.
cwta. cwts.
Ingot stock on 30th September 1926 . . . . 1,631
Leso— »” s a» Slet March 1926 . - . 543
S Added to stock . . .. . . . , 1,098 1096
Spriug steel stock on 30th September 1925 . . 1,768 ’
Lesr— ”» ”» 3 » Slst March 1926 . - . 127
.".Added to stock . . . . . . . 1,555
1,555
Spring steel sold . . . . . . . 963
— 963
ToTAL . 3,615
Add scrap and rolling loss . 1,674
5,489

Prolu:tion cost—Fi.is"ed spring s'eel.

Ra. A. P.
Liquid eteel . . - 5 9 2 asperstatement “A >,
30 per cent. for serap md rollmg loss . 110 6
Ingot moulds . . . . 0290
Ishapore rolling chargee . . . 3 40
Freight and handling charges . . . . 03¢0

ToraL . 1012 8
Less scrap recovered . 040
Net cost per cwt. . 10 8 8




Hukumchand Electric Steel Works,

- Plant and
Buildin, 2% per cent. + % per cent. Total Total .
Year Expenditugre. Depreciation. M“‘;:;g?grfx' De’precin.tion. Expenditure. De_precia,tion. REMARES.
April to September 1926. Rs. 4&.,.P. Bs. A. P Rs. A. P Re. 4, P, Rs. A P, Rs. 4. P,
Statement “C”,
Depreciation . . . 2,72,323 4 8 3,403 ?2 0 7,85,923 5 3 29,472 0 0]10,58,246 9 11 32,875 12 0
Statement <“D . Capital, Block Capital, | Int. on Block. ‘Working Int. on Working Total
. Capital. Capital. Interest.
. ol
Interest . . . . 13,49,741 12 3 |11,57,817 5 6 34,734 8 0| 1,91,92¢ 0 0 5,757 12 0 40,492 4 0 g
Statement “E . Supervision. Management. Total.
Head Office Charges . . . 9,992 8 0 16,434 4 0 2642612 0| ... e
Depreciation . . . . . . 32,875 12 0
Interest on working capital . . . . . . . . 5757 12 0
Head Office charges . . . . B . . . 26,426 12 0O
Total N 65,060 4 0
Total output Cwts. . . . 4000
+. Overhead charges . . . . Ra 16 4 0 percwt.
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(2) Letter dated the Srd May 1927.

We have pleasure in submitting herewith our production costs for steel
castings and spring steel for the half-year ending March 31st, 1927, together
with a statement showing the quantities of steel castings sold during the
years 192526 and 1926-27. As requested by the President, we have shown
* Castings sold to Railways' and * Castings sold to General Engineering
Firms " aeparately, with the average price per cwt. realised in the case of
each class of castings.

The further information asked for at the oral enquiry is nearing compie-
tion and will be forwarded in a few days.

We trust the statements submitted herewith arg quite clear and contain
all the information you require.



STATEMENT A.
HURUMCHAND ELECTRIC STEEL WORKS.

Production Cost Sheet.— Half-year ending March 1927.

STEEL MELTING DEPARTMENT.
Total Liquid Steel Produced— Cwts. 8,85

foo

! .
October November | December.! Janua Febru March Total
— 1926 1926. 1926. w927, | 1z | 1920, Total Rate. Amount. | 4poun,
1. Raw Materials, BRs A. P,
Metallic—
Misc. Steel Scraps .| 289 0 0] 241 0 O 313 0 O 421 0 O| 576 (0 O} 692 0 02,532 0 0200 O] fon | 2,532 0 ©
Stgigl, Borings and 789 0 0| 662 0 O 863 0 0| 989 0 0| 875 0 01,322 0 05500 0 0130 of ,, 3,575 0 0
urnings. . |
Foundry Scraps 144 0 0] 123 0 0] 196 0 O 365 0 0| 408 0 O 554 0 01,790 0 0,200 O ,, 1,79 0 O]
Ferro Manganese . 8 219 7 018 9 015 10 114 16 2 0 19 3 38 71 2221800 0O ,, 645 4 3
» Silicon . 720 720 720 110 1110 19 3 0 64 8 0220 O owt, | 1,424 8 0
»  Allnmininm 0 123 0 122 006 0 316 011 0120 2 224|940 0 ,, 255 2 3
———————110,221 14 6
11. Blagging Material— 9,961 0 18 10,221 14 6
Iron Ore 1 324 3 32 1 314 4 226 10 1 0 2 021 25 0 41160 0] ton 20 0 6
Anthracite Coal 4 022 3317 5314, 8 116 700 7 319 37 022 38 0 owt. 130 3 0
Fluor-spar 3 227 3 126 5 121 12 024 8 20 919 42 2171850 0f ton 181 4 3
Lime Unslacked 81 0 0 68 0 0 87 0 0| 123 0 O 113 0 0] 144 0 0| 616 0 O (1178 O%mds. 988 9 9 13 1 6
720 315 1,320 1 6§
III. Refractory
Malerials— .
Dolomite Raw 120 0 0 120 0 O] 250 0 O 270 0 0| 200 0 0) 300 0 01,260 0 0|138-0 gon | 85 8 0
Fireclay Sleeves 84 pos. 64 pes. 132 pes. 168 pes. 156 pes. 216 pes. 840 pes. 08 0 each! 420 0 0|

GLL



+» Notzles
Plumbago Stoppers.
Graphite Electrodes
Nipplea . . .

Minoellaneona Mane-

ona Stores,

Eleotric Current
V. Repasrs and
Ralining—
Maguesite Bricks .
SHica Bricks .
Fire Clay .

Miscellaneons Mane-|
ona Storen,

V1. Labour~
Workera’ Wages

VII. General Work
Bupervision—
European Establish-

ment.
Indian  Establigh-
ment,

. 8,

8,
5 010
6 poa.
195 9 8

. | 48,875
.12409 2 @

1,000 0 0
185 0 0

3,
4 318
8 pes,
167 7 38

39,142
233410 @

46 00
72113 9

810 7 0

1050 0 0
185 ¢ ©

H o,
3110
T pes.

209 70

30,475
94018 8

15 pes.
837 ,,

4 00
79811 6

885 7 0

1,050 0 0
185 00

Total Liquid Steel Produced

6 03
9 pos,
28410 6

65,50
3756 0 ©

145 pos.
561 ,,
40 2 0

1114 8 0

4710 6

1,050 0 0

62,798
8,022 8 0

3 0 ¢
L148 4 @

408 14 8

1,050 0 o

185 0 o)

185 0 0

Cost. per Cwt. Ra.

2, 282 ,,
7, 20
10213 37138
11 pes, 45 pes.
295 ¢ 0
83,468 345,000

411212 0)18,50412 9

160 pos.
621 pes. 12,119 ,,
40 2 0| 222.2 ¢
1274 9 38
485 1 6
1,050 ¢ 0
85 00

.Cwts. 8,851 0 0
513 5

08 6
10 10

09
24

18
300
00

[
)

(=]

”

1b.

each

each

i

| 8,085 8 3

149 18

254 9 3
————— 1,714 14 8
2,481 14

101 4 0

1,402 6 3
8985 8 3

18,1312 9

240 0
635 11
833 12
5,766 9

© o o o

6906 1 0

2,356 15 &

2,356 15 8

6,250 0 0
810 0 0

7,000 0 5

51,760 8 6

8.1



SIALLMENLI D,

HUKUMCHAND ELECTRIC STEEL: WORKS.

Production Cost Sheet. Half-year ending March 1927.

StERL CasTINGS DEPARTMENT,
Total Output estimated—Cwts. 6,379-0-0.

— Oofm [ Mormmer | Posmm | T | T | RS | vl | mete | dwous | Tl

Bs. A, P Rs. 4. .| Ba. A. P,

Liquid Steel-~Cwts, 8,069-0-0, as per Statement “ A 47,153 3 647,153 3 6

Materiale— .

Miscellaneous . L] 48011 0 565 7 O 79515 9| 71115 3| 605 3 0| V24 6 3 - (888410 3
Steel Monlders Compo.] 1,964 1 41,299 1182677 3 12|2,333 0 4|4,232 016(3,93 2 8]i6453 1 6(15 0 O/ ton (12,33915 6
Machine Shop Stores | 177 7 6 627 4 6| 320 4 9| 85910 9| 819 6 0| 617 1 0 . 12,921 4 6
Welding ,, , -] 181 9 0] 19015 3| 145 9 O 18211 O 27714 9| 220 2 ¢ . [1,20713 O
Pattern -, , oy 111 0 6] 121 8 9 21623.10703 811 5 3| 124 8 38 ’ 921 4 3

——i21,344 15 6

65,438 3 0

Lose Scrap Recovered [2,689 0 0

65809 3 6

LI



Cost over Maleriale—
ﬁ'niz . . . .

Eleoctrio Cnrrent .

Fuele—

Steam Coal .

Hard Coke .

Labonr . .

* General Works Supervi-
ston—

European’ Eatablish-
ment.

b

¢
i

14,625 -

813 0 3

1859 "0 10
95 0 0

6,610 0 0

w15 's

Iudian Establishment ! 573 8 9

18,847

78 8 6

1,730 318
125 0 0

7,465 14 0

1,100 0 ©

585 0 0

16,883

803 ¢ O

1,964 0 0

1%

7,760

1,100

660

0

0

0

0

81,750 20,892

Coat per owls,

1252 1 62007 7 9

2,068 016(8,148 022
207 0 0} 212 0 0

7,711 0 08371811 8

L1060 0 0{230 0 O

A55 0 0] 610 0 0

87,882

1,15011

1,870 14 6 6,044 15 6

2,798 0271258 2 9

24 0 011,067 0 O

8,07913 0.

1,100 o oi

800 0

v

Re.

Total Finished Output . Cwts. 5379 0 0
2610 0

10 0 0

|2000

6.204 4 6

1,607 0 ©

6,207 15 8

3,743 8 9

[T —

6,044 15 6

7361 4 ¢

46,055 14 8

10,04 8 ©

1,95,262 18 3

Gl



STATEMENT C.

HUKUMCHAND ELECTRIC STEEL WORKS.
Production Cost Sheet. Half-year ending March 1927,

- Building 21% Plant and % Total Total
‘ Expenditure. Depreciation. Expenditur’;!. Depreciation. Expenditure, Depreciation.
Re. 4. 2 Rs. a. 2| Ra a2 Rs. a. P Rs. A P} . Rs. A, P
October to March 1926-27 .| 2,72,323 4 8 840312 0] 7,85423 5 8 20472 0 0] 10,68,246 9 11 3287512 0
Statement “C” . . .| P | '
Statement*D " , . woe
Intevest on Interest on Total
Capital. Block Capital. Block Capital. | Working Capital.| Working Capital, Interest.
Interest e 13,49,741 12 3 | 1L,77,407 0 0 35322 3 4] 1,72334 12 3 - 8170 0 7 40492 3 4
Statement « E” - _ e oo
Supervision. Management.
‘ P
Hesd Office charges . ‘8,890,910 0 O 15,898 10 4 s Total . 24,298 4 4
Depreciation ‘-—32,575 12_;
» Interest on Working Capital . 6,170 0 7
Head Office Charges . , .| 24298 4 4
) Total "62,844 011
p—— -

Total output cwts. 6,379,
.. Overhead charges, Rs. 11-9-5 per cwt.

921
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STATEMENT D.

RAUKUMCHAND ELECTRIC STEEL WORKS.
Production Cost Sheet. Half-yerr ending March 1927.

SPRING STESL DEPARYMENT.

Cwts. g. lbe.
Total Ingot Produced 782 0 O

Ingot Stock on 31st March 1927 . . . 1,578 0 0

w » » 30thBeptember 1926 . . .1631 0 0
Cwte. q. lbes
% Drawn from Stock . . . . 53 0 0
Spring Stee! Stock on 31st March 1927 . 1382 0 O
w » » » 30thSeptember1926 . 1,782 0 0
% Drawn from Stock . . . . 400 0 0O
Spring Steel Sold . . . . . 1,057 0 0
Total Ingot Rolled . 83 0 0
Total Spring Steel Produced .. . €7 0 0
8crap and Rolling Loss . . . . 178 0 0
P rcdaction Cost=—Finished Spring Steel.
Rs. a. P,
LiquidSteel . . . . . .. . 513 6
30% for Scrap and RollingLoss . . . 112 o
Ingot Meulds. . . .. . . 020
Isbapore Rolling Charges . . . . 3 40
Freight and Moulding Charges . . . 030
, 12 6
Less Scrap recovered . - . . 0 40
Total . 1014 6
—
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.STATEMENT E.

HUKUMCHAND ELECTRIC STEEL WORKS.

Statement slwwmg the qiiantity of casti -gs sold and prices realis:d duri ing the year
1925-26 and 1926-27.

1925-26. 1926-27.

Cwts. Cwis.

Total Castings sold . . . . . 9,381 9,167
. ; . Rs. AP Rs. A. P.
Amount realised . . . . . 360787 0 0 351961 0 0O
Average rate per Cwt, . . . . 38 7 4 38 6 .3

: Cwts. Cwts,

Costings sod toRailways S . 5,773 5,777
. . Rs, A P, Rs. a.»
Amount realised . . . . . 214747 0 0 214190 0 O
Rate per ewt. . . . e 7 3 2 37 1 2

. . Cwts. Cwis.

Castings sold for General Engineering Purposes 3,608 3,390
. . ) Rs. i F Rs. A, P,
Amount realised . . . . . 1,46,039 0 O 1,387,770 0 ©
Rate per ewt. . S . . . 40 7 7 40 1 0

(8) Letter dated the 6th May 1927.

We have pleasure in submitting herewith a statement giving an estimate
of the reduction possible in our preduction costs if output could be increased
up to 1,000 tons and 1,500 tons respectively, The figures given under the
various heads show the extent to which our costs for the year 1926-27 could be
reduced with the increased output suggested.

‘Wo trust the statement sent herewith gives all the information required
by the Board on this subject, but if any further details are required, we shall
be pleased to furnish them.

Reductian posstble in production cost if output is increased to 1,000 tons and
1,500 tons respectively.

(a) Raw materials (Metallic).—It is estimated that a reduction in the
melting loss will be possible with increased output on account of more rapid
melting and less oxidation of the metallic charge. The amount of reduction
possible-is- difficult to estimate but would not be less than 5 per cent.
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«b) Blagging materials.
Miscellaneous raw materials.

1¢) Refractory matericls and electrodes.—No appreciable reduction possible.

}No appreciable reduction possible,

(d) Electric current.—A considerable reduction would be made under this_
head. With an output of 1,000 tons of castings the cost per unit of electricity
would be reduced by -10 of anna, representing a gross saving of Rs. 10,000
equal to As, 8 per cwt. of castings.

With an output of 1,500 tons of castings the cost per unit would be re-
duced by ‘2 of an anna, representing a gross saving of approximately
Rs. 23,750, equal to approximately Re. 1 per cwt.

(e) Repairs and relining.—Considerable saving is possible under this head
for it is a matter of fact that steel furnace linings, roofs, etc., give a much
better and longer *‘life’’ when worked continuously than when worked in-
termittently. A saving of 10 per cent. in the cost of furnace repairs may
be looked for with an output of 1,000 tons and 15 per cent. with 1,500 tons.

(f; Workers wuges.—An increase in the present labour force of 333 per cent.
approximately would be required for an output of 1,000 tons per year. Oz
this output therefore we should expect our cost under this head to come down
to approximately Rs, 6-12-0 per cwt. a saving of Rs. 4-2-0 per cwt, when
compared with our 1926-27 cost.

With an output of 1,500 tons per year an increase of 50 per cent. in the
present labour force would be required and our cost per cwt. should be ap-
proximately Rs. 4-12.0 per cwt. a further saving of Rs, 1-8-0 per ewt.

(9) General works supervision.—No extra supervision would be required
for an output of 1,000 tons per year. With this output we should expect a
saving of Re. 1-2-0 per cwt.

For an output of 1,600 tons per year the supervision in the Moulding
Department would require to be strengthened to the extent of Rs. 6,000 per
vear. The saving possible under his head would then be Re. 1-10-0 per cwt.

(h) Overhead charges.—These would remain the same for both 1,000 tons
and 1,500 tons output per year and a saving would be possible of Rs. 7-3-0
in the case of 1,000 tons output of Rs. 9-5-0 in the case of 1,500 tons.

The possible savings may therefore be summed up as follows:—

Outpuat Output

Ttem. 1000 Tons. | 1560 Tons.
Re. 4. ». Rs. 4. ».

Raw naterials . . . . . . . 01 4 020
Electric current . . . 0 80 1 00
Repairs and relining, etc. . . . . 0 010 010
Workers Wages . . . . . . . 420 5 80
General works Snpervision . . . 1 20 110 0
Overhead charges . . . . . 730 9 6 0
TortaL . 1312 1710 ¢
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@) Letter dated the 17th May 1927.

We have now received a cable from our Home Agent giving present prices
tor British and Continental Steel Castings as follows:—

Miscellaneous Castings for Railway Rolling Stock.

British . £1.9-6 per cwt. f.o.b. British port.
Continental . £0-16-0 per cwt. f.0.b. Continental port. -

Axle-box Castings 9" X 43",
_ Continental . . #£0-15-3 each f.0.b.

The quotatlon for Axle-boxes is not of much value, as the Cable does not state
if the castings are machined or unmachined. We now await our Agent’s
letter for further information regarding this.

We have not yet received prices for British-Axle-box Castings but will
forward these on receipt.

We still await information from England regarding present prices of
spring steel and these will be forwarded to you immediately on receipt. We
note from the Indian Trade Journal that the North Western Railway have
just placed a large order for spring steel flats 4”x34” at Rs. 11-7-0 per cwt.

- f.0.r. Bombay,

Assuring you of our best attention at all times.

(5) Letter dated 27th May 1927.

We have received the following information from Messrs. Burn & Co.,
Howrah, regarding the present price of imported spring steel as follows:—
‘¢ Spring steel flat 37x3” supplied by Messrs. Colville and Company,
-+ Sheffield—Price Rs. 10-8-0 ‘(Rupees Ten and Annas eight only)
X ] delivered free in their yard, Howrah.”

"Messts. Burn-& Co. offered to place an order for this material with us at
the lowest imported Brltlsh price, which is as quoted above, and which we
have accepted.

You will note ,from our Cost Sheets that this rate represents our bare
cost of production. We still await our Agent’s letter giving detailed informa-
tion regarding imported prices of axle box~a and will forward this to you
immediately on receipt.

_Assuring you of our best services.

(6) Letter dated 31st May, 1927.

We have received the following information from our Home Agent regard-
ing prices of Continental stee]l castings which we forward for your informa-
tion.

Bogie Underframe Castings (unmachined).
: Per cwt.

) ' : £ s d.
Bolster side wearing blocks . . . . . 01411

Side bearers . . . . . . . . 015 9
Top bolster spring bearings . . . . . 014 &
Bottom bolster spring bearings - . . . . 0168 1
Queen posts . . . . . . . . 019
Hook buffers , . . .o N . 0168 R

Delivered f.0.b. Antwerp.
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Azxle Bozes.

£ s d
9" x 43" machined, but without
bearings or any other fittings . 015 3 per box f.o.b. Antwerp.

We regret we have no rates to hand for bearings and fittings but as the rate
quoted above is for boxes in exactly the condition in which we sell them to
railways, it may be taken as a fair comparison with our own rates.

The rates for underframe castings are for rough castings only which is the

gondition in which we normally supply them to railways and wagon building
rms.

We have now sent you all the information at our disposal regarding British

and Continental castings and spring steel and shall be glad to know if the
details are sufficient for your requirements.
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THE HUKUMCHAND ELECTRIC STEEL WORKS.
: B.—Ograr.

Evidence of Messrs. F. G. WILLIAMS and S. K. BHATTAR, recorded
at Calcutta on Friday, the 22nd April, 1927,

Introductory.

President.—We have asked you to come and give evidence before wus
‘to-day because owing to circumstances over which the Tariff Board had no
control, our report on the allied subject * wagons * has been greatly delayed.
It is just about a year since we took your evidence and therefore it seems
possible that in the course of the year the figures which your working has
revealed might be such as to lead to some modifications in the figures we
already have. You have been good enoigh to produce your works costs for
the last six months—April to Septeiber, 1926.

Works costs.

. Mr. Williams.—The works costs for the latter half of the year I can
give you within probably 4 or 5 days. .
President.—Judging by the figures for April to September I don’i think
that even the later figures will really help us.

Mr. Williams.—It will help you in this way. In the first half of the
year nearly half the output was manufactured into spring steel whereas in
the latter half of the year only a small quantity went into spring steel and
the rest was absorbed in the manufacture of steel castings.

President.—Then it would probably make some difference in the matter of
works costs.
Dr. Matthai.—It might mean twice as much steel castings as in this half.

Mr. Williams.—Yes. We were very short of orders in the first half of .
the year and we tried to make up by producing a much larger quantity of
springs and putting it into stock so as to reduce the cost of our liquid steel.

President.—Actually it appears from the cost sheets that the result of
making this additional spring steel has been to increase your works costs.

Mr. Williams.—Yes, but before you go into these figures in detail, I
should like to point out a rather serious error and that is on sheet No. 3.
There is an item on that page ‘° Machine shop stores and cost of machining
in outside shops ”’ and it shows the amount of money paid to firms like
Burn’s or Jessop’s for finished machining.

Dr. Matthai.—For machining your rough castings?

Mr. Williams.—Yes. Ordinarily our castings are sold as rough castings.
This item has never been included before and it should not have been in-
cluded here, It is an extra charge for-an extra operation. We were selling
much more higher finished castings than we ordinarily would. It makes a

- very considerable difference. The actual amount spent on machining in
outside shops is Rs. 18,726, making a difference of Rs. 4-2-9 in the works
costs per cwt. This should not have been included there and I am sorry
for this.

Dr. Matthai.—Do you remember the costs that you sent us for 1925-269

Mr, Williams.—Yes,

Dr. Matthai—If you look up page 395 of Volume IV of our latest
Report on Steel, you will find that there is an entry somewhat co'rrespondmg
to this, viz., *“ work in outside shop . Is pot that the same thing?
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Mr. Williams.—No, not necesssrily. We put out 2 lot of work during
lhatd‘ear which should have been done in our shops but which we could:
nut do

Dr, Matthai.—Is it different?

Mr. Williams.—It is different from the finished machining. I should
like to verify the point.

President.—Perhaps you would let us know later.

Mr. Williams.—Yes, but I know this much that we were very short of
sawing machines and I should like an opportunity of confirming that.

President.—As regards these cost sheets which you have submitted, your
costs have gone up from Rs, 23-100 per cwt. to Rs. 34. This amount of
Rs. 34 may be reduced on aecount of the item pointed out just now by you.

Mr. Williams.—Yes.

President.—So that actually you have been progressing backwards. Of
course there is good reason for that. But really the costs that you have
given just now cannot be taken as typical for our purposes.

Mr. Williams.—I think that the costs which you have already got up to
the end of March, 1926, are a much better criterion of what we are doing than
these are. These gures are for a half year and that a bad half year., There-
fore it would be better if you compared the costs of this year with the
previous year after having got complete accounts for the full year.

President.—We do not really propose to go into these costs in any detail

because as I have just said they are not so typical as the costs we already
have.

Mr. Williams.—They are not.

President.—There are just one or two items I should like to ask you about.
Your production of liquid steel ix approximately the same as in the previcus
vear,

Mr. Williams.—Yes. :

President.—See page 394 of Volume IV. There the amount of liquid
steel produced is shewn as 21,181 cwts. and for the six months April to

September 1926, it is shewn as ll ,000 cwts. which will be equal to 22,000 cwts.
for the full year.

Mr. Williams.—Yes.

President.—So that the output really is a little more than it was in the
previous year.

Mr. Williamns.—Yes.

President.—But your liquid steel costs have gone up slightly although
there is a bigger production. The cost is now Rs. & 6 whereas it was
Rs. 534 per cwt.

Mr. Williams,—As s matter of fact we have always fonnd the lower the
output the hxgher the costs.

President.—Actually this year, your costs are slightly higher.

Mr. Williams.—Yes.

President.—So far as I can see there is a decrease in the cost of electri-
city this year under liquid steel.

Mr. Williams.—Vey little,

Preudent —Your Iabour charges are practically the same.

. Williams.—Yes.
Prendcnt —The reason for this increase is I suppose due to the item
* repairs * which was not there before.

Mr. Williams. —Yes, as a matter of fact repairs were included in general
works costs and not in the liquid steel.

President.—There are two items for repairs 1n your cost acoouut for Apnl
1985 to March 1926. There is no entry against the first item ° repa:rs (see
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page 394) but further on you will find (see page 395) an entry of Rs. 11,301
against another item * repairs ’.

. Iilr Williams.—It comes in the general works costs, and not in the liquid
stee; .
- President.—Your liquid steel charges are pra.ctically the same.

Mr. Williams.—Yes.

President.—So that the whole of this difference of Rs. 10 comes under
the cost above metal.

Mr. Williams.—Yes.
President.—What are the items which account for that increase?

Mr, Williams.—One very important item is moulding composition. The
quantity of composition used varies very considerably accordmg to the
class of work turned out. We were doing a Iot of heavy work in the previous
year, and so it was very much less. But in this particular half year we had
a lot of miscellaneous stuff which required a much higher proportion of the
moulding composition than the heavy stuff. Then another item is fuel.
Our furnaces are designed to take 20 tons at a time and if we do less than
that, even then we require the same quantity of fuel.

President.—On the other hand your cost of fuel has gone down

Mr. Williams.—Very slightly.

Dr. Matthai.—From Rs. 11 it has gone down to Rs. 10.

Mr. Williams.—Yes.

President.—Where does fuel come in? Is it included under stores?
There is no separate entry for fuel in the statement given on pages 394
and 395°?

~ Mr, Williams.—That-is given on page 398 in the preceding half yearl_,
statement.

President.—On an output of 4,000 cwts you have incurred an expendl-
ture of Rs. 7,110-5-0 under steamy coal in the half year from April to
September 1926 whereas in the preceding half year the expenditure on steam
coal is Rs. 10,107-5-6, the output being 7, 615 cwts. There is not a big
increase under this head. It is only about Re. 45 (Rs. 1'77 minus Rs. 1:32).

Mr. Williams.—Yes.

President.—The increase under moulding composition is about 02 per ewt.

Mr., Williams,—Yes.

President.—Hard coke and gas coke would not account for much. The
increase under these two heads would be very small,

Mr. Williams.—Yes,

President.—That does not go very far to cover your extra ten rupees.

Mr. Williams.—No,

President.—Bave you any other item, labour for instance?’

Mr. Williams.—There will ‘probably be increase under this head because
we have a very much larger labour force than we require. Even if we
don’t have full days work for them, we have to retain them because they are
very valuable men. We cannot dispense with their services.

President.—That is really the result of your making less castings and more
spring steel.

Mr, Williams.—Yes.

President.—You cannot utilise your moulders on the spring steel section?

Mr. Williams.—No.

Dr. Matthei.—During this half year, on the castings section you had
practically the same number of staffi~——moulders and so on—as you had in
the precedmg year.

Williams.~—Yes. As I said before we could not dlspeuse with their
servic_es._
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Dr. Matthai.—In 1924.25 your cost of labour per cwt. was about Rs. 8-12-0
and it came down to Rs. 8 the next year. Now it has gone up to Rs. 11.

Mr. Williams.—Yes, that is the principal reason for that...
President.—Then, the cost of your electricity has gone up,

Mr. Williams.—That is due to the fact that spring steel heats take more
current than the heats for castings. One reason that may account for the
increase in the castings shop is the installation of an air compressor for
operating pneumatic hammers and moulding machines. That is not
apparent here because of the reason we have just given, namely that we
had to maintain a bigger labour force. =~ -

President.—1I get a difference of about a rupee per owt. for electricity.
Is that probably about correct? :

Mr. Williams.—Yes.

President.—That would account for about Rs. § out of Rs. 10 and the,
balance you say is due to this outside machining. Is that correct? ’

Mr. Williams.—I am almost certain that is the case, but as I said, I
should like to confirm it before I commit myself to this statement.. That
brings it down to approximately what it was before.

Dr. Matthai.—If you lock at this statement *‘ Liquid Steel production
costs ’’, and compare your metallic cost for this half year with that of the
preceding half year—October to March 1926—you will see that the output
of liquid steel was practically the same. Last half year your total metallic
cost was Rs. 13,599, and it is Rs. 12,181 now. I take it that the reduction you
have been able to get mainly as a result of using a larger proportior’ of
borings and turnings? o :

Mr. Williams.—That is so.

Dr. Matthai —Would it be possible for you hereafter to use a larger
proportion of borings and turnings?

Mr. Williams.—Certainly. .

Dr. Matthai.—1Is there much difficulty in getting them? .

Mr. Williams.—The main difficulty in getting it is that it has to0 come from ~
such long distances. : .

Dr. Matthai.—Whnere do you get it from?

Mr. Williems.—From Kharagpur, and we have been offered borings and’
turnings from the Great Indian Peninsula Railway workshops, Parel, but
the freight is so high that it makes the price prohibitive.

Dr. Matthai.~This rate of Rs. 13 a ton that you have given, is that
delivered at your factory?

Mr. Williams.—Yes,

Dr, Matthai.—You have been getting at that rate for a considerable
time, have you not?

Mr. Williams.—Yes. .

Dr. Matthai.—If it were possible for you to get borings, you would
waucentrate on that? [

Mr. Williams.~Yes. I S

President.—Can’t you get borings in Calcutta? Lo
e Mr. Williams,—We cannot get enough, but we do buy some from Messrs.
Burn & Co., and the Gun and Shell Factory, Cossipore. Angus also supply
oorings, but they have very little. '

Dr. Matthai.—You were saying just a little while ago that t’ho;' latter: half
gear 1s 8 much more eatisfattory ‘test 6f your costs. Why"do you say that?
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.. Mr. Williems—Because we produced very much larger quantities of
castings. ) .

Dr, Matthei.—Ordinarily, apart from this question of spring steel, would
the latter halfs year show better results than the earlier half year from
your point of view?

My, Williams.—1I think they would be better.

Dr. Matthai.—You got bettr orders?

Mr. Bhattar.—It was due to the fact that we had better orders for the
latter half of thp year. The Great Indian Peninsula Railway placed suffi-
cient orders during the last half year, and wé were in a better position
during the latter half year.

.. President.—Is that the reason why you reduced the amount of castings
and increased the production of spring steel?

Mr. Williams.—Yes. The only reason for creating a big stock of spring
steel was in order to keep our steel furnace going although we had no very
big orders for spring steel, . o

Dr. Matthai—On this guestion of electricity have you been paying to
the Electric Supply Corporation the same rate for the latter half year as
for the previous half year?

Mr. Williams.—I am sorry I have not got the file with me at present, but
T. think there is not a very marked difference.

Dr. Matthai.—What rate do you expect to get?

Mr. Williams.—9 to 10 pies, I think,

Dr. Matthai.—On what output do you expect to get that?

My, Williams.—On the maximum output of 4,500 tons the cost of electri-
city would come down to ‘46 anna. To get our cost of electricity down to half
an anna we must work both the furnaces to full output.

President.—Have -you not got a sliding scale?

Mr. Williams.—Yes. .

Dy, Matthai.—If you work only one furnace, that is to say, 230 tons,
what reduction would you expect as compared with the rate that you are
paying now? :

Mr. Williams.—I would expect it to come down to '65 or *7 of an anna.
probably rather less than that. I think it quite likely that if we were
working one furnace for 24 hours the Electric Supply Corporation would
give us a special rate for the time we were working during the night.
They have said that if we work at night, they would give us a better scale
quite apart from the sliding secale in force.

Dr. Matthai.—According to the figures that you have given us just now
the cost of machining in outside shops would work out to somewhere about
Rs. 4-10-9 per cwt. Is that correct?

My, Williams.—That is the actual cost of machining certain steel castings.

.Dr. Matthai.—Yast year you told us, if you took a typical casting like
an axle box, you took the rough casting to Messrs. Burn and Company for
machining and you had to pay Rs. 2 per box. Does that figure still hold
good ? »

My, Williams.—Practically the same.

Dr. Matthai.—There was just one other figure which you gave us last
year, and I want to ask you whether that also still holds good. You bolq us
that you supplied your castings without bearings or fittings and that bearings
would cost about Re. 18. s that the rate now?

. Mr. Williams.—Yes. , .
" Dr. Motthai—And the fittings would be about Rs, 87 C

-~ My, Williams.—Cost of machining and supplying a set of fittings would
be Rs. 5. That includes cost of machining the box, .
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. Dr. Matthai.—1 take it machining cost Rs. 2 and Rs. 3 for fitting. the
box; is that roughly correct?

Mr. Williams,—Yes.

Dr. Matthai.—This proporticnate increase in the moulder’s composmon
charges, has that anything to do with inefficient labour?

Mr., Williams.—1 thlnk it has to a certain extent and it is also governed
largely by the supervision. If the supervision is bad there is wastage because
the men are generally very careless and very liberal in the use of this
material, and if the supervision is good we manage to keep it down to a
more reasonable figure. Last year unfortunately we lost our foréman
moulder and we had to run the shop without a foreman and I think during
that time owing to lack of proper supervision probably there was a good
deal of wastage which would never have occurred if we had an efficient
foreman,

Dr. Matthai.—Was there any deterioration in quality, -

Mr. Bhattar.—There was none.

President.—We had a complaint from Messrs, Burn and Company when
they gave evidence in July 1926 that your castings were very rough and I
think they put it down partly to the defect in the moulders composition.
Did this happen at the time there was lack of supervision?

Mr. Williams.—I was away at the time and the foreman moulder died, and
there was lack of supervision,

President.—Possibly that accounts for the rough nature of the castings.

Dr. Matthai.—That I suppose accounts also for the fairly considerable
reduction in the European supervnslon Take steel castings for instance.
European supervision there is 2,400; in the preceding half year it was
7,049. How do you account for this?

Mr. Williams.—In the preceding half year we had a European foreman’
moulder, and this half year the foreman moulder is a Bengalee and his
wages come under Indian supervision.

Dr. Matthai—But 1 find the Indian supervision remains more or less
the same.

Mr. Williams.—~Because we still had this man who was subsequently
promoted to foreman moulder. He moved up from the Indian establishment
and we took on another assistant to replace him in the Indian establishment.

Dr. Matthai.—Would we be justified in accepting . this figure of 2,400
hereafter as the cost of European supervision?

Mr. Williams,—No, We have already raised it by engaging a foreman
moulder when I was in Sheffield during my leave so that the previous year’s
figure would be the better one to take because we pay this man the same
‘wages that we were paying to the previous European foreman moulder.

Dr. Matthai.—Do you save anything in the consumption of electricity by
a larger output, I mean as far as consumption is concerned apart from
rates ?

Mr. Williams.—Do you mean right through the factory?

Dr, Matthai.—1 am still on steel castings.

Mr. Williams.—It would make no difference whatever except in the steel
melting shop.

President.—Generally, on these costs the obvious deduction is that a
decrease in output will very much increase your costs?

Mr. Williams.-—Yes.

President.—The output has decreased from 700 to 400 tons; the output of
finished steel is 8,000 cwts against 14,000, that is 400 agamst 700 tons. A
decrease from 700 to 400 tons has resulted in & possible increase in the rosts
of Rs. 10 a cwt., or perhaps it may be Rs. 5 or Rs. 6 a cewt., it depends
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what amount you take for cost of machining. So that we may reasonably pué
it to you that on these costs an increase in the output of 1,000 to 1,500 tons
would reduce your costs very considerably.
Myr. Williams.—Exactly,
Dr. Matthai.—Could you give us two estimates, one on an increased out-
put of 1,000 and another on 1,500 toms as to what your costs would be
reduced by? :

Mr. Williams.—The main effect will be on the overhead charges,

Dr. Matthai.—Apart from the overhead charges. i -

Mr, Williams.—Yes, I could frame that for you.* :

Dr, Matthai.—Would it make any difference to your metallic costs?

My, Williams.—No, except in this respect that with a much larger output
and the furnaces working much faster the melting cost is less.

President.—You mean continuous working would result in saving in
electricity ? -
Mr. Williams.—Yes. It would also result in saving in the metallic charge

because if a furnace is working slowly there is more wastage of metal due
to oxidation,

_ President.—The main heads under which reduction will be possible with
increased output would be electricity, fuel and stores I suppose?

Mr. Williams.—Yes. There won’t be very much difference in stores.

President.—I think you bought your stores at fairly high rates in 1925;
I think in your last evidence you said so. :

Mr. Williams.—I think generally speaking wo paid rather more, but the
general tendency of prices is rather to come down than to go up.

President.—Will increased output reduce the consumption of moulder
composition ? '

Mr, Williams.—An increase in certain classes of castings for general
engineering purposes would result in reduction, but an increase in the output
of articles like axle boxes which require a very large quantity of moulding
composition and would result in increased consumption.

President.—But the smaller castings for wagons would mean a decrease

Mr. Williams.—Yes, but generally speaking. heavier the castings an¥
larger the castings less composition is required per ton.

President.—In giving your estimates on an increased output of 1,000
and 1,500 tons respectively would you give the main heads under which
reduction may be made?

‘Mr. Williams.—Yes, .

Dr. Matthai.—On this question of wages most of your labour charges are
incurred in connection with moulding.

Mr. Williams.—Yes, this is the biggest item,

Dr. Matthai.—You have 8 permanent nucleus of staff which you want te
keep together. The total capacity of the staff that you have now, I take
it, is for 700 tons a year.

Mr. Williams.—Are you speaking only of labour force?
Dr. Matthai.—The labour force that you want to keep together.
Mr. Williams.—To produce 700 to 800 tons a year.

Dr. Matthai.—Therefore if the output fell below 700 or 800 tons a year, A
you will find a very considerable increase in the cost of labour,

Mr. Williams.—That is so.
Dr. Matthai.—When it goes above that, thére must be a reduction.
Mr. Williams.—We should expect a reduction.

* Qee letter dated 6th May 1927.

e A
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Import prices.

. President.—The next point on which we want your evidence is as regards
import price. In the last year there is a possibility of that being changed
very considerably. For the purpcse of calculating import price, we might
take an axle-box as an average typical casting.

Mr. Williams.—1I think a better thing than that would be to take a set of
underframe castings which cover a very large variety including axle boxes.
Those castings are typical of our general output.

President.—Have you any reliable figures as regards that?

My, Williams.—I have an absolute figure for Continental prices.

President.—I take it that Continental prices are still much lower than
British.

Mr. Williams—1 should like to say something about that. As you know,
various firms have been inviting tenders for a very large number of bogey
. underframes. I think the actual amount comes to something like Rs. 135
lakhs worth of underframes. We asked the wagon building firms if they
would give us an opportunity of quoting for castings. We also asked them
if they would be willing to quote three prices in their tenders:—

1. a tender including British manufactured castings.
2. » tender including Indian manufactured castings.
3. and a tender including the castings of Continental origin.

One wagon building firm declined to include British prices at all and the
other agreed to do so, but received a cable from their home office to say
that the British price was so enormously in advance of the Continental
prices that they did not think it was worth while including at all and the
result was that the tenders went in without any reference being made to
British prices. That meant that our prices compared very unfavourably in-
deed with the Continental, the omnly price quoted, What we offered to do
was to supply the whole of the castings required at the lowest British price
available and we did that with a view to convincing the railways that our
prices were reasonable, but we didn’t succeed in getting a reliable British
price and the wagon building firms themselves didn’t get a British price at all.

President.—8o that I take it your competition is entirely with the
Continental. We eliminated British prices as far as castings are concerned.’

Mr. Williams.—Only as regards this particular class of castings.

President.—Railway castings.

Mr. Williams.—No, castings used by wagon building firms.

President.—That is to say wagons and underframes,

Mr. Williams.—Yes, but not for railway castings required by the railways
themselves.

Dr. Matthai.~Do you mean for replacements?

Mr. Williams.—Yes, and for any building work that the railways do in
their own skbops,

President.~Do they use British?

Mr, Williams.~They use either British or Indian. It has been our ex-
perience in the past that they have only asked uvs to quote against British
prices. : :

Precident.—But actually we had evidence that Burn and Company until
1925 were using British castings.

Mr. Williams.—They were.

President.—And they have now switched over to Continental. That being
80, one may reasonably expect that in course of time the railways would
also either switch over to the Continental castings or would base their
prices for Indian castings on Continental,

Mr. Williams.—It is possible. -

)
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President.—It is a contingency.

Mz, Williams~—Yes.

Dr, Matthai.—You are not making a complaint of this.

‘Mr, Williams.——No, I am merely stating this as a fact.

Dr. Matthai.—As long as wagon building firms get their castings inspected

at home, there 1s very little risk of the rejection of castings and they would
be in a safe position. .

Mr. Williams.—Yes, but I don’t suggest for a moment that the Conti-
nental castings are in any way inferior to the British.

Dr. Matthai~—~My point is, as the President pointed out to you, that
your competition is really. against Continental castings.

Mr. Williams.—Yes, our most severe competition.

President.—You are saying that typical import prices would be tha price
for a set of castings. What would be the set of castings?

Mr, Williams.—I don’t know whether the names will convey anything to
you at all.

President.—They may or may not, but we will try to learn.

M7, Williams,—The heaviest would be top bolster spring bearings. There
are also bottom bolster- spring bearings and ‘spring hanger brackets.

Dr. Matthai.—If you look at page 128, Evidence of Volume IV of the statu-
tory steel enquiry, 1926, you will find there a list.

My, Williams.—Yes, we have made a very large number of these for
Meéssrs. Burn and Company.

. President —Is this a complete list?
My, Williams.—Complete except for axle boxes.
. President.—There are no other small castings besides these.
- Mr. Williams.—Yes, there is one (sole bar stiffening brackets).
President.—This is only for underframes.
Mr. Williams.—Yes. }
Prelsident.—lt would be a little difficult if we take underframe castings as
typical. ' ’

~.Mr. Williams.—But the point is as far as we are concerned the quantity
of castings required for an ordinary four wheeled wagon apart from the
axle box 1is pracf;ically negligible. ' .

President.—What we should like to take is some castings or set of castings
which would be typical both for wagons and underframes.

Mr. Williams.—In that case the only thing is sole bar stiffening brackets
and the axle boxes. :

President.—Do you think if we take these two and average the two, that
+7ould be typical of all railway castings for wagons and underframes?

' Mr. Williams.—I should prefer to include the sole bar stiffening brackets.
in this list and take the average of that lot.

Dr. Matthai.—I don’t follow you. What is it you are asking us 10 dof
Do you want us to take sole bar stiffening brackets out of the list?

Mr. Williams.—To include it as it is not included here.

Dr. Matthai.—What are these Queen posts for? Are they intended to be
the posts for the sole bar?

Mr. Williams.—No, they have nothing to do with the sole bar.

Dr. Matthai.—If you had a list of miscellaneous set of castings of this
kind, it would be very difficult to get the c.i.f. quotations for them. One
quotation may be -in respect of a certsin number of these castings and
another quotation in -respect of others. We shall never be able to get &
satisfactory basia: of comparison. " Do you think it would be far out if we
took an axle box as a typical casting? )

President.—1t is neither heavy nor light.
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Mr. Williams.—Yes, but the point is all quotations received from the
Continent and Great Britain for underframe castings are inclusive prices per
cwd, for the whole lot. That is to say they agreed to supply so many sets
of underframe castings at so much per ewt. irrespective of the size and
weight. The only actual figure I have got for a Continental price is a figure
of so much per cwt. for so many sets.

President.—That price of so much per ewt., how far will that differ from
the price say of axle boxes and sole bar stiffening brackets for wagons? -

Mr. Williams,—As far as the sole bar stiffening brackets are concerned,
it would be the same.

President.—And the axle box.

Mr. Williams.—The axle box is not strictly comparable, because almost
invariably the axle boxes that are sent out are not cast steel boxes. They
are made of malleable iron. I don't think the axle boxes nsually imported
for incorporation for these underframes would be strictly comparable with the
cast steel axle boxes that we make.

President.—As far as wagons are concerned.

Mr. Williams.—The same thing applies.

President.—If, for example we propose to put a duty on steel castings
for wagons, we should have to specify malleable iron.

Mr. Williome.—In order tc give us an advantage in the manufacture of
axle boxes, it would be necessary for you to =zpecify malleable iron and
semi-steal castings, because the majority of the axle boxes that are imported
in this country are either made of semi-steel or malleable iron.

President.—As regards these malleable iron axle boxes, how would the
prices per cwt. compare with the price per cwt. for full set of castings for
underfremes? Would it be above or below?

Mr. Williams.—It would be rather lower.

Dr. Matthai.—You sre not concerned with maileable iron.
Mr. Williams.—No.

Dr. Matthai.—Supposing we got definite c.i.f. quotations for axle boxes
made of steel castings, then it would be quite all right.

Mr. Williams.—That would be quite satisfactory. What I mean to say
is that if you asked any of the wagon building firms their price for axle
boxes, they might give you the price for steel axle boxes which are really
made of semi-steel or malleable iron.

President.—The most important thing from your point of view I am not
speaking of this year or next year—is to obtain orders for castings for under-
frames.

Mr. Williams.—Yes.

President.—So that for the purpose of comparing your fair selling price
with the import price, would you prefer that price per cwt. for & set of
uvaderframe castings should be taken?

Mr. Williams.—I think that would be much fairer and much more repre.
sentative than any other set of castings.

President.—Can you give us the quotations?
My, Williams.—I can give you the Continental quotations.

President,—You might give us the quotations per cwt. for sets of castings
and also for Continental cast steel axle boxes.®

Mr. Williams.—Yes.

Dr. Matthai.—What are the quotations that you are talking of? Are they
trade quotations?

Mr. Williams.—Actual quotations quoted to Messrs. Burn and Company.
snd Jessop and Company within the last three weeks.

* Letters dated 17th May, 1927, and 81st May, 1927.
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Dr, Matthai—You. may send it on $o us. :

" Mr. Williams.—Rs. 14 per cwt. for the underframe castings which is
#he price quoted & year ago. : , .

Dr. Matthai.—That would be Rs. 14 per cwt. for unmachined castings.

Mr. Williams.—Yes.

Dr. Matthai—Without any fittings whatsoever.

Mr.. Williems.—Yes. That is just the rough castings.

Dr. Matihai.—Practically the same quotations as we had last year.

Mr. Williams.—It has not altered at all. :

Dr. Matthai.—Will you please look at enclosure IV on page 125 of evidence
volume IV of the Statutory Enquiry into the Bteel Industry, 1926? There
you have a quotation for a Belgian axle box. Now supposing we took this
quotation and made allowance for machining, for fittings and so forth and
then we tried to compare it with your price, we should be on a safe basis.

Mr, Williams.—Yes. '

Dr. Matthai.—S8imilarly with regard to the  sole bar stiffening brackets
‘:l};.d since as you say the quotation is Rs. 14, it is practically identical with

is. .
b Mr, Williams.—Yes, but that quotatiom of Rs. 14 does not include axle
boxes.

Dr. Matthai.—That is for what?

Mr. Williams.—For underframe castings excluding axle boxes. Axle boxes
-are treated quite separately.

Dr. Matthai.—1 think it would be better if you could send in a statement
-showing the quotations. )

Mr. Williams.—Yes.

President.—For the purpose of comparing you would have to add practi-
cally Rs. 5 to that.

Mr. Williams,—Yes. I am not speaking of axle boxes. I am speaking
of underframe castings.

President,—Haven they got to be machined? .

Mr, Williams.—Yes, but then that price is strictly comparable with outs,
the castings they import are exactly in the same condition as we supply.

President.—Has there been & drop in the eost of these castings?

Mr. Williams.—The lowest price I had quoted against me was Rs. 18-15-6
for 9x4% axle box. .

Dr. Matthai.—How long ago was that?

Mr, Williams.—About last December,

Dr. Matthat.—Is that Coutinental?

Mr. Williams.—Yes. o : _

Dr. Matthai,—Luost April when we met at Shillong the figure that we got
‘was Rs. 18.12.0 for an axle box of 10x5, whereas this shows an increase in
price.

Mr, Williams.—This is 9x43. :

Dr. Matthai.—If in April 1926, the price of an axle box of 10x5 was
Rs, 18.12-0 and if in December 1926, the price of an axle box which is 9x
4} is Rs. 18-15.6, it indicates an incresse in prices.

Mr, Williams.—That is so.

President.—The gist of your contention is for the purpose of comparing
prices, we should not take Rs. 18-15.0, but we should take Rs. I4.

Mr. Williams.—No; not at all, Rs. 18.15.6 refers only to an axle bos.
Rs. 14 refers only to sets of underframe castings excluding the axle box.

President.—~We have to take the price for imported castings which we
csn compare with your fair selling price. It was suggested a year ago for
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that purpose that we should take the price of axle boxes. Now your conten-
tion is that we should take the average price per cwt. of sets of castings
for underframes. Why do you say that the underframe castings are typical
of all railway castings? What is the reason for that?

Mr. Williams.—I said that they are typical of the class of work that we
do most of. ’

Dr. Matthai.—Just now?
Mr. Williams.—Not only now but all along.

Dr. Matthai.—Since wagon builders are taking large orders now for under-
frames, obviously the kind of work that you would get just now would be
mostly underframe castings and therefore the castings that enter into an
underirame would be more typical of your work now than, say, arle boxes.
That is what you are suggesting.

Mr. Williams.—Not altogether. I am looking back to the year 1925-26,
which was one of our good years, when we had very large orders from bouth
Burn's and Jessop's and they formed the major part of our output during
that period.

President.—Take the question of renewals. I think that if you could get
orders for renewals, by far the most important orders would be those for
renewals for wagons, especially for axle boxes.

Mr.. Williams.—Undoubtedly.

President.—1 want to make this point quite clear to you. You must have
seen in the papers and the Legislative Assembly discussions about the restric-
tion of orders for wagons and so on. That constitutes an entirely abnormal
position. In putting questions to you now we are considering the normal
position of the castings industry. If the mormal output of wagons is beiag
ordered and if more particularly you are able to obtain the spare part
orders for railways—which I take it is much more important than orders for
new wagons or underframes—for that purpose would you consider the price
of axle boxes as fairly typical?

Mr. Williams.—I should say so.

President.—Could you give us any definite quotations for sxle boxes more
recent than those which we have received so far?

Mr. Williams.—Yes.

President.—Would you send that in?

Mr. Williams.—Yes. I shall also give you the price on which we secured
part of the order.

Dr. Matthai.—According to the quotations that you gave us just mow,
for an ordinary set of castings in an underframe, the quotation is Rs. 14
per cwt. Now as regards the axle box, the cost is sbout Rs. 18.12.0, The
weight would be somewhere about 70 lbs. Could you give me & figure on
that basis per cwt. for an axle box?

Mr. Williams.—1f you deduct from Rs. 18-12-0 Rs. 1-14-0 which is the
cost of machining, the balance would be the cost of the castings.

Dr. Matthai.~Roughly it would be Rs. 17 for 70 lbs.

Mr. Williams.—Yes.

President.—~What about the top covers and so on which you don’t supply?

Mr. Williams.—This quotation is without covers.

Dr. Matthai.~You will make all that clear in your statement, won’t you?

Mr., Williames.—Yes.

Dr. Matthai.—Assuming for the sake of argument that the cost of cast.
ings in exle boxes is about Rs. 24 per cwt. and the price of other castings

is Rs. 14, that may be taken approximately as the difference bstween the
cost of manufacture of two types of castings?

Mr. Williams.—Yes.
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Bounty upon steel castings.

" President.