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, EDITOR'S PREFACE 

The important part played by the railways in the economic 
development of this country is well-kp.own. The fact that 
railways in India constitute a great national industry, and that 
they have an important connection both with the financial and 
the industrial policy of the country is, however, not fully 
appreciated. Though occasionally problems relating to railways 
attract some attention, a lIYBtematic, study of railways and their 
problems.is not made_ The subject of transport either occupies 
a subordinate position or often no position in the syllabuses of 
Indian Universitiel!- Even important commercial bodies who are 
directly interested in the working of railways, find problems such 
as those of railway rates, a mystery ordinarily to be avoided. 
Due to this apathy towardS railway problems both among the 
educated and the commercial public, railway administration in' 
this country has not fou'(ld that corrective, which enlightened public 
opinion provides in other countries. In fact the effect has been 
so stupifying on railway adminiatrations, that it is not unnatural 
to find some of them considering railway problems such a close 
preserve, that the entry of the outsider shall be barred. As an 
illustration of this unfortunate tendency we may point out tlie 
fact, which would be unbelievable if it did not occur, that the 
authorities of the G_ I. p, Railway refused access to their publiahed 
tariffs, for the purposes of comparative study, required for 
bona /ids research. ' 

Some interest haS been aroused in mOre recent times in 
railway problems, chiefly in connection with changes to be 
introduced under' the new constitution. The provision for a 
Statutory Railway Authority in the Constitution Act opened the 
eyes of the public in India to this important national industry, 
the administrative control of which was thus being taken away, 
from the future Federal Assembly. It was only then understood 
that the Railway Authority of the futUl'e will have the control of 
finances es large in the aggregate as those of the general budget of 
the Oentral Government. Though the railway budget was 
separated from the general budget in 1924, the importance of 
railway finance, and therefore, of railway policy was not fully 
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grasped, till this innovation of a Statutory Railway Authority was 
suddenly sprung on the Indian public. 

Additional interest in railway problems grew when it was 
emphasised by Sir Otto Neimeyer that the financial position both 
of the Provinces and of the Central Government under the new 
constitution depended on the improvement of railway finance, 
which has been involved in large deficits in recent years. 
Following this recommendation the Government of India have 
appointed an expert committee to go into the question. 

Though railway problems have thus attracted some attention 
in the country chiefly due to financial difficulties, J1<iequate 
attention has not yet been paid to the question of co.ordinating 
the railway policy with the general economic policy of the 
country. Since 1924, we have adopted the policy of Discriminating 
Protection, and it is in the fitness of things to expeet· that 
the railway policy should be such that it may help the growth 
of industries. The reports .of."~e. Tariff Board are full of com­
plaints regarding thennforlmiiitetendency of Indian railways in 
this connectioJi,. whlch may often undo the effect of protective 
measures p!\IlSed by the Indian Legislature! Unless effective steps 
are· taken to ensure that the railway rates policy shall be based 
primarily; in the interest of Indian .fira4e and industry, we may 
find serious difficulties in our economio progress. 

The literature on railway· rates is very limited. With the 
exception of ¥!". Ghosh's monograp!!. on this subject there is no 
other important work which those interested may refer to. 
Mr. Ghosh's volume Was published in 1918; besides being out of 
date; it does not try to co·ordinate railway rates with the needs of 
Indian trade and industry. In view of this the present volume is 
the firat systematic attempt to study the intricacies of railway 
rates as they affect the movement of goods in this country. The 
treatment followed by Mr. Tiwari is to survey these effects with 
reference to a ·few selected articles of trade, because the effects 
vary according to the nature of the commodities. He has 
succeeded in establishing the conclusion that the railways follow 
an individualistic policy to the utter neglect of trade and industry 
in this .country, and that a national policy to control and co-ordinate 
railway rates Consistent with the economic interests of the country 
should be established without further delay. 
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This work was submitted in its original form as a thesis for 
the M.A. degree of this University in 1933. for which it was 
approved. The work has been considerably revised and abridged 
before publication. It may be pointed out that the statistics used 
in the volume refer in some cases to earlier years. Wherever 
possible later data and information have been given. 

School of Economics and Sociology. } 
University of Bombay 
15th January. 1987. 
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CHAPTER I 

'fBlllORETICAL BASIS OF R~TES AND FARES 

The purpose of the present chapter is to discuss the theoretical 
basis of, rates and, fares and: the principles followed in 
the determination of what constitutes the reasonable charge 
to be paid by shippers and travellers for the trausporlation 
service rendered by the railroad1

• Notwithstanding the repeated 
efforlB on the part of legislative ad Judicial bodies, no definite 
method of rate fixing has yet been evolved, which would do justice 
~ to the' public and the carriers. The stage of transition has 
not yet passed. The momentous inventions of the post-war decade 
have revolutionised' the entire transportation system.' The 
efficiency and economy of the modern commercial automobile 
service has seriously questioned the monopoly of railroads as 
carriers of men and merchandise on land and modified their scope. 
AttemplB are therefore being made to "eo·ordinate these two im· 
portant agencies and to assign them their proper place in the trans­
portation system. ( This has affected the practice of rate.making 
on railroads.j The rapid progress in air transport and ilB increased 
commercialisation is bound to affect the practice of rate-making in 
future. Portends of the fast approaching change are not lacking. 
The task of rate-making has therefore become extremely complex 
and even embarrassing. Doubtless, there are a few important general 
principles which guide the authorities entrusted with the task of 
constrncting railway t8riffs. But it cannot be denied that this 
task is essentially a practical one". because a railway rate structure 

1. The primary fanction IIf railroada h .. been aptly characteri .. d by Mr. 
Marriott.. one '01 .. lIing transportation. .. The busine .. 01 railway.," 
he points ont, .. is to sell to the public what the Americans call 'trans. 
portation " or in other words they a .. purveyors of oarriage ". 
Vide, "The Fixing 01 Rates and Far..," p. 15 

II. Fi1ing of raUway rates is, according to Sir W. Acworth, in one word, t 
an art and not a science, and it is an art which in Bagehot'. phr.... ,J 
must be exercised ~. in a sort of twilight in an atmosphe.. of pro­
bebilities and doubt whe .. nothing is clear;)whe .. there are some chances 
for many events, whe.. the.. is much to be said for .. vera I courses, 
where, n.verth.l .... one oourse must 'b. determinedly choaen and bedly 
adhered to ". ,Vide, "Elements of RaUway Eeonomica." p. 73. 

R-I 
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can never be built off-hand: Qt is a product of gradual growth. 
ever changing and adapting itself to the growing needs of a 
dynamic society.] 

- Before entering on a study of the principles determining rail­
way rates,' we shall exaniine the general bearing of railroad 

'expenditure on rate-making. because not until money has been 
liberally expended can the railway plant be expected to yield 
appreciable earningS. Huge amounts of capi\§l have to be sunk and 
sunk for ever; it is irrevocable. Further. if something is here to 
be produced at all it must be produced on a large scale. , 

The expenses of a railro3'd"iireprlmarliy-oTtwo kinds. 'fixed 
charges' and' operating ~enses ;. The proportion of former to 
~er is ro~ to two. .Capital costs are independent of 
'tIiEi volume of traffic carried -up~n the line. Of the cost of 
conducting transportation. no less than half constitutes a fixed 
charge. irrespective of the volume of business transacted. 
In short. eearly two-thirds of the railway' expenses are constant 
and only one-third variable1.J ThiS has been found tme of the 
railways in the leading industrial countries". Working ,of the 
Indian railways are no exception to this general rule. 

e re onderant proportion of constant costs reveals the 
essential characteristiC 0 e ral way ID us ry w-chPervades the 
entire rate policy. Railroad operation is subject to decreasing 
~IB. Doubtless expenses increase with increase in traarc;1iiit not 
in direct proportion. A part of the total expenses does not increase 
at all, and the other part increases proportionately with the traffic, 
while the expenses in the residual category. which form the bulk, 
ocoupy an intermediate position". This shows ilie enormous 

1. From the detailed stotistica of the.American railways Profeaoor Ripley 
has eome to this eoncluaion. He 88Y" ~ Thne one arriveo at the general 
eonclusion that approximately two-third. of the total expenditure of • 
railroad and more than one-half of the aetna! operating expenses 
.... independent of the volume of traffic. The remaining third of the 
total expenditure, or what amount. to the eame thing, the other half of 
the operating expenoeo .... immediately reoponaive to any variation in 
hnoineea ". Vide, Ripley. .. RaUroada", p. 66. 

I. Supra p. 66. . 
a. This feature has heen admirahly eondensed hy AAlwort.h: If it costa 

'" to deal with 1,000,000 units of traffic, 6.000,000 units will coat not 
6x, hut is + (it:: X 6x) - 3L 
Vide, .. The Elemeuls of Railway Eeonomica ". p • .60. 
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extent '1f the, unused capacity of the railway plant and the 
consequent scOpe for absorbing increased traffic requirementa with 
a view to eliminate the wasie of the unused Capacity. of the: plant. 
It is the d'qt:v of every traffic manager to see that the railway plant 
under his management is used to ita IIlllXimum capacity and that 
the waste in the capacity of the plant is reduced to the minimum. 
Therefore in order to utilise this unused capacity of the plant 
running to waste, the traffic manager attractB new traffic at lower 
rates, such as would cover the prime costs" and leave a share, 
1llough not full, to defray the capital costs. The rates thus charged 
are known as exceptional or special rates, which we shall presently 
examine. Thill brings to relief the fact that railway industry is 
subject to decreilSing costs or increasing retums· - until the 
maximum operating capacity of the plant is reached. svecrJ:1 

Exceptional or special rates are inherent in the very nature of 
the railroad operation. Railway industry being ODe of increasing 
returns, with nearly two·thirds of ita expenses constant, and oilly 
oue-third variable with the amount of traffic carried, Special rates 
are offered, as already pointed out, to eliminate the waste of the 
unused capacity of the plan£) B.ut exceptional rates are as we 
offered for development purposes. When the railway authorities 
learn of an industry new~r to be stBrted, or one suffering 
under temporary disadvantages, they offer relief in the form of 
lower freight charges so as to enable the industries already located 
on ita lines, to flourish and -to attract new ones, furthering thereby 
their mutnal interests. Thl! impetus is not one due to benevolence 
but to enlightened self.lnterest. Special rates thus quoted act in a 

1. The term • prime COIIt' is here """d in the ueual eense of the oi>ecial 
COIIt of the traffio. meaning the cost which would hove been I&ved if the 
traffic had not been carried. In this connection Professor Edgeworth'. 
expositJon of the varied implications of prime cost are instructive. 
Vide, The Economic Journal, 1911, p. 663·64. . 

S. Prof""""r Ripley thus upr ..... himself : .. The law originates primarily 
in the fixed conditJons attaching to the heavy capital inveatment-the 
fact, namely, that fixed cberges np to a given point of saturation tend to 
remain constant absolutely; but become proportionately 1... as the 
volume of business eXPOOds. From thiB fact therefore, rather than frum 
aDY markad .. onomi .. of large acale production may it be affirmed that 
railroads o8'er a notable example of the law of increaaing returne". 
Vide, .. Railroads," p. 99. 
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protective or insurance capacity helping to materialise varied indus­
trial potentialities of a country and lead to a full-fledged many­
sided economic development. In fact the effects of lower transport 
charges on an industry are similar to those of protective fiscal 
duties and as such in our country only those industries should 
have a claim to exceptional freight rates which conform to the 
canons laid down by the Indian Fiscal Commission. That is, the 
~YS concerned should offer special rates for development 

purposes only to those industries which Clan stsnd open competition 
after the transitional stage is pass~ This is significant, because 
if the railways give special rates with this object, to every industry 
that is established on its lines, indiscriminately, it would be bad 
railway economics. Of course exceptional rates, offered (in 
operating the railroads) with a view to utilise the unused capacity 
of a plant, can lie claimed by any traffic, but it may be submitted 
that there is no security of continuity in the special rates offered 
by the railways merely for a better utilisation of the plant, while 
in the case of lower rates offered for development purposes, there 

,,<t. is pelative certainty. This is an essential difference, often .over­
looked, which needs to be emphasised. We have dwelt at length 
on this aspect of the railway working because India is passing 
through the Industrial Revolution and her industries are therefore 
in the transitional stage, and in need of an enlightened and 
vigorous national railway policy . 

. Special rates offered on a part of the transportation system, 
are in the nature of a temporary tax on the rest of the system, and 

. continue to so function till the subsequent increase in the volume 
of traffic seeking transport makes the rate paying one. tTIie 
temporary loss suffered by the railroads is mope than made good, 
in the form of increased earnings later, when adequate traffio is 

. built up, and in this we seek the essential justification for the 
lower rates offere.9 The loss sustained is essentially a temporary 
one. For instAnce, in the development of sugar factories now in 
progress in 'this country, if the railways concerned offer redueed 
station-to-station rates on cane and sugar to and from different 
factories, both old and new, not only would the expansion of new 
factories be facilitated but even the old established factories would 
extend their plant. This will certainly be a profitable proposition 
60 the rail ways. But, if even after a considerable traffic has been 
buUt up;the rate continues to be an unremunerative one, and does 
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not make re&sonable contribution to over-head charges, then it 
ceases to be a development rate, justified by far-sighted: business 
principles, and becomes a subsidy granted to one industry or group 
of industries at the expeuse of, and dism;minatory to, the other 
users of the railways. It would' mean artificial fostering of the 
weak and the inefficient, which would, but for the help, have no 
chance to sur~ve. Exceptional treatment should therefore be. 
accorded with due consideration and utmost~ion. This dis­
erimination should be very sparingly used. UWlway authOl';ities 
should in vest only a part of their resources in the development, of 
future traffic which has good prospects but is not immediately ra­
munerativ~ In fact, no railway can afford tQ change over a long 
period of time a freight, the revenue from which does not cOver 
the direct prime costs of its own movement. ' However, the 
exceptional rates which cover their prime costs and leave a "share" 
to meet the capital cosb! are becoming more common. In England 
and America about 80 per cent. of the' total traffic is carried 
at, exceptional rate which has thus- become a rule rather. than 
an exception. 3 j 

Another equally ;mportant and a yet more controversial 
featnre of the railway industry may now be studi'ed. It is soma­
times said that railway industry is essentially onll of 'oini 

Uhe expenses of e ra way sel"Vlce are incurred jointly and most 
aptly illustrate the production of a number of commodities by a 
single plant simnltaneously at joint and indistinguishable costs';!! 

. The classical economisb! iIInstrated this principle by the example 
~ of the joint production of wool and mntton; beef, hide and' 

tallow; calves and dairy prodnce; coke and coal-gas; etc; 
Neither commodity could conceivably be produced alone." It 
behoves us, therefore, to examine in detail the nature of joint costs 
as operating in railroad industry. 

The question of joint costs with special reference to railway 
transport has been discussed with exquisite refinement and 
precision by eminent authorities like Prof. Ripley, Taussig, 
Pigou, Edgeworth, Acworth, and therefore in the pages that 

1. Huge railway plant is devoted to tho " .. rriage of heterogenous 
marchandi". and differently graded passengers 80 that the COIIt of 
mOvWlIi a single commodity or passenger is indetermin~ble. 

II. Mill, J. 8.; ," Principles of Political Economy n, p. 610. 
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follow an attempt will be made to study the problem with the 
help of these authorities, with a view to a clearer understanding of 
the issue. • 

.. When any plant is us~~! diverse products," says Professor 
Tausslllz .. ..the case is so far one of production at joint costs ".1 
This is true of railroad transport. In support of the application of 
the aforesaid definition of joint cost to railroads, Prof<1ssor Taussig 

I argues: the same roadbed is used for passengers and freight and 
Vor the different kinds of passengers and freight. If the outlay 
for the plant were the only expense incurred in rendering the 
service the case would. be one completely of joint cost. There are, 
ol course, the operating expenses in addition. But the expense of 
the plant (represented chiefly by interest on the investment) 
forms an unusually large pan of transportation.· The operating 

. expenses.also, he futther adds, represent in large part joint cOst. 
Many of them are incurred for the traffic as a whole and must go 
on whether or not individual items of traffic are undertaken. At 
least one-half of the total operating expenses of a railway are 
impossible of apportionment to any class or item of traffic, and 
thus stand for joint cost.' To him when two or more articles 
are transported from a railway station" A ' to another station • B " 
the transport services rendered by the railway are essentially and 
fundamentally joint products; and it is immaterial whether the 
articles are conSumed at B or have to be further carried to a place 
• C' for consumption. This is so because. according to him, 
the railway plant in this 4388 is used for varied purposes, 
that is. the products carried are diverse. Although he 
admits that when two or more different things and the 
same thing for different purposes are carried from A to B, the 
transport serviceS rendered are in one sense homogenous'; but 
in the primary sense concerning the railway they are diverse. In 
short he has with his characteristic persuasion and ability 
developed the thesis that joint costs playa dominant part in the 
industry of railroad transport. 

Professor ..Acwotth holds the same opinion and argues on 

1. Vide, "Principles of Economics," Vol. II (1924), p. 396. 
I. Vide, Supra. 

3. Vide, SuPra. 
,. Vide, Principles of Economies, Vol. I, p. 221. 
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simiIar lines. Starting from the universally acknowledged chamo­
teristic of railway transport that it is an industry of huge 
investments, he argues that almost th~ whole of the constructional 
capital ~ the workirig eXDepses are incurred on behlilriif the 
traffic as a whole; that even if either the passenger or the goods 
traffic was absolutely withdrawn the claim of capital to its normal 
interest would stand unchallenged, reduction in tbe cost of main­
tenance would only be trifling, and even the operating expenses 
incident to de facto movement of traffio would fail to record fJ1'o 
rata reduction. But the withdrawal of traffio of only certain 
categories would leave the volume of expenses practically un-

. altered. (He therefore concludes that the expenditure of a railway 
plant is incurred almost wholly on the joint account of all its 
customers; the accommodation it provides and the services it renders. 
it must therefore render and provide at their joint cost. He say)! • 
.. Railways then are the most extreme instances' of business' 
conducted at joint cost; their whole capital outlay is incurred on 
joint account; almost the entire cost of their services is joint; and 
the extra expenditure incurred especially for anyone item of the 
Joint product is extremely smalL"1 

With due deference it. may. however;' be sul>mitted that the 
argument as developed by l'r9fessor Taussig and Acworth is not so 
con;u,cing. It is easy to see with the worthy economists that the 
railway industry is one of la"ge fixed investments~ but it is rather 
difficult to accept the plea of joint supply of railway service in the 
primary sense. The suggestion that joint costs playa predominant 
part in railway industry has qualified acceptance; the difference 
is only one of emphasis. • 

ll2int costs playa secondary part in railroad transpo~ The 
most striking characteristic of the example quoted by the classical 
economists. illustrative of joint production. is that one of the 
joint products can never be produced alone; the production of one 
necessarily results in the production of the other. (To put it in 
the words 0L J. S. Mill, .. they are both products of the . same 
operation, or set of operations, and the outlay Is incurred for the 
sake of both together, not part for one and part for the othei) The 
same outlay would have to be incurred fo~ either of the two, 

1. Vide, the Economia Jonrnal, (1897), p. 321. 

II. This is the conside.ed opinion of Prof ...... Pigou. 
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if the other were not wanted or used at all. ~ Thus, there is 
physical joint production in the case of the examples discussed by 
Mill; The marked characteristics of the joint products is that they 
have a common origin and one of the joint products cannot be 
produced alone.· 

But the application of this principle of joint production, 
doubtless true of certain industries", to. transport industry in 
general, and the railway industry in particular, presents consider­
able contrast ; the two sets of industries are dissimilar. The 
marked characteristic of joint production, referred to above, is not 
universally and not even generally applicable in the case of railway 
transport. The law of joint cost, says Professor Ripley with refer­
ence to the production of transportation,< IS so~hat different. 
Compare, for instance, the carriage by a railroad of thousands of 
passengers and different commodities in every direction, under 
varying conditions, singly or wholesale, by passenger or express 
train, over a given set of rsils every day, with the operation of a 
refinery, producing sinmltaneously kerosene, gasolene, lubricating 
oils, and greases aa well as various odd chemicalS. Both are 
examples of production at joint cost but with varions important 
contrasts. In the refinery all the costs are joint. All the pro­
cesses are interlocked. Every increase in the output of kerosene 
produces pari passu an increase of the other commodities. On the 
railroad not all. but only a part of the costs are joint, in such 
manner as has been shown. For, from the joint production of its 
plant-roadway, rails and locomotiv_the railroad may produce 
transportation of different sOrts quite independently. It may 
choose to especially cultivate its passenger traffic or cotton or coal 
business" For instance, a railway running between any two points 
A and B may work successfnlly only with goods traffic, if available 
in sufficient quantity, and finding that its plant is thus utilised to 
its maximum capacity, it may not care to develop passenger traffic 
at alL Again, if a given railway finds that' only one variety of 
traffic, say coal or cement, is sufficient to utilise the capacity of 
its plant, it may not look for any other traffic. Thus. the· Punjab 

]. Vid •• " Principl .. of Political EconomJ ", p. no. 
II. Vide, Marshall "Principles of Eeonomica" (1916) Po 388. 
3. Refer Harshall: "IndUBtry and Trad .... p. 1911-93. 

4. Vide, Ripl.,. ''Railroad .... Po 67. 
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Mail' of the G. L P. catered only for first and second class passenger 
traffic, till as late as 1931, and the Frontier Mail follows the. same 
practice even to-day. I{u follows, therefore that the most essential 
differentiating characteristic of railroad transport is that the 
serviCll,B it provides are not physically inevitable; that is, the 
production of one service does Dot necessarily imply the produc­
tion of the other. The supply of anyone kind of railway service 
is not necessarily connected with the supply of any other kind of 
railway service. If, for example, facilities for passenger traffic are 
increased, it does not follow that those for goods traffic are pari 
passu increased: or if the travelling facilities for. first class 
passengers are increased it does not inevitably follow that those for 
third class p8B119ngers are also increased. As a matter of fact, an 
increased supply of one kind of railway transport service means, 
ceteris paribus, decreased facilities for the other· kinds. of transport. 
That is, given a railroad establishment, if increased facilities are 
offered for goods traffic, it would mean decreased facilities for 
p8BII9nger traffic. 

Further[ihe trans~rt services provided by a railroad-Unlike. 
the production of several commodities by a Bingle great plant 
simultaneously, at joint and indisLinguishable cost none of which 
can conceivably be produced alone,-can be varied according to the 
traffic requirements, and to an extent limited only by the deman'fJ 
because necessary readjustments can be made in the plant to snit 
the traffic requirements, and even if the established plant is fully 
utilised new plant can easily be added to meet the demand. In 
fact the rail way management wonld be only too glad to make the 
requisite readjustments because it is to their interest that not only 
should the existing demand be provided for but a new demand 
should be created. A successful traffic manager does not wait for 
the traffic to come, but he creates traffic. For instance. to take an 
extreme case of readjustment, if a line has been laid down between 
any two points A and B for carrying primarily a particular kind 
of traffic, say goods traffic, because, perhaps, when the original 
survey was carried out the passenger traffic did not present any 
prospects to the investigator. But, let it be supposed as well that 

1. In this conneclion we shonld not b. underotood to couVO)' that tho actual 
workinll of the lin. WBB justified in practice, although Ihere is a theo .... 
tical justification for ouch working provided it pa1B its waf-thatia, tlje 
full share of capital and working costs. 

&-2 
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after the line began to work no goods traffic was offered, but on 
the contrary, passenger traffic came beyond all expectations of the 
railway authorities. Faced with this most difficult situation, the 
railway manager can readily adjust himself to the changed con­
ditions. N eceSSBry readjustments can be made in the plant, aud the 
transport facilities for passengers can be increased without at the 
same time increasing the facilities for goods traffic. This elasti­
city would hardly be feasible if the railway facilities for goods and 
passengers were joint products. In the case of joint product­
tion, say mutton, wool and skin, the increase in the output of one 
necessarily adds to the output of the other joint product, 
albeU the exact proporLion of the different items varies according 
to the demand and the point ot view of the flock masters. For 
instance, the proportionate share of wool, mutton, and skin of an 
Australian sheep is different from that of the English or New 
Zealand sheep, due to the difference in aim with which sheep 
farming industry is conducted in the respective countries; but the 
common fact stands that the rearing of sheep, irrespective of the 
condition of the farm, means ipso facto the production of.wool, 
mutton and skin. They are joint products and if you want one 
you must have the others, even if you do not waut them; none of 
them, to repeat, can conoeivably be produoed alone. 

Again, in the case of joint production, like wool, muLton and 
skin, outlay is incurred for the total joint output, so that even if 
one of the joint products fails to fetch a price, there being almost 
no demand for it, the total cost would remain unaltered. This is 
of course an extreme case but nevertheless true and is not in­
frequently met with in the industrial field. For instance, molasses, 
which is a bye-product of sugar, produced in some of the Hawaiian 
Sugar FacLories, was actually thrown away, there being no 
demand for it_y, they had to incur some cost even in throwing 
it away_ Sugar and molaeses are joint products and therefore the 
production of the former necessarily implies the production of the 
latter. Further, it should be pointed out that the production of 
molaeses does not involve any costs, distinct from thoee necessary 
for sugar, and if it did the Hawaiian Sugar Factories, referred to 
above, would never have cared to incur such expenee when there 
was no demand lor it ; per contra, the)" would have endeavoured 
to produce sugar without molaases if possible, to eliminate, the 
cost of disposing -of that product. 
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Even in the common cases. where each of the joint products 
has severally a value assigned to ·them. and therefore. some 
Special care and expense is devoted to eacli of them. which would 
be diminished or diSpensed with if the demand for that product 
were to receive a seriops setback.' The margin available is certainly 
very narrow; except where special expense has been incurred 
for one or all of the joint products. Thus. for instance. even 
where molasses fetches a price. no saving wortb the name can be 
made if the demand for molasses falls. because the.re is no special 
expense incurred for it. In fac.t one of the pressing problems 
before the sugar industry to·day is to find out a means of utilis­
ing molasses and thus increase the demand for it. In short. in\ 
joint production outlay is incurred for the output as a whole. and. 
the margin for the reduction of costs. if the demand for one of 
the joint products falls. is narrow. unless there are special expenses 
incurred for one or all of thE! joint products. This is not true of 
the railway plant in the primary sense. as adverted to above. But 
to the extent that the railway plant is subject to jointcosts-inthe 
secondary sense-as will be shown presently. the aforesaid 
remarks are applicable. ...:.. 

Thus. from the foregoing discussion it is clear that joint costs 
do not play such B -IW'dominant part in the railwa in u as 
Professors Taussig and A:. wor expect us to believe. Professor 
Pigou has offered very instructive and interesting criticism on this 
point which may with advantage be noted at this stage. He l 
~ntends that the tranSport service provided by the railroads is a I 
single homogenous commodity Bnd therefore the element of joint 
costs plays only a secondary part;) According to ProfeSsor Pigou. 
the conjunction of large common supplementary costs with 
separation between the markets to which they are snpplied does not 
make railway services joint products in this"-the only significant­
sense. In order that they may be joint products. it is further 
necessary. not merely that additional investment in plant and so on 
may be used alternatively to facilitate the supply to either market. 
but that such additional investment cannot be used to facilitate the 
supply to one market without facilitating the supply to the other.· 

1. Ref.r Marsb&ll, "Principles of Economies ", p. 889 and" Industry 
and Trad .... pp. 192·93. 

2. Rel.r to the discussioIl, .. Th. EcollOmies 01 Welfare ". 
3. Vide, .. Th. EcoIlOmics of Wellare," p. 146. 
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This view point seems to be more in accord with the true natnre of 
the railway industry, and hence we accept the view taken by 
Professor Pigou that joint supply does not prevail in railway 
transport in a fundamental and general way as 'is supposed by 
some writers.1 

'-"I; some aspects of railway transport, however, true joint 
costs do prevail. {i) Back.loading provides complete analogy 
to the case of joint costs. Thus, an increase of transport 
facilities from station A to station B carries with it an 
increase of transport facilities from B to A. (ii) In a 
sparseli~populated country or where railways have been 
newly inaugurated, if the demand for anyone kind of service, say 
either goods traffic broadly, or passenger traffic, is not snfficient to 
remunerate even the technically minimum sized railway plant, 
goods traffic and passenger traffic is jointly produceg:) Professor 
Taussig riphtly points out that the principle of joint cost in railway 
industry bears, perhaps, most on the special problems of pioneer 
regions; and as these regions advance beyond that stage, it ceases 
to be all pervading." Similarly,~ the increment of demand for 
either passenger or goods traffic is not'individually sufficient to 
make profitable the technically minimum additions to the railway 
eqnipment, then such increments of passenger and goods service 
are jointly produced) The existence of unused capacity in the 
railway plant constitutes the basis of the principle of joint costs. 

. If, however, we could adjust our units of productive factors to the 
size of the units of their products, then this kind of problem of 
joint supply or joint production would cease to exist. As railways 
and regions they serve "emerge from the pioneer stage, as traffic 
becomes denser and more regular, as the di.lferent regions served 
become indnstrially more homogenous, 88 the TBilway is able 
to utilise its entire plant and its whole operating force con· 
tinuously and systematically, the. featnre of joint costs become 
less dominant. But, though less dominant, it never ceases to be 
important. From the very nature ef the railroad indUStry the 
existence of unused capacity in the railway plant, albeit there are 
forces tending ~ minimise it, is inevitable; because even if a given 
railway plant is utilised to ita maximum capacity, at a particular 

1. Supra, P. 265. 

I. Vide, "Principl .. of Eccmomica" VoL II pp. 404-5, 
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time, additional plant bas to be installed when fresh traffic comes. 
and a part of this new plant remains "for a time unutilised. ", 'thus, 
it is difficult to so adjust the railway plant as to completely 
eliminate the waste of unused capacity. In short, the problem of 
joint costs is less important in couutries which are industriahsed 

~f.i!~~: ~~:2.:~~~th!~=:::t-;:~~!;J 
Pea;edt.!teir ~~~{s~~.l.19l.lit~tii hOfddo~way. ' ; 

- ~us~co"~~.o:u c.<>!t.!I,~t.!J._e! __ t~j!>!n~ cost§,JR'Il,the dQminal!~ 
feature of railway industry, especially in an old country where! 
railway transport has fullY' developed. 'the element of jointness 
is of comparatively less significance. "The services provided by! 
the railway companies are, in the Inain, not jointly produc~ 

This discussion of the two most important c~cteristics 
of railway industry clears the way for a study of the principles 
on which the rate structure should be based. Now, if railway 
transport were not made a monopoly by law, (i.e., if free com­
petition were allowed between two pOlnt8'A' and 'B') the railway 
rates would be determlned by the separate competitive oosts 
of each kiud of service. " It is generally agreed," says Professor 
PigOu;"" that, except "in so far as the transport services sold to one 
set of purchaserS' are supplied jointly wUh those sold to another 
set, simple competition would tend to bring about a system of uni­
form rates per ton-mile for similar services."· The rates for' 
similar services wonld be so arranged that the demand and stipply 
price wonld coinoide; and a separate charge would be made if " 
the railroad transport' were sold in conjunction with some extra 
service. But in fact railways are monopolies by law. (Behind 
the fact of legal monopoly there are factors which Inake a railroad 
a natnral monopoly, e.g., large capital investment, waste involved 
in duplication of lines, etc.). Hence a railway colllpany is not 
called upon, and has not the capacity, to determine the separate 
cost of production of individual transport services. On the 
contrary, as a monopolist it finds to its advantage to charge 
different prices for the supply of a oommon" commodity," namely, 
transport service (of course Inaking allowance for special facilities) 
to different buyers. It is able to so formulate its rate strncture 

1. Professor p'igon: ''The Economics of Welfare", p. 267. 
I. Supra, Po 2~7. 
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because the demand for a unit of railway service is not transferable. 
Where transference is feasible discrimination cannot be effected. 
Thus, in a regime of competition discrimination can exist only 
temporarily. 

How should, then, the railway rates be fix d? If the railway 
company, even thoug a monopoly, i.e., even though there are 
no SElp$rBte competitive costs of transport) could, by some process 
of cost accounting, determine the separate costs of transport, even 
approximately. then from the point of view of national economic 
welfare the railway rates ought to be generally based on ~ 
service principle, subject to certain exceptions. Marginal utility and 
cost of production ought to coincide. The exceptio~ the 
case of luxuries, which ought to be taxed higher in proportion to 
their values, and lower rates to be charged in the case of traffic 
which offers prospects of future gain or confers indirect henefiis. 
In both these cases railway authorities are entitled to charge 
differential rates. 

The authorities should arrange the rates on different com­
modities so as to earn norma~ on total investments. .This, 
however, is only one o~ the criteria and not the sole. Broadly, a 
railway can- do this if the rates for the transport of different 
commodities are reIated to their values and the elasticity of 
demand for them. But there is no one arrangement of rates 
which fits in with this broad method. Therefore the problem of 
railway rates is not 80 much one of discrimination in itself as of 
choice between different kinds of discrimination, i.e., arrange­
ments of differential rates. (The prohlem of rate making being 
essentially a practical one, experience enables one to seek a proper 
solution.) But whether that practical solution is also justified by 
theoretical considerations is an extremely obstruse point. So the 
question before us is to find out the best arrangement which 
theory would justify. 

~\) THB COST OF SERVICE PRIlICIPLB . 
In any commercial or industrial enterprise, the main principle 

which is taken into account by the manager of the concern in 
fixing the pricee of the commodities mannfactnred or dealt with 
is that of what the provision of the commodities or services has 
cost or will cost him. After calcn1ating his cost and having 
made due allowance for his own personal remuneration and for 
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any interest on capital, the mannfacturer fixes his prices or rates 
of charge to his customers accordingly. Therefore, one naturally 
asks oneself, cannot the railway company fix its conveyance rates, 
whether for goods or for pasSenger service, in direct relatioll to .the 
cost wnich it has to incur to provide the aCl/lommodatibn and 
service? It cannot be gainsaid that the cost of service must 
necessarily loom large in the manager's eyes, because he bas to see 
that not only shonld the receipts be adequate enough to defray the 
total expenses in=ed in ronning the undertaking but that­
snfficie~ft to cover the interest charges on the capital, 
invested. ' 

Theoretically considered, the most equitable charges seem to 
be those proportional to the costs in=ed by the railway in 
performing a given service. It is also approved by the business­
men who urge that the rates ought to be based on the cost of the 
service. .. There can be no question," says Professor Ripley, .. thal 
for an indispensable service like. transportation, conducted under 
monopolistic conditions, the ideal system of charges would be to 
ascertain the cost of each service rendered and to allow· a reasonable 
margin of profit over and above the amount".' But to~asing 
the rate strncture entirely on the cost of service principle, there 
are several insuperable objections both theoretical and practica~ 
Railway operation, we woUld like to emphasise, is not analogous 
to the business of an o¢inary mannfacturer. -

'(A: rate structure based purely on tlie cost of the servic&. 
principle, to be just and reasonable, presopposes tbe existence of 
perfect competition, precise 8.Uocation of transport costs of 
individual items of traffic carried, and relative stability of the cost; , 
and if all these· elements existed in faCt the cost of service 
principle would have rightly deserved the premier place in rate] 
makinD Then the rate strncture would have been based on this 
principle alone. Thus, for instance, if the cost of transport service 
rendered to two articles, say coal and cotton, are the same, 
in a state of perfect competition amongst the carriers, and if 
the cost of these individual services is determiuable, then, 
identical rates should. be levied on both the articles; and this 
would afford maximum advantage both to the carrier and the 
shipper. 

1. Vide, "RaUroads," p: 168. 
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OBJEOTIONS: ABSENOlil OF PERFEOT COMPETITION 

(y But the study of the nature of railroad industry reveals that 
the state of perfect competition, which is the most essential 
element, does not exist; and it is difficult to realise in railroad 
working. U the regime of perfect competition could be realised 
in railway industry, other objections of mixed roads, indetermin­
ability of costs. etc., would fade into insignificance. But perfection 
is neither feasible nbr is it desirable. It Is needless to repeat the 
reasons which show the impracticability of perfect competition in 
railroad enterprise. Since the beneficial effects of perfect 
competition cannot be realised in railway industry, State inter· 
ference has been invoked for regulating the rate structure 
of railroads so as to maintain the proportion of rate charged 
to marginal cost. Professor Taussig aptly remarks: .. The 
railway itself is a vast enterprise, with a tendency to monopoly 
'conditiolls in its inherent workings; it threatens in private 
hands to become an imperium imperio; it presents most urgently 
the problems of public control and pnblic ownership"" Thus 
we find that the basic argnment of the advocates of the cost theory 
is unsound. 

(7" Further, the cost basis is difficult to lay. be~u8e it is impossi. 
ble to ascertain exactly the cost of any railway service; none of 
the fixed charges and very few of the operating expenses can be 
assigned, except rather arbitrarily, to the various services. The 
costs are incapable of definite allooation. The cargo of a; single 
freight train consists of a medley of commod ities. To allocate 
the costs; thus incurred,' to 'individual articles, from amongst 
numerous articles carried, which have acquired different place 
utilities, is at once arbitrary and unjust. 'Thus. of the total 
expenditure incurred, only a few items can be definitely allocated 
to one service or the other; but the greater part.. of the 
expenditure is common and does not admit of precise and definite 
allocation. Allocations of costs, as Professor Acworth says, made 
on the basis of the rates between goods and passenger train miles 
are at best no more than a convention3.!. average. And if allocation: 
is impossible between goods and passengers, a fortiori it is more 
impossible among the various categories of goods and passenger 
traffic inter se; while as for an allocation to individual 
1. Vide," Principles of Economie .... Vol. II, p. 389.390. 
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consignments of goods, probably even the hardiest of amateur 
railway statisticians WOuld. not attempt it.' Railroad costs are 
indeterminable and highly variable. Costs-are variable because 
the railway industry is subject to the law of increasing returns . 

. Ouly a rough estimate can be made of the relative costs. This 
is especially true of sparsely populated and new countries where 
the equipment of railway organisation is not fully ntilised and 
the unused capacity runs to waste. Bnt in old and economically 
advanced countries the demaud for railway service is more stesdy 
and enables the railway managers to adjust thei.!' equipment to the 
demand, minimise the. waste of unused capacity, and by the 
process of cost accounting ascertain approximately, if not exactly, 
the cost of different railway services. 

COST, AN Dn'BACTIjlABLI!I BASIS 011' BAILWAY. CHABGES 

~ Even if the cost of individual railroad service could be deter­
'mined, it cannot be a true index of the total costs involved in 
performing that service, because the fixed cost. are heavy. More­
over, even after accurately ascert;;ning the various costs incident 
to an individual service, to frame a rate schedule based on that· 
cost would be highly detrimental to trade, though, because of its 
balanced and symmetrical nature, it finds favour with the traders. 
This is so for reasons Ijlore than one. Firstly, the eosts would be 
found··to lI<!Ctuate' violently, from year to year. il:OlIUIIl.onth to 
month, ~ -on-different parts of a railway at the same tim-a. 
RaiiWaY costs are uncertl!in and fluCtnating:-· This' wo]llu be a 
source of -gr~oyanCe to the traffic mrinBi..-r,;;d as transport 
facilities form the basis of the modern industrial organisation, the 
uncertainty resulting f~om the frequent changes in rates schedules 
?:ld paralyse the trade and industries of the country. . 
ty B~l)dly, the rates based on purely the cost of service 

'

rendered will have IDO relJl,tion to the capacity of the article to 
. be!!l...lli. It would mean favouring the rich at the cost of the 
~ediocre. But as the latter constitute the baokbone of the 
society and bulk of the commodities seeking trauspol·t, railways 
will have to face an opposition threatening their very existence, 
and so also' their . total tonnage· will receive a serious 

1. Vide, "The Economic Journal.", (1897), Vol. II, p. 319·lIO. 

~B 
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set back.1 Not only would the .igid applioatiou of • the cost of 
service' principle hinder all transportation of low grade traffic; 
it would also prevent any development of long distance traffic. and 
ultimately spell the ruin of the country. Even the equity of the 
principle. as applicable to railways. is more apparent than real. 
Cheap things aud of common use ougb.t to be charged less than the 
expensive articles of luxury. 

(!j At this stage another difficulty to the sole application of the 
cost of service principle shonld be noted. Railway costs cannot be 
calculated in advance liulil the volume of traffic is ascertained, and 
£ile volume is ever fluct~~. The volume of traffic Itseif among 
other things depends upon the rates quoted. The traffic manager 
can calculate very littJe in ad vance with any clainl to precision. 
He makes a tentative and experimental move. It is only after he 
fixes the rates, and puis them into operation that he is able to 
watch its repercussions on traffic. The cost of service can only Ix! 
ascertained after the service has been rendered and that too only 
approximately, whereas the rates schedule has to be published 
sufficiently in advance, so as to give to the traders and manu· 
facturers an opportunity to make the necessary readjustments. 
A trader's ability to pay transport charges depends primarily 
npon the cost of his goods and the probable market price he 
would be able to fetch and therefore it is necessary that he 
shonld know in advance the freight per unit his goods wonld have 
to pay to be able to reach particular markets. In view of the 
importance of railway freight on the development of trade and 
industries it is necessary that the.rate structure should ,have a . 
sound basis which pure application of cost fails to provide. 
Conjectures and estimates as basis are not only valueless but 
positively dangerous. -

@ Carriers playa very important part in the so~ial organisa­
tiQ.n of a country. By annihilating diSiince, "they equalise 
industrial conditions, and act in a protective or insurance 

1. To raiao the -:ales lergely on the bwkY materiaIJ of indWltry woDld 
110 restrict the amounla transported 88 grealJy to limit indUltry, to 
rednce tlu! volume of manufac_ to be carried by the railroads, aDd 
to impose eeriona reatrainla upon social progreM. Vide, Johnoon and 
Van Het..., .. Principlee of Railroad l'ransportaLionu• p. 341. 



THEORETICAL BASIS 01' BATESAlm I'ABES 19 

capacity1 to the merchant or manUfacturer. This great 
obligation upon the carriers shows the delicacy of the task of 
fixing rates. In fact rates have to be constantly modified 
in order to keep pace with the ever changing ~ditions of the 
country: -sO.-Oilexamining the goods or passenger tariffs of 
railroads in advanced countries we find that they frequently 
deviate from the cost of Bervice principle. The cost of e 
ravours a f 0 at the ex euse of the rest Even if by 
the cost of service is meant average costs. it would be impracticable 
as well as inequitable to baSil rates on average cost -which fluctuate 
widely. Moreover, the cost of transport service is the resultant of 
manifold conditions under which the tran8POrt business is done; 
and hence variable. The rate charged itself affects the cost of 
trausport service. Accordingly to base rates entirely on cost 
would be attempting to find one unknown quantity by using 
another." Thus. it is neither possible nor desirable to fix railway 
fharges solely with reference to the cost of service." Cost of 
service principle is only of secondary imporlance in' practice. s .. __ 

rEefore we pass on. let US summarise the ;y'lAitatjons to the~ 
- ap~cation of -the cost of service prinoiple as theii;;'ie basis of the 
rat~ struct.ire. The. regime of perfect co~etition in the working' 

) of railrosds is an ideal difficult to t:ealise~.co~t is iD:dete~. 

1. In a certain sensa carrier exercises the function of an insurance 
company, but with this important difference that while it has the 
etrongest intereet iu protecting ita established industries against ruinous 
competition from abroad, it may desire to .hs>e in some degree in ""eir 
dovelopment and proaperity by. WlY of reward. 
Riplei. .. Railwa¥ Ratea and Regulation." 

2. Sakolski, Po ~. 

8. Th. fact that the railroads operate 'under the principle of joint costs, 
as well as of decreasing costs, rende .. difficult the application of coat of 
produetion theory to the determination of fair raiJluad rates. 
See Patteraon, .. Economic Problema of Madam Lif .... p. Sl19 • 
.. It ia indubitabl. that oole reliance upon the 'cost of aorvice as • basia 
for rat.·making ia theoretically nnaonnd. and impo •• ibl" of practical 
application." Ripley. .. . 

'iI. All Profeasor Pigon ";y.: .. It is plain that anything in the nature of 
extract limitation of single competition is almost impossible to attain" . 
......... " A conoid.roble gap between tho idcal and the actus! io likely 
to remain." 'w calth and Welfa .. ', p. 265. 
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Bnd variable ~ the volume of m-affic is ever tluctna-.liPg and 
therefore the tariffs based purely on cost would lack i~ stability; 
the preparation of tariffs in advance wonld not be feasible; and 
above a~e valuable pa\,t of mode;n:- com';;-ce would 
be penalised, which in turn would react upon the stability of 

~
the railways. It is because of its imnracticability, therefore, 
hat the cost of service principle has been dethroned by the 
. eading economists from the sovereignty which it might other. 
Wise claim'] 

~ rY' Withall its limitations, the cost of service principle deserves 
\lfu11 attention in the determination of reasonable rates, and no 
--railway manager can afford to neglect it. it has a marked value-
in rate fixing. While the cost of service is never accurately 
ascertainahle, the railway mauager knows that ordinarily it costs 
more to haul a given tonnage of one commodity, e.g. feathers, 
than of another commodity, e.g., coal; and that ordinarily it. costs 
more to move goods a long distance than a short one; ~d b]l _ 
different devices he can approximately estimate the cost of 
carrying different commodities, and of carrying them. over 
different distances. In other words, ~h the absolute costs 
are indeterminable, the comparative coat of carrying I particular 
unit of -traffio can be ganged to a Mnsid~~~ 
Havmg ascertained fueapproxim:ate-CilSf.;Jiiiluiii to see that the· 
railway rates should be snch as to be profitable both to the 
shippers ( or passengers) as well as to the railway company. 

_ The cost of service fixes theJgwer limit of the rates, below 
which rates cannot be rednced, for otherwise the railway would 
cease to be a profitable eoncern. No carrier, under normal circum. 
stances, can afford to qnote rates which do not cover the cost incident 
to the service. Even exceptional or special rates, which scarcely 
cover the prime costs of the service, are given with a view to 
creating more remunerative traffic in the long rnn. It is a service 
auxiliary to further service. Thus the cost of service consider. 
ation, thongh by itself inadequate as a basis for determining rates, 
is extremely valuable in as much as it sets a limit below which 
the rates should not falL It checks the uneconomic nee of 
transport service. Railway industry is a commercial undertaking 
of the first magnitude and hence the capial invested in it must be 
reproductive; broadly and in the long rnn it must be remunerated 
at the normal rate of interest,-either out of railway rates or out of 
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general taxation, perferably the former.1 If both direct and 
indirect benefits to the community resulting from a transport 
service do not cover the 06st, it should not be undertaken. 

One is apt to overlook the utility of this. principle and the 
protection that it affords against too low·transport charges. One 
may question as to how low rates prove detriments! to public 
interests. A moment's reflection will clear the misconception. It 
is too well known in business economics that no concern can for 
long continue to run at a loss, lest it should go bankrupt. One 
starts an undertaking with an optimistic outlook and hopes to find 
the weather ever favourable. As one succeeds in his venture, he 
delights in enjoying the lion's share of profits, too confident to 
make it his monopoly. But, competition, and not monop'oly, is 
the characteristic feature of the business world. Therefore, when 
the competitors, attracted by the highly remunerative nature of 
the business, enter the field, the vested interests, out of their 

. "jealousy of the new adventurer, whom they take as an intruder, 
resort to unfair competition and price wars. This is especially 
true of the'railway industry, where rates are made under the 
condition of monopoly, and competition is looked at with great 
SUSPiCiori:~ "The railway plant being immovable, and utterly 
Dseless for aiiY other purpose", increases the scope for unfair 
competitiOn~ This exclusiOnoTCiimpetition andmaiiitenance. of 
mcmopolish conditions, by resorting to unfair methods, proves 
harmful to the shipper and carrier alike. Hence under conditions 
of monopoly, such as railways areB, the cost of service principle 
must be kept in view; w,hile under free-competition'lt7iBbOund 
to'~ude itseTrau1.~ ... "'-. 

L. .. All the rates must among them cover all the expenses and leave, 
if poaaible, anJIicient marain to pay interest on capital al the normal 
rate. Inter .e, the rates must be so adjusted that each item of tramc 
bea .. ito fair ahare of the total ... t of the entire railway service," 
W. M. Acworth, p. 74. .. 

II. So also a larae proportion Qf the ""pens" of a railway is independent 
of the amount of trame carried, and have to be met at all ... ts if the 
road is to remain BC)lvent. '. 

3. Tho monopoly is doubtless oonditional but even then the powers of the 
railway mauaaer are wide and competition reatricted.· 

4. Ref .. Ripley, "Railroade ", p. 176. 
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The railway traffic manager, however, is interested more in 
the total receipts and expenditure of his plant, the cost of any 
individnal item of traffic being of little moment to him. ThE! 
qnestion which concerns -him most is that all the servioes taken 
together must get remuneration enough to cover the total joint 
e:x;penses. This lead~_ the rail way manager to base his rates on 
~~nciple. He fixes his rates in pro. 

portion to the value of the service rendered or the capacity of 
the. article to bear it. Demand regulates price. 

But here too the cost of service principle affords an important 
oheck upon the value of the sevice principle. If the price of an 
indisPensable public service like transportation, conducted under 
monoPQlistic conditions, was to be determined solely by the demand 
for it, it would prove too costly to the public. The cost of the 
service principle affords protection against unduly high rales. In 
limits the scope, which the traffic managers would otherwise be 
permitted, to manipulate rates to suit their self·interest. In 
seeking to increase their revenue, they l1l'e apt to raise their rates 
unreasonably high. In certain kinds of traffic the total tonnage 
moved is no indication of the equity or reasonableness of the rate 
charged. In the case of necessities of life, the inCidence of 
increased railway freight is shifted to the consumers, and becomes 
a regular charge without reducing the consumption. It is only in 
the case of articles having an elastio demand that the volume of 
traffic would rise and fall with the rates charged. 

IllPORTANCB Oil' VALUI!I AS AlII ELEMENT IN R.l.TE-MAKING 

THill VALUB Oil' BI!IRVLCBI PRINCIPLB 

The value of service, as a basis for rate-making, begius where 
the cost of service principle ends. It has already been pointed out 
that the rates should not be based solely on the cost of service 
principle, because,even if the apportionment of cost incident to 
individnal traffio were possible, it would penalise commerce in 
articles with a weight or bulk larger in comparison to their value, 
precluding thereby the traffio which canno' so bear the transport 
charge. If the ability to bear the transport charge, in the sense of 
the proportionate share of the total costs, were to be the sole test 
of the utility of carriage, a very valuable part of modern commerce 
would not have grown to any considerable magnitude, because the 
place utility created by transport and measured in direct money 
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returns would be short of the transport charge levied, and there­
fore the traffic: would not move. The effective demand for 
transport of low 'grade traffic would almost cease. . On the otller 
hand, the rates charged for the carriage of articles which within 
small bulk or weight concentrate great value would be absurdly 
low in comparison with the value of the article and its capacity to 
bear the transport charge. Thus, for instance, the traffic manager 
may even double .the existing freight on the transport of watches, 
musical instruments etc., but even a slight. increase in freight 
on articles like salt, sugar, food grains, cement, coal, etc., 
would seriously restrict the traffic and cause great hardship to 
the publiC. 

V ALUB SUPPLBIIli:NTS THB COST BASIS 

The aid of discrimination is, therefore, sought as a supplement 
to the cost basis for making up its dificiencies ; and it may be noted 
that this discrimination, if practised with due caution and 
consideration, helps all the parties concerned, even those against 
whom the discrimination is practised. f.A. judicious discrimination 
in rate-making, therefore, helps all the parties, carrier, shipper and 
the community ;)it is esssntial for. extracting the utmost from the 
.. iron horss ". it has been rightly said that cost of carriage is a 
function of the rates, not the rates of the costs. No doubt, dis­
crimination confers very wide powers on the traffic manager; 
because the gap between a rate which Is averagely profitable 
and a rate which is only just better than no rate at all is a ". 
very wide 0;'8 and therefore the aiol of State regulation is soug'ht 
lest the railway should use the powers indiscretely. .. I am 
therefore confirmed," observed Profersor Edgeworth .. in the 
deduction that discrimination accompanied with a moderate control 
is likely to be better, both for the customers and the monopolist, 
than monopoly forbidden to discriminate"1 (The value ~f 

"servIce principle is a very important form of discriminati!ln" J 

1. Vide, The Economio Journal (1913), VoL 113 p. 225. 

2. The value of service principle, laya Prof ..... r Plgoa, II a dis­
c:rimiDatill,ll mODopol, of tbe third degree. 
Vide, The EGoDomice of Welfare, p.SS6 and pp.lI4o..47 •. 
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as. applicable . io railioads, and its utility has long been 
recognise!l.1 

ABILITY TO BEAB THE TRANSPORT CHABGE 

The rate structure should, therefore, be based on the relative 
value of the service rendered by the carrier. This principle 
implies that the rates should be proportioned to what the shipper 
can afford to pay, hiB ability being measured strictly from the 

\ economic standpoint. Ability to pay the transport charge depends, 
.as mentioned above, upon the price that the article seeking 
transport would fetch in the consuming market.· If the value 

. of"'service received by the shipper were made the basis of 
railway charges, the rates would be fixed with reference to the 
value added to an article by being transported from one place 
to another. 

Railways pursuing a policy of enlightened self interest, base 
their rates upon the value of service rendered. We have already 
seen that the railroad, by transferring an article where it is in 
abundance and hence lees in demand, to a place where it is Scarce 
and the demand for it is high,1augments its value by creating place 
utility; and it is this added value of the article which forms the 
basis of rates according to the value of service principle. The 
considerations are primarily economic. The charge is ap­
portioned to the value of the service. This railways do, not out 
of "any philanthropic motives, but, because it serves their 

1. ProfetllOr Acworth 1ByB, .. RiatorieaJly tlWo thine has heeD __ 
and approved by English Jegislat.iOll from the t.ime when Adam Smith 
applauded the equity of statutory turnpike tolls at the rate of h. for 
a light; carriage aeri ... of CanaJ Acts and Railway Acts down to the 
e1aboDtely oareful million of the railway eompany'. chargine 
po-. ........ Vide, "The Economic JournaJ" (1897). Vol. 7, p. 317-8. 

1I. The ability to pay the transport charge, in the ..... of goods, depend. 
largely upon their value, in the .... of _ .. it depend. largely 
upon their income. The lower the value of goods, the larpr will be 
the aJwe of transport eharse in the total coot;, and the earlier will the 
freight; charae reotrict their aaJes; the amaIIer the paanaer'. inco ..... 
the _ the IIUm h ...... afford to pay for conYeJanee. Given the .. nral 
IIl&l:ke.d eharacteriatics of the railroado odoelted to aboYe, it would be 
prolilable to earry traffic at lower _ up to • paiD&. 
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interests best. Sometimes managing authorities adopt policies not 
compatible with long time welfare of the railway company, and it 
is here that the State has to step in, and to stop them from taking 
an action detrimental to their own interests and those of the 
public. 

Bnt the principle o~ charging what the traffic will bear allows 
a very wide discretionary latitude, which can be used to promote 
social welfare as well as to retard -it. Its social utility consists in 
the fair distribution of the economic burden which it helps to 
bring about. The value of service· rendered by the railways to 
di1ferent business concerns and individuals varies ad infinitum. 
There are different kinds of traffio and the value of service di1fers 
according to the· shar!! of time. bulk, ~eight, distance, speed. 
safety, ete.) There is a kind of traffic which will barely 
~ cover out-of-pocket expenses of carrying it ; and J.he second kind 
will cover both the out-of-pocket expenses and leave a share to 
meet the general charges; the "third will cover its full oosts and 
still leave a large and disproportionate surplns more than sufficient. 
to fill up the deficit in unapportioned costs left by the low-class 
traffic which could not bear its proportionate share of capital costs. 
It is ,in the interest of both the public and the railroads that all 
these classes of traffic must be carried, and at the rates which each 
class can bear if the utmost value is to be elicited from the railway 
system. Here the rjch contribute of their share to help the poor. 
Public interest is best 'served under this arrangement and at the. 
same time the railway plant is also fully utilised. The com. 
munity, therefore, gets more service on the differential rate 
schedule than from the nniform rates. In short.@le value of 
service principle promotes flexibilit of rates, high utilisatioll of 
railway plant and economy in its operation. 

The value of' the service principle as a guide. to railway 
policy is potential of immense benefit to the community, where. 
it is justly and cautiously applied and where the rates are con" 
tinually adjusted to changing economic .conditions. It is best 
adapted for a dynamic society. It renders wonderful help to the, 
key industries which . would have litUe chance to survive if the 
rate structure were based on purely cost of service prin~iple. 
Important industries like salt. iron and coal are flow'ishing to-day 
because of the differential rates quoted to them. The articles 
which these industries cater for are generally lighL aud bulky j 

R-4 
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and even where they are heavy and compact, their value, which is 
in fact the measure of ability to bear ,the freight charge, is so low 
that the important considerations of bulk and weight, cannot be 
strictly adhered to. These industries being national industries, 
the total benefit derived by the community is many times more 
than the concession allowed to them in the railway freight. 
Moreover, even from a strictly railway man's point of view they 
are not uneconomic customers. It is an accepted principle of 
railway economics that even where the charge which the traffic 
should properly bear is so low as not to provide a proportionte 
contribution over and above the actual prime cost of handling the 
traffic, it is prima fame advantageous for the railway to get such 
traffic. ' Though these industries, as direct shippers, are less 
advantageous to the railways, the indirect addition that they make 
to the railroad earnings is considerable. The products turned out 
by the key industries form the basic instruments of most industries. 
The Iron and Steel industry itself adds, both directly and indirect­
ly, immense tonnage to the total carried by the railways. 

It is idle to oppose the reduction of rates on the plea that the 
traffic coming to the railways on the existing rates is sufficient. If 
B railway gets sufficient traffic on a particular scale of rates, it does 
not conclusively prove the equity of the existing rates schednle, 
and the nndeterminability or impracticability of further reduction. 
Where the demand is inelastic a slight increase in freight charge 
may not materially affect the volnme of traffic but all the same it ' 
becomes B tax upon the community. 

, It is often argued by the railway men t\lat the sure sign of a 
rate being unreasonable is that it instantly puts a check upon the 
traffic. This statement contains a great deal of truth but for a 
clearer understanding of the issues involved it is necessary that 
the nature of traffic should be better studied. It has already been 
pointed out that there are two broad divisions of traffic, the bas is 
of division being value and demand. The effect of rates on 
different categories of traffic varies. Thus, the low grade article 
like cement, where the transport charges form a large part of the 
total cost of production, it is but natnrsl that higher freight rates 
might so far increase the price as to check consumption.· But 

1. A far·sighted railwa" _or should venture the preaen' in m.. of 
the potentialiti .. of the futme. 

II. For detailed discussioD'" the Ch. OD' The !Delian CemeDt !Dduatl7.' 
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the other basis of division is the elasticy of demand which a given 
article possesses, and here the effect of rates on the movement of 
traffic is slightly different frOm the case noted above. In the case 
of articles, which are necessaries of life, having inelastic demand, 
like sogar, coal, food grains, etc., a limited increase in rates will 
not readily restrict the consomption of the commodity'". so that 
whereas the traffic would remain unaltered, the receipts would 
record an appreciable increase. Thus, in the case of necessaries of 
life, an increased freight rate is apt to become a charge upon the 
community, without reducing their conBUlllption. The traffio 
would remain the same. 80, the volume of traffio moving offers 
only a partial justifioatlott of the rate schedule. After studying 
the nature of the article and the demand for it, a reduction in the 
rate should be tried, and its effects on traffic observed. In fact 
the construction of will's must be tentative and experimental. If 
with the lowering of freight rates the total tonnage hauled 
increases, even without any Bubstantial increase in the total net 
earnings, the modified schedule has a valid claim for maintenance 
though it is not a lucrative business to the railway companies, too 
eager to earn large profits with the least traffic. This justification 
is strictly economic. 

It may be added tliat to the railroad, being a public carrier, 
the increase of traffic in the case of essential artioles after 
lower rates have been quoted, should be an adequate justifi. 
cation. for the action, -even if the total net receipts slightly 
fall short of the previous figure. No doubt the railway manager 
should be guided by ,the cost of service in lowering his rates, but 
in the fervour for close adherance to costs social welfare should 
not be sacrificed. An enlightened railway manager concerns 
himself more with the total receipts and expenditure of his plant 
than with individual items. He mali:es the freight charge on 
high.prJced goods more than they would be if made according to 
the cost 01' value of the service, and lowers the rates on bulky 
articles. 

This principle has special importance for India, where the 
railway rates have been regolated on pecnliar considerations, not 
even strictly economic, much less social. The duty of the State 
has been limited to fixing the maxima and the minima, leaving to 

_.1. Refer to the respective chapters, luna. 
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the individual companies to constt'!l.ci actual tariffs as they thought 
would best suit their purpose. ConseqQently railway tariffs have 
been framed primarily with a view to facilitate export and import 
trade. Now that the nationalisation of railways has become an 
accepted principle and some of the important lines are owned and 
worked by the State. the Railway Board can do great service to 
the country by revising the railway tariffs in the light of the 
value of service principle which has, been worked on 'English and 
American rail ways. It is not intended to convey that the present 
rates policy ignores in toto the value of service principle. but a 
readjustment in the rate strncture is necessary. This is a very 
important problem which the Indian railways. the business 
community and the general consumers have to tackle in close 
(lO·operation. with a view to find a solution acceptable to all parties 
concerned. There are many popular notions current in the 
public mind which arose from the attitude of indifference kept up 
by the railway authorities and is to· day being fostered by the 
interested' parties even though a marked change in the attitude 
is now discernible. This is due to the fact that public opinion 
on the railway matters is not well informed. Further. 'the 
political associations of the railways and the policy pursued in the 
past have created a great deal of mistrust and suspecion in the 
public mind. 

LWITATIONS 011' THE VALUE 011' SERVICE PRINCIPLE 

Enough has been Said abont the importance of the value of 
service principle. and its defecta as well have been incidentally 
pointed out. Before we proceed further. let ns state the limitations' 
of the value of llerv:ice principle. 'Being based on discrimination. 
this principle permits very wide discretionary latitude to the 
railway managers. which .. I unregnlated. is apt to be misused. It 
fails to protect the consumer against exorbitant rates on several 
commodities. A traffic manager can successfully impose a tax 
upon the community by raising rates on the necessaries of life 
having inelastic demand.' The fact that in most cases the cost of 
transport is relatively insignificant as compared with the valQ~ of 
the goods lends further support to the same view. 

In the hands. therefore. of an autocratic traffic iDanager. blind 
to all social considerations. ~his principle will result in great 
injustice and paralyse .the trade and industriee. The spirit of the 
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llrinciple would be violated though its letter 'Would remain 
unchanged. This is so because of the vagueness and ambiguity 
of the conception of 'what the traffio can bear '. Being 
elastic and flexible it can be easily manipulated to snit the purpose 
of the railway company; and the most suitable interpretation put 
upon it. Thus, wha' the traffic will bear may mean anything • 

. If social welfare is disregarded it may be raised very high. It is 
capable of b1ling l'I!oised silll higher if the demand for the com­
modity is inelastic. Even a rate apportioned to the full extent 
of the ability of the article to bear it is bound to be extortionate. 
What a railway company compels the shipper to pay, by taking an 
UnDUr advantage of his.:o.weak position, cannot in fairness be 
attributed to the ability of the shipper to pay it. For instance. 
the shipper whose factory is located in a certain place is no longer 
free to accept or reject a given rate; he is committed to the task. 
He can afford neither to move nor to abandon his factory. He 
has to run his factory; and in order to be able to continue in the 
field he has to sell his products at competitive prices. If. however. 
he is called upon to lJ6!' relatively higher rates. whereas his iithel' 
competitorS. whether i1;l the country itaelf or outside. remain un. 
affected by the same, the enhanced rate would become a tax upon 
the industrialist without any gain to the consumer. The absolute 
level of rates can likewise be manipulated tct suit the purpose of 
the railway company. This susceptibility to manipulation is in­
herent because the ability in individual cases cannot be accurately 
measnred. Even' when told that a given rate has adverSely 
affected the volume of traffic. the railway manager can tum round 
and say that the rate is fair and that the fall in traffio is due to 
extraneous factors. beyond the control of the railway authorities. 
One familiar with the commercial aspect of railroad operation 
will readily concede that it is very difftonlt for a non-railway man 

.. to question the authenticity of the statement of the traffic 
manager. who is the sole custodian of the traffic statistics. As a 
quasi-monopolist, a railway manager always aims to maximise his 
monopoly gains, and, it is only an accident that the interests of the' 
monopolist and the publio get interlaced. The railway, being a 
quasi-monopolist, by' organisation. and much more so when it has 
a more complete monopoly of carriage by reason of the absence of 
other competitive routes, can charge a rate high enough to deprive 

, the shipper in toto of the added value created by the transport. 
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Railroads try to absorb all the place value created. Here charging 
what the traffic will bear is interpreted as charging all that the 
traffic will bear. No doubt, this tendency is checked by com. 
petitio~, but it does not offer complete protection to shippers and 
consumers, against the danger of unjustly high rates. This misuse 
of the discretionary power of rate-making is undesirable. When 
so exposed and at the mercy of the strong monopolist, the State. 
comes to the help of the shipper. Here we trace the genesis of 
State regulation of railways in all advanced countries. The railway 
companies have to be controlled so as not to abuse their powers. 
Thus, the use most detrimental to the public welfare can be made 
of the discretionary power conferred upon the traffic managers, 
unless checked by State regulation. 

THE PROBLEM 011' RIilASONARLENESS 011' THill RATES CHARGED 

Thus, the determination of what constitutes. unreasonable 
I discrimination is very difficult. Between the minimum fixed by 
the ,. additional" or .. out-of-pocket expenses", and the maximum 
by the value 'of service to the shipper, to .locate the iust charge 
lying between these two extremes, one must give due consider. 
ation to the cost of service to the carrier and the competitive 
conditions nnder whi~ the service is performed, the value of the 
service to the shipper, the value of the article, and its importan,ce 
to the industrial progress of the SOciety. The interests of' the 
carrier, the individual shipper. and the general public must be 
properly considered in an attempt to determine the reasonable­
ness of railway rates. 

. State regulation of railway policy and the reasonableness of 
rates charged by !;he railroads are closely knit; in fact, the latter 
is the result of the former. Therefore, it is convenient to study 
together these two different· aspects of the same problem. Rail. 
road industry, being a public utility indispensable for modern ' 
society, has been regulated by the State in every country, thongh 
the legal obligations imposed have varied accordiog to local 

, conditions and social needs. Different are the devices resorted 
to by the State to curb the monopolistic tendencies of the 
railroads, commonest of all being the control of their tariffs. 
Rates and fares charged by the rail ways are strictly regulated. 
Regulation is the very essence of the efficiency of the transpon 
services and their utility to the community. As transport 
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industry is the barometer ,of national activity. so is the State 
regulation of transport efficiency . 

.. To arrange railway cJ:iarges on a just basis." says Professor 
Taussig ... as is the aim of a government in managing a railway. is 
a task of peculiar' difficulty and complexity."1 TranspOrt 
industry. like every other industry. must pay its way. The 
'theory of free provision of transport services at the expense of the 
State stands exploded as being uneconomic and wastefuL" Fr~ 
transport ~ould increase uneconomic traffic. Therefore it is 
essential that railroadS should levy a reasonable charge for the 
transport services they render. The huge capital sank in "the 
railway establishment muSt earn a fair return. 

The . necessity for a fair return on the capital expended 
becomes all the greater when the industry is manned by private 

.capital jIOd !,nlierprise. When a private corporation undertakes 
the finanQII. coiuft;ruction aud' operation of a transport service. it 
does so wit.a thEf understanding that its capital and enterprise is 
seeking a profitable investment. for otherwise it would resort to 
some other field. In a: society based on the institution of private 
property. railway companies under private ownership aud 
manlll{ement oo.nnot be called upon to work the linE!B. at a loss or 
unremunerative return. for otherwise it weuld mean the exp:w·· 
priation of the private property. This limits State regulation; 

(State regulation then means that the railway companies Should get, 
,a reasonable return" on their capital. Railway rates ,and fares 
should be so regulated as to allow a fair and just return on the 
value of railroad propertY';!" Under the pretence of regulating 
fares and freights. the State cannot require the~ilroad Corpora­
tion to carry persons or property without reward; neither can it 
do that which in common law amounts to a taking of property 
for public use. without just compensatio~ or without due process 
of law .. •• State has to protect the rights of the publio as well as 
the property of the Corporation maintaining ~e public high way. 

The question of reasonable charge is hedged with difficulties. 

1. Vide, "Principl .. of Economi ..... VoLII. p.399. 

'So Without any prejudice to the problem of grantinll tranIport I1lbllid, 
'lO nat.ionaHndustri... • . 

3. The discussion of Chief Justice Waite of U.S.A. quoted by Sbrinivasan, 
Po 2117. 
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Railroad being an industry of enormous fix~d investments, 
performing a medley of services. frequently at common and joint 
costs. the task of allocating costs to individual services, as adverted 
to above. becomes very difficult; and much more so in the deter­
mination of' a reasonable charge. It seems that the statutory 
definition of the constituents of a just and reasonable charge 
will be impossible in the near future. This is so becanse with the 
development of science the social organisation is getting more 
complex. and the transport service. which caters for these complex 
wants, has become mOre complex. However, with the help .of 
scientific methods of cost accounting and more accurate railway 
statistics it has been possible to make an approximate allocation of 
oosts. and therefore the task of public authorities has become 
easier, though it will always be an embarrassing question. 

In' a dynamic society. similar to the one we are !iying tn. 
there can be no one rate that can be said to be fa;» tn all Cases and 
at all times; it varies in different cases and at different times. 
Before a reasonable charge for the transport of any 8rticle at a 
given time can be determined, the authorities entrusted with this 
complex and delicate task' have to. make a detailed stndy 
of the various factors that affect the cost of service to the 
carrier and the value of service to the trader .. ' and 
thereafter institute a comparison with rates which 'have been 
found reasonable in practice on similar commodities carried on the 
same railway as also on other railways. under £ircwnstances nearly 
akin and not dissimilar. The rate thus arrived at will be a near 
approximation to the rate just and reasonable. But the comparison 
with analogons rates. either held or presented to be reasonable, 
must be undertaken with utmost sagacity and caution. because the 
rate cases of leading indnstrial countries. like England and 
America, demonstrate the necessity of a thorough study of the 
different aspects of the rates to be compared, and the vicious 
results that a superficial comparison of rates leads to. In all snch 
oases the value of comparison depends upon the degree of simi­
larity of circumstances and conditions attending the transportstion 
for which the rates compared are charged. Rate comparison is a 
valuable instrument when properly utilised. 'but a hazardons one 
in the hands of a novice. 

Some of the imPOrtant factors to be examined in the deter­
mination of a reasonable railroad charge may conveniently be 
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Slimmed up, the cost of service to the carrier; the value of the 
service to the shipper ,""'the transportation characteristics of the 
commodity ,""the total receipt!! under the rates in ,3uestion ; the 

'topographical conditions in the territory served ; the length of 
haul and the number of participating carriers; "the volume of the 
traffic ;'the direction of movement. of empty wagons; ~and the 
financial conditions of the carriers. 

Next, we psss on to review the criteria and standards of 
reasonableness as operating on the railwsy systems of some more 
important industrial countries with a view to find out as to how 
the problem has been tackled in this direetion. 

CRITERIA OP REASONABLENESS AS APi'~IED ON TRill 

AMERICAN RAILROADS 

In America :we find that courts and Inter-State Commerce. 
Commission have given important decisions, on the ases of 
unreasonable rates brought before them, from which evolved the 
standards of reasonableness. The principle thus established 
regulates the rates and fares charged. on the American railwsys. 
In America, judicial as well as economic, authorities are unanimous 
in their opinion that the interests of the public as well as carrier. 
need adequate protection; but in cases where it is found that 
full justice canuot be done to both the parties, the rights of the 
public have a prere~entia1 claim, Railroad Corporation is given 
rights and privileg6s and the power to construct and maintain a 
public highway for the benefit of the public in return for a just 
compensation for th~ services rendered.. 

What are the constituents of a just compensation and how 
should it be determined? The answer to this question can be 
found in the decisions of the American Supreme Court. Operat­
ing costs, depreciation and remuneration for the capital expended 
are the three constituents. A railroad is entitled to earn a 
sufficient sum annually not only to keep the value of the property 
invested unimpaired but also Some return for the capital sunk by, 
way of profit. But this problem is closely connected with the 
efficiency of managemen'. If every pnblic corporation, as a 
matter of right, was entitled to levy transport charges for its 
services as would be sufficient to defray normal profit without 
any condition as to the efficiency of its management it would eooll 

R-O 
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grow inefficient. Efficiency is the ear-mark of Pl'C!lJesS. This 
difficulty has led to complications in the railroad legislation. 
Stimulus to efficiency is indispenB;lble; profits are a sufficient 
stimulus to efficiency. They nerve the shrewd and the alert and 
weed out the ineffiaient. So the State in America, in order to 
keep the railroad authorities alert and efficient allows fair 
profits only to those corporations which are under ,efficient and 
honest management. In other words, the State so regulates the 
rates and fares charged on the railways as would yield a return on 
the capital expenditure just enough to attract necessary investment 
under honest, efficient and economical management. This brings 
to relief one most important characteristic of American railroad 
regulation. In America failure to produce fair profits on the 
capital invested in a-;ailroad corporation is not a conclusive proof 
of the "unreasonableness of the tariff in force. .. There may be 
circlimstances which would justify such a tariff; there may have 
been extravagance and a needless expenditure of money; there 
may be a waste in the management of the road; enormous salaries, 
unjust discrimination as between individual shippers resulting in 
general loss."1 

The determination of a fair return on the aggregate properly 
used for public convenience of a railroad is difficult and pre­
supposes an expert technical knowledge and unbiased judgment on 
the part of the authorities entrusted with the task. • Legislature, 
by its very nature, being fouud unqualified for the task, the Inter­
State Commerce Commission in 1922 was empowered to fix 
whatever rate it regarded fair. This action has proved beneficial, 
both to the public and the carrier, in as much as the rate regulation 
is free from the gambles of the party-politics and imparts certainty, 
an essential condition for the progress of trade and industry. 

CRITERIA Oil' REASONABLENESS AS APPLIED Ol!l BRlTIl!H' 

BAILBOADS 

In Great Britain, railways are regulated by the Railways Act 
of 1921." The object of the Act is, on the one hand, to protect the 
public against excessive charges, and unfair treatment and give It a 
share in the benefits arising from amalgamation, and, on the other 
hand, it purports to secure to the shareholders 8 reasonable 

1. Decision of tho Supmne Court, quoted br Shriniv....... p. 231. 



THEORETICAL BASIS ,OF BATES AND FARES liS 

return 9n 1;)1e capitaL In fact the Act has liberated the railway 
companies of the State control. yet the change has been little short 
of full nationalisBtion of railways. This is explained by the fact 
tbat section 20 ofthe Act establishes a Court styled the "Railway 
Rates Tribunal ". vested with wide permanent jurisdiction in 
regard to railway charges. 

The English Act fixes .. the standard revenue". a revenue 
which a company with efficient and economi!l8l working and 
management would yield. based upon the revenue of 1913,1 The 
Railway Rates Tribunal. an essentially judicial body. is made 
responsible to so fix the standard rates as would yield the standard 
revenue. In event. however. of the net revenue increasing sub­
stantially above the standard. eighty per ceq} of the surplus was 
to revert to the users of the railways in form of reduced rateS and 
fares. and the remaining twenty per cent. was to go to shareholders 
as an incentive to spur the -railway companies to economy and 
efficiency of management.· 

It is evident from the foregoing that the problem of reason­
ableness of rates has been solved in Great Britain in a charac­
teristically English manner; it is both conservative and praotical. 
Being free from the vicis&itndes of property valuation it 'provides 
adequate security for private investment. Commercial classes and 
the travelling public are equally protected. for eighty per cent. of 
the surplus earned by the railway companies. above the standard 
revenue. returns to the users of the railways in form of reduced 
rates and fares. The English method has in its favour increased 
certainty and simplicity. But on the whole. both the American 
and the English methods are admirably fitted to meet the 
growing reqnirements of advanced and democratic countries. 

CONCLUSION 

This is. in short. the problem of railway rates .• The task of 
fixing a reasonable rate is at once most delicate Rnd difficult; 
those entrusted with the task of rate-making call do no better than 
make tentative experiments. each step being a milestone in the 
progressive realisation of maximum satisfaction. We have stated 
the problem. analysed the nature of the difficulties and noted the 

1. Section 68 of the Railway Act 1921. 

II. Section 68 of the Railway Act 19111. 
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experience gathered by England and America in this direction. 
This experience, doubtless, offers a valuable aid to rates autborities 
and tribunals, but their task is no less delicate and embarrassing 
to-day than what it was a decade ago. ~e-making in adynamia 
society, presents new problems of ever increasing aomplexity. 
Categorical generalisations are impraaticable. To .repeat, there 
caunot be anyone rate said to be fair in all cases and at all times ; 
it varies in different cases and at different times. Each aase has 
to be studied separately, and both the aost and the value principles 
have to be aontinually borne in miD!! 



CHAPTER II 

COTTON 

RAW COTTON EXPORTS 

The important role of railway rates in the development of 
ciotton industry hardly. neede an emphasis. With the development 
of cotton mill industry 'in India on the one hand and the rapidly 
rising impOrts of cottQn fabrics on the other, the necessity of suitable. 
rates to foster the growth of the indigenons industry has acquired 
an added force. The scope of the stndy then falls into two broad 
divisions, raw cotton and manufactnres. 

CLASSIPICATION Ol!' COTTON IN RAILWAY TABII!'I!'S 

Raw cotton for transport by rail, has been snb. divided into cotton 
fnll-pressed,.half-pressed I!nd loose. Taking up cotton full-pressed, 
we find that in the General Classification of Goods, it is classified as 
4th. class R.R. This. however. is I\Jlbject to exceptions on different 
railwayS to suit their peculiarities of working. The B.B. & C.I. 
Railway has adopted the general classification subject to the 
restrictio~ that when cotton. fnll-pressed, is booked from certain 
stations to Bombay (B. P. T. Rly.) it is charged 2 pies per maund 
less than the ordinary rates. But. on the T.V. Railway. cotton. full­
preesed. is classified as 6th. class O.R. On the E.I. Railway general 
classification has been adopted subject'to the conditions that when 
cotton, full.preesed. is booked at O. R. from E. I. Railway stations 
and via to Howrah. it is charged 6 pies less than the 4th: claas rate. 
In the G. I. P. Railway Tariffs we find that cotton is charged 
C. schedule rate' .. C. Schedule rate is 1 pie per maund per mile. 
for any distance. exclusive of terminal and short distance charges. 
.'l:he N. W. Railway has adopted the 4th. class rate f<fto fnll.pressed 
cotton. but when booked to Karachi atO. R. 6 pies per maund less 
than the R. R. rates are charged. 

1. The Tarill' f1lD8: "·Over the G. L P. Section this rate ouperced .. the 
pnera! classification, class 4 rate... When cotton. full·p ..... d. is 
booked at· O. R. eharges will be made 0 .... the G. I. P. sec!.ion 6 pi ... 
lower per maund than at the C. acheiule rate, except where lower 
ete!.ion.to·.tation rate is quoted." 
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Cotton (raw), half-pressed is placed in 6th. class R. R. in the 
General Classification. On the B. B. & C. I. Railway it is classed 
8th. class O. R. The G. I. P. Railway charges it 9th. plass R. R. 
The E.I. and N.W. Railways have accepted the general classification 
without exception. Cotton (raw), loose, is put in the 8th. class R.R. 
in the General Classification, but B. B. & C. I. and G. I. P. Railways 
charge 9th. class R. R. In the discussion that follows we propose 
to concentrate our attention on full-pressed cotton and the railway 
freight charged thereon. 

The classification of full-pressed cotton, analysed in the pre­
ceding paragraph, was adopted in the year 1922 and has been 
continued unchanged since then. We have noted in the preceding 
paragraph that the classification of the G. I. P. Railway is higher 
than that of the other railways. This comes as an apparent surprise 
to the student of railway economics. The G. I. P. Railway was the 
first line constructed to open out the cotton tracts of the country by 
linking them with the port of Bombay, and to-day it is one of the 
premier railway lines of the country, owned and ma!IBged by the 
State. Railroad industry is subject to the laws of increasing 
returns and the lines which are larger in length and traverse over 
fertile tracts must be able to work more efficiently and economi­
cally; they must be able to provide better and more prom,pt service 
to the shippers. In this respect the G.I.P. Rai.lway has obvions 
advantages. But it is unfortunate that this line which hauls the 
greatest tonnage of cotton should charge higher rates than its 
confrere. Doubtless, for carrying cotton from C.P., Berar and 
Khandesh to Bombay. the G.I.P. Railway has to tm:verse Ghats, 
which raises the cost of haulage slightly, but it should be the aim of 
railway authorities to combat the physical difficulties, overcome 
the disadvantages by scientific improvements and efficient operation 
of the lines. The action of the Railway Board in authorising II 

higher scale of rates on this line cannot be justified. A railroad to 
be efficient ntuat be able to quote lower rates and carry maximum 
amount of traffic. Efficiency and lower rates help inter Be. 

Efficient working means the utilisation of the maximum earrying 
capacity of the plant and lower operating rates. Maximum 
utilisation of the plant and lower operating ratio help the railways 
in developing traffic and tapping new sources which further belp to 
lower the operating ratio. The G.I.P. Railway which had the 
good fortune of tapping the most fertile tracts should not have 
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slept over in lethargy, thinking that traffic will come; per contra, 
it should have tried to develop its cotton tracts. This step-motherly 
attitude ~ being more resented now that the G.I.P. is owned and 
managed by the State. It is now supposed to be worked by the 
Stste for the benefit of the country and not for profits. We shall 
therefore, proceed to examine the rates charged on cotton on this 
line and their effects on the development of the industry. It shall 
be our purpose to examine the current rates and thereafter institute 
a comparison with the post-war rates, and indicate their incidence 
on the traffic. Then we shall examine the assumption on which 
the higher maxima have been authorised and point out the 
justification for their continuance in the future or otherwise. 

Dl;PORTANOE Oli' DIFFERENT RAILWAYS AS OARRlliRS 

Oli' RAW COTTON 

Before proceeding with our discussion it would be interesting 
to study the relative importance of different railways as carriers of 
raw cotton ~ecause this would help us in our examination of 
freights charged by individual lines and their effects on the 
development of industry and trade." The atstement in appendix I 
shows the tonnage of raw cotton carried on more important 
railways and the earnings derived therefrom as well as the totsl 
traffic shipped on all the railways and the earnings thereof. This 
table is of interest to us for more than one reason. In the first 
place it precisely sums up the importance of raw cotton traffic in 
the working of our railways. The last column indicates that in 
the year 19290-30, Indian railways as a whole carried about 1'1 lakhs 
of tons of raw cotton which bronght a return of nearly 450 lakhs 
of rupees. Earnings have recorded an unprecedented increase, 
though not the tonnage. We find that in the year 1925·26 the 
total tonnage was 17·1 lakhs of tons, but the earnings were only 
4-16·3. The increase in earnings in 1929·30 is more' remarkable 
when we take into account the recent acute indnstrW, depl-ession, 
sl'nmp in prices and political discontent in the country. Secondly, 
It will be seen that as carriers of raw cottOn the G. I. P., the B. B. 
& O. I., and the N. W. Railways aTe more important because they 

. haul nearly three-fourths of the entire tonnage. In 1929·30, these, 
three railways' carried nearly 11· 4 iakhs of tons out of a total of 17 
lakhs. Thirdly, the ststement clearly demonstrates the' leading 
position of the G. I. P. Railway as a carrier of raw cotton in this 
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couutry. We shall confine our discussion on the rates charg~d by 
these three railways, only. 

RATES ON THE G. I. P. RAILWAY. 

To resume our discussion of the freights on the G. I. P. Rail­
way, we find that a number of special station-to-station rates are 
quoted for traffic to Bombay. These rates are generally lower than 
the class rates and facilitate the export of raw cotton. The prices 
which the Indian cotton grower fetches for his crop, ar.i> determined 
by world competition particnlarly because a fairly good portion 
of his crop is meant for export. Needless to say then, that the 
lower rates quoted by the railways help the agriculturist; the cost 
of transport forms part of the cost of ptoduction and has to be 
shonldered by the producer. The following are a few station-to­
station rates quoted by the G. I. P. Railway for cotton booked to 
Bombay from the stations mentioned therein :-

RatelJfor Ootton (raw),full-1JreIJ8ed,from the undermentioned 
Stations to Bombay for the year 1982. • 

m.- 8lalion. Batu·ptll' DiI-
8lal'01I. 

Bate,· fJW "'nco. maund. "'nco. .....una. 
11& .. Po 11& .. Po 

234 Knrdwodi 1 , 0 341 Khamgaon 1 12 11 
400 Ya.dgi.i 1 4 9 a86 Murtijapur 208 
443 Raiehur 1 o 5(&.R.) 441 Dbamangaon 208 
218 Ahmednagar 1 2 8 453 Pulgaon 1 15 11 
178 Nondgaon 015 , 493 Hinganghat 2 0 1 
204 gta~oon 1 1 6 353 Khandwa 1 7 0 
239 1 2 6(&.&.) 417 Rarda 1 1211 
232 Paohora 1 310 616 Jubbulpore 1 13 6 
261 Jolgaon 1 8 3 621 Bhopal 1 14 10 
296 Amaln .. 1 4 9(&.&.) 635 Ujjain 197 
276 BhU8&vol 176 839 c.wnpore 2 3 8 
363 Akola 1 14 9 763 Owalior 2 8 3 
419 Amraoti 2 1 7 838 Ag'oCU>, 2 8 3 
472 W.rdha 114 4 868 :MuUra 276 
520 Nogpu. III 6 

"Th .... ateo are at O. R. ucept where mentioned oth .. wi ... 

To take up the local rates from Chalisgaon, Dhulia, Pachora 
and Jalgaon. The rate from Chalisgaon is Re. 1-1-6 for a distance 
of 204 miles. It works out at 1 pie per maund per mile, plus 
6 pies. Similar are the rates from Pachora and Jalgaon. But 
the rate from Dhulia for a distance of 239 miles is lower. This 
is a case of undue preference, and more 80 when one recalls 
the condition of risk. Again the rates from Kagpur to Bombay 
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for a· distance of 520 miles is Rs. 1-11-5, but from Akola for 
363 miles the rate is Rs. 1-14-9. Again from Kamgaon for 341 
miles the rate is higher than that from Akola, Similarly the 
rates from Ammoti, Murtijapur, Dhamangaon, Pulgaon and Hingan­
ghat, are higher than the rates from Nagpur and Wardha. The rate 
from Nagpur works out at -633 pie per maulid per mile, inclusive of 
terminal and other charges and the rate from Wardha at • 77 pie 
per maund per mile inclusive of all other charges. Therefore, 
the riltes from Mnrtijapur, Dhamangaon; Pulgaon and Hinganghat 
deserve a little more scrutiny. From Hinganghat for 493 miles 
the rate is Rs. 2-0-1, but for a smaller distance of 386 miles from 
Murtijapur, the rate is Rs. 2-0-8. The rate from Mnrtijapur works 
out at 1 pie per maun'it· per mile plu 6 pies. It will thu bEl 
seen that the rates on the G. I. P. Railway are always higher than 
1 pie per maund per mile except where competition has forced 
down the rates. Here the competition is with B. N. Railway which 
carries cotton to Howrah. 

Mr. Ghose while studying freight on cotton was confronted 
with the same anomalies on the G. I. P. Railway in 1917' . They 
have continued unabated, so that to-day after more than 17 years 
we find the same problem before us. The problem has become 
more serious now because the rates have been increased and the 
prices per contra have Slipped to the lowest level recorded in the 
last three decades. This has increased the burden on the cultivators, 
by increasing the incidence of transport costs. The area under 
cultivation would have received a serious setback but for the 
slump in the prices of other commodities. The current prices 
scarcely give an adequate return to the CUltivators, but their 
ciroumstances in life are Buch that despite the unremunerative 
character of the crop, they are forced to grow it because the prices 
of other crops have also fallen. Even to-day, notwithstanding 
the fall in the prices cotton continues to be a most important 
commercial crop to which the poor cultivator can look with hope. 

Having studied the· prevailing rates j)D the G. I. P. Railway 
we shall now institute a compat'ison between these rates and those 
quoted by Mr. S. 0.· Ghose, and elucidate thereby the difficulties 
under which tile cultivators of cotton are working. It is, however, 
necessary to mention at this stage the ambigUity of the rates 

1. See Mr. Gh .... S. C.-"Monograph on Indian RoilwlIJ Rntes,"pp.216·1B... 

R-G 
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quoted by Mr. Ghose. He has given rates on cotton (raw) carried 
on different railways and the traffic carried on those lines from 
different stations. The tonnage given by him, as he mentions, 
is of the year 1911, but the rates quoted are, we think, 
of the year 1917, when he actually wrote the book, or that there 
have been no changes from 1911 to 1917. We think so because 
the rates on the B. B. & C. I. Railway, as referred to by him, 
are of the year 1917. This being the only book dealing with 
railway rates available to ns and the reluctance of the railway 
authorities to help US in the matter we shall accept these rates 
for comparative study whepever necessary. Some of the important 
cotton despatching stations on the G. ~ r.. Railway and the rates 
therefrom are given below:-

.Ratetl to Bombay 
Di.u.n... Station. Rat .. i,,1917. Bal •• 1,,1931. p", •• 7IIag. 

O. B. O. B. in .... as .. 
239 Dhulia 011 6 1 :I 6 6100per_" 
232 Pan.hora 0 15 1 1 3 10 31'5 
261 Jalgaon 0 14 7 1 6 3 63'0 ," 
280 Erando1 &ad 0 13 6 1 4 9 47'5 
340 Shegaon 4 11 1 12 10 33'8 
363 Akola 6 \! 1 14 9 38'1 
419 Amraoti 1 4 7 2 1 7 63'2 
47\1 Wordha 1 \I 6 1 14 4 64'1 
453 Polgaon 1 3 0 1 15 11 68'0 
341 Khamgaon 1 4 11 I 12 11 38'2 .. 
308 Malkapnr 1 3 \I 1 10 \! 36'6 
853 Khand_ 1 \! 8 1 , 0 2211 " 
620 Nagpnr 0 14 1 1 11 6 83'2 
493 Jlinganghat 1 0 \I \I 0 9804 

The above table shows the rates charged in 1917 and those 
eharged to-day, with the percentage increase in each case. On a 
review of rates in 1917 we find that the rates from the eotroD 
despatching stations in Berar were-as they still are-1'elatively 
higher than those from the despatching stations in C.P. The 
rate from Akola for 363 miles was Rs. 1-6-2 whereas from Nagpur 
for 520 miles the rate was Rs. 0-14-1 only. Similarly the rates 
from Hinganghat, Amraoti, Pulgaon, Khamgaon, were higher than 
that from Nagpur, though the distance was lower and the condition. 
of carriage were the same. The railway plea was that the lower 
rates for higher distances were necessitated by the competition 
of the B. N. Railway,which joined the G. I. P. Railwa;V atNagpur. 
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and carried tl'&f6.c to Howrah. This 'W88 aclea.r case of undue 
preference which needed a scientific and impartial enquiry by the 
Railway Commission as provided in the Railway Act of 1890; but 
the enquiry 'W88 never undertaken. Under the ostensible plea of 
competition, Indian railwaye, impervious to public opinion, have 
perpetrated many Bins of commission and omission, and the present 
case is ouly one of them. 

MR. GRoBE'S CRITICISM OF THE POLICY 

Mr. Ghose. the Special Officer with the Railway BOard, 
opined that the practioe 'W88 undesirl\ble and that it needed a 
corrective. He advoeated t;bree .alternative remedial measures:­
(i) either the B. N. RailWay should cancel its special rate from 
Nagpur., or (il) the G. I. P. 'Railway should raise its rates from 
Nagpur to the same level as those from the intermediate stations 
and lose thereby a part of its traffic, or (iii) it should at least reduoe 
the rates from all intermediate stations on the line to the level of 
the Nagpur rate. He, however, gave up his last, and the most 
important proposal on the ground that" it is doubtful whether this 
will effect any reduction in the prices of a commodity like cotton 
which fetches at the despatching stations in llerar Rs. 20 to Rs. 27 
per maund, (if there is any reduction in the price at all the loss in 
the railway freight will be more than 40 per cent) ".1 He, therefore, 
advocated the increase of rates on both the G.LP., and B. N. Railway, 
as au escape from the impasse. 

We submit that the remedy proposed was far from being effica.­
cious. Though it would be idle to deny the fluctuations in the prices 
of cotton; it cannot be accepted that the reductions in rates would 
not have been properly availed of by the producers and the 
consumers. Though the middlemen. may speculate, the producers 
and consumers proper protect themselves against the vaguries of 
market and unhealthy speculation. The marketing of cotton is 
highly organised and the big exporting firms as well as the managing 
agents of the cotton mills have their wide stretched network of 
agencies which stody' the conditions and make purchases ou the 
spot. and throUgh the help of hedge contraots eliminate the 
uncertainty of speculative fluctuations. The Japanese exporting 
firms, for instance, have a highly efficient-marketiug organisation 

I. Ghoae, S. C.-"Mollograph 011 mdiall Railway Rates", P.-Sl7. 
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and it would be unfair to deny that they do protect themselves 
- against fluctuations. Besides, the price of Indian cotton being 

deternrlned by the American quotation, the shrewd and alert 
business men hedge themselves and the trJinsport costs are- shifted 
on to the cultivator who never understands the subtle mechanism, 
though he feels the pinch. We submit, therefore, that the plea 
that "a reduction of Rs. 0-8-1 per maund will have hardly any 
effect, .. is questionable, and whatever little truth it might have had 
then, to-day it is untenable. 

In the light of the foregoing discussion if we study a little 
further the preceding table we find that there has'been an appreciable 
increase in the rates. The percentage increase as shown in the last 
column is very instrnctive. The railway authorities, in pursuance 
of the suggestions of Mr. Ghose, ha:"e raised the rates from those 
stations which enjoyed a relatively lower rate so as to place' the 
different despatching stations on the same level, apart from the 
general increase in the rates. Therefore, we fiild that the increase 
in rates from Hinganghat, Nagpur, Wardha and Amraoti has 
been 98·4, 83'2, and 64·7 per cent. respectively. Similarly, the 
rates from Dhulia, Jalgaon, Amraoti and PuIgaon have been raised 
by more than 60 per cent. Apart from these high increases we find 
that the general increase in rates has been more than 30 per cent. 
except in the rate from Khandwa which has been raised by 23·2 per 
cent. only. Thus, the rates have been increased varying from 
about 30 per cent. to 9H per cent.; they are excessive and anomalous. 

It is a relief to note that the G. I. P. Railway authorities have 
taken a more reasonable attitude, have modified their policyportrayed 
above, and in response to the public opinion reduced in 1934 the 
rates from some of the more important cotton growing centres 
to Bombay, as will be seen £rem the following table :-

DiIf<o .... S/Mion. l/aIa "... DidtJ .... Slalion. JIaIu"... 
IlIG1md. .....-. 
Bs. .. p. Bs. .. P. 

239 Dhulia 014 2 341 Khamgaon 186 
261 J&IgaoD I 2 1 386 Murtijapur 112 8 
\!96 .AmaJner 016 6 353 Khand .... 182 

(R.R.) (R.B.) 
278 lib_val I 3 II 417 Barda 188 
393 Akola I 10 4 621 Bhopal 1 810 
419 Amraoli 116 0 838 C.WDpore I 1011 
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From the foregoing table it will be seen that the railway 
authorities have indeed offered very substantial reductions and 
removed some of the anomalies referred to in the preceding pages. 
For instance, rates from Akola and Amraoti which were higher than 
that from Na.,apur, for a shorter distance, have been reduced. The 
rate from Amraoti has been reduced from Rs. 2-1-7 to Rs.1-15-o. 
But the anomalous position in some cases still subsists. The ra~ 
from Amraoti and Wardha is still higher than the rate from Nagpur. 
Again the reduction of rates from Jalgaon leaving the rates from 
Pachora unchanged has created the anomaly of higher charge for 
shorter distance. These are some of the anomalies which can be 
easily removed. 

RATES 01'1 THIll B. B. & 0. I. RAILWAY 

The B. 13. & 0. L Railway, it will be recalled, also hauls 
considerable tonnage in raw cotton, because it pesseB through some 
of the most fertile cotton growing tracts. The table given below 
shows the rates of 1917 and those in· operation in 1932. 

Rate8 on Cotton (raw) Jullrilre8sM. to Bombay. 
Rat .. in Rat .. in P"" .... tag. 
1917. 190t. in ... ..... Statiuro. 

147 Navaari 0 3 11 0 8 7 120% 
165 Surat 0 <I 6 0 9 6 111% 
174 Sanjan 0 4 9 0 10 0 110% 
196 Anklesvar 0 <I 9 0 11 2 135% 
202 Broach 6 <I 9 0 11 5 140% 
218 Palej .0 6 II .0 12 3 99% 
227 Miyangam 0 6 7 0 12 9 96% 
334 Itol. 0 6 11 0 13 1 89% 
348 Viramgam 0 8 10 1 3 0 115% 

As can be seen from the above table, the increase in rates 
has been on the average more than 100 per cent., and in some cases, 
as from Broach, the increase has been about 140 per cent. If we 
compare the rates of 1914 as quoted from some of the stations 
the percentage increase becomes still more glaring. The ra~e, for 
instance, from Navsari to Bombay in 1914 was as. 3-3 per maund 
and the rate quoted to-day is as. 8-7 per maund, an increase of 
about 164 per cent. If we work out the rate per maund per mile, 
we find that the rate from Navsari to Bombay was about ·265 pie 
in 1914, which was raised in 1916 to abou. ·32 pie. :n.e rate a~ 
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quoted at present from Navsari works out at about· 70 pie per 
maund per mile. The maximum rate authorised for the 4th. 
class is • 62 pie per maund per mile to which terminal and other 
eharges have to be added. It is clear, therefore, that the maximum 
rate is being quoted from Navsari. The rate from Broach il still 
more interesting. In 1914 the rate was as. 4-1 per maund or ·24 
pie per maund per mile. It was raised in 1916 to as. 4-6 or . 267 
pie per maund per mile and iIi 1919 to as. &-2 or ·485 pie peP 
maund per mile. The rate quoted 'at present is as. 11-5 per 
maund or ·678 pie per mile. It follOws, therefore, that the B. B. & 
C. I. Railway has raised its rates on cotton to' the maximum 
authorised limit. 

RELATIVE POSITION IN THill PRE-WAR Pl!lRIOD. 

The percentage increase in the rates over those of 1917 or 
1919 has been higher over the B. B. & C. I. Railway than that 
on the G. ,I. P. Railway. This has been due to the agreement 
betweeD, the different railways to equalise freights. As can be seen 
from the foregoing examination the rates over the B. B. & ,C. I. 
Railway were lower than the G. I. P. Railway rates. The rate from 
Pachora, for instance, was Rs. 0-15-1 for 232 miles in 1917 over 
the G. I. P. Railway; per contra the B. B. & C. I. Railway rate 
from ltola for 234 miles was Rs. 0-6-11. Thus the difference 
between the two was more than double. During and after the 
Great War, railways resorted to agreements and combination so that 
those lines which quoted low~ rates hithereto raised the level of 
their rates. The B. B. & C. I. Railway, therefore, followed the 
same policy and raised its rates twice, in 1916 and 1919. The 
changes in rates from some stations were as follows :-

SIt>Iioft. Bat .. "... Bat .. "... 
-....d. .........". 
(1914) (1919) 

11& .. p. Ba. .. po 
Broaoh . 041 082 
Ahmedabecl 091 012 7 
<lownpore 127 181 
Ambala CoatoDmelot 01510 2 I .. 
1I ..... t 109 217 
&haranpur 016 8 1 10 11 

In 1922 the rates were again increased and they continue at 
the aame level io the present .day. We have alreadl' examined the 



present rates and cannot help repeating once again that the increase 
has been very higli. Of coUrse it is diffiault toaooept that in view of 
rapid rise in prices dnring and after the war, which had substantislly 
raised the working expenses, the B. B. & C. I. Railway should, as a 
matter of justice, have enhanced ite rates to maintain ita efficiency. 
If the pre-war level of rates was a paying one, there was no reason 
why the B. B. & C. I. Railway should have raised the level of ite 
rates so high as to bring it in line with that of the G. L P. Railway. 
Albeit, this increase was not felt during the boom period when the 
prices of cOtton were soaring, bilt to-day the rates are affecting the 
cultivator adversely and need to be immediately revised. It is 
clear from the foregoing discussion that the agreemente between 
the railways in India have resulted in raising the general level 
ef mtee. 

This was the position in 1932. Now the position has radically 
efumged. The railway authorities seem to have been shaken from 
their traditional conservatism in matters of rate making by the 
severe trade depression and the consequent necessltt for bett8l' 
efficiency and economy in transport coste. Railway rates have, 
therefore, been substantially reduced as will be seen from the 
following table :-

Rate8 on Cotton ,/u1l-prBBSed to Bombay in 1986. 

DilIGno& Sial..... (~) DilI_ Sial..... (f."1:.) 
:a...p. :a.. .... 

1'7; NIIVIBri 0 7 2 218 Palej 0 8 0 
I~ Sumt 0 6 1 2zr lllyaogam 0 10 3 
196 Ank!eorwar 0 II 2 234 Itola 0 10' 8 
202 Broaoh 0 6 6:w.s Viramgam 0 6 II 

These rates, when compared with those in operation in 1932, 
bring to clear relief t1le nature of reduction offered. That the 
reduction is substantial and very helpful to raw cotton trade can 
hardly be denied, but with it there have crept in certain discrepancies 
which need be noted. The rate from. Surat when compared with 
that from Navsari. is lower for a Iong8l1 distance. Similar di!CJep­
ancy can be found when the rate from Navsari ill compared with 
that from Broach or Viramgam. This needs be removed. 

. BATES Ol'l THE l'I. W. BAILWAY 

The rates on the N. W. Railway support. tha conclDsioa we 
have arrived at. The importance of North Westwi Bai1.walJ as a 
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carrier 'of raw cotton has long been recognised because it links 
together the irrigated tracts of the Punjab where cotton of superior 
quality known as the Punjab-American is grown; but its importance 
in future, now that the most important irrigation works, known 
as the Sukkur Barrage or the Lloyd Barrage, have been constructed, 
is bound to grow. The Lloyd Barrage which is situated about 
three miles down stream from the Sukkur was opened by the 
Viceroy in January 1932, with canals, channels and distributaries 
extending over about 6,211 miles. The Barrage is estimated to 
command an irrigable area of about 7·5 million acres.1 Under 
the new scheme the total area under cott{)n crop is expected to rise 
to about 8 lakhs acres. 'rhe new area will preferably be devoted 
to the cultivation of American cotton, which is in demand by the 
local cotton mills for manufacturing yarn of high counts and is 
largely imported at present. Therefore, the freights charged by 
the N. W. Railway on the transport of raw cotton for export as well 
as local consumption will have to stand better public scrutiny in 
future. The rates, quoted at present from some important cotton 
despatching stations on the N. W. Railway to Karachi are 
given below :-

Rate on cotton ( raw) fuU-pr688ed to Karachi for 1982. 
lJi.. 

Blation. Bal .. (0. B.) Dio· BI4Iion. Bau. (0. B.) 

""'"' -863 Rohtak 
RI .... P- Ro. ... Po 
2 8 1 883 Gurdaapur 211 0 

676 MultanCity 1 13' 9 802 Jullund&r City 296 
744 Shahpur 2 6 '6 829 Hoshiarpur 21010 
635 Lyallapur Jo. , 3 6 806 Ludbiana Jo. 298 
652 Montgomery 2 1 8 843 AmbalaCity 211 7 
727 Ferozpur City , 6 7 834 Hisaar Jo. 261 
788 GUjrat 2 8 6 721 Sargodha Jo. 263 
806 Sialkot Jo. 2 9 8 663 Gojnl Jo. 2 1 9 
766 Lahore In. 2 1 0 71l Sanll"laHillJo. 2 , 9 
788 Amritoar In. 2 8 9 

It will be seen in the above table that the distance over which 
cotton has to be carried before it reaches the port of Karachi for 
export is greater as compared with that from cotton tracts on the 
G. L P. or B. B. & O. I. Railways. This obviously increases the 

1. .. The .. price of the IndUB," aptly remarked the Dir..,tor of Agriculture, 
.. has governed tho country like an absolute despot. For the lint 
time in the history of Sind the Ind ... is to be hameeeed. In future It 
will sene, not rule." 



incidence of transport costs on cotton grown in· the Punjab. The 
Bailway line is, however, not to blame fOf this because it is a 
geographical disadvantage which is being slowly overcome by 
efficient transport facilities. Railways have rendered admirable 
help in overcoming these obstacles of distance, but complete 
elimination of distance is not feasible in the near future. As for 
the freight charge, the N. W. Bailway, like other railways, permits 
a special concession of 6 pies per maund when· cotton (raw) full­
pressed is booked to Karachi, at owner's risk, as previously referred 
to. If we work out the rate from Mullan city to· Karachi for 5i6 
miles it comes to ·62 pie per maund per mile exclusive of all other 
charges. The rate from G11rjlaspur to Karachi for 833 miles is 
Rs. 2-11-0 which workS out at about· 62 pie per mile exclusive of 
all other charges. The North Wastern Railway, therefore, charges 
almost maximum rates, even for long distance traffic. This is 
undesirable. When the State lays down a maxima for certain 
class of rates, the intention of the regulating authority is that the 
actual rates charged should be lower than the maximum prescribed 
and such as the traffic can reascnably bear. The discretionary 
powers conferred upon the traffic manager are expected to be 
exercised in the interests of the commnnity; he should be guided 
by enlightened self-interest. As the prices of Indian cott~n are 
determined by the American market, and as the Indian crop has to 
compete in the international market for sale, it is incumbent upon 
the railways serving the cotton growing areas to help the producers, 
because both the parties profit inter se. Indian railways, however, 
charge maximum rates authorised by the ~vernment and if the 
maxima prescribed were removed as has been recently advocated, 
it is not improbable that the rates might record a further riSe. 
This problem has become serious to-day because of the heavy faU 
in prices. 

CURRENT RATES CO:Ml'An:t1> WlTlf 

.TBOSIlI IN 1917. 

It would 'be interesting to note at this stsge the increase lit 
rates on the N. W. Bailway during and after the War. We submU 

R-7 
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below a table of rates as quoted in 1917 and 1932, and the 
percentage increase :-
.Disl<l" ... 81<1lio .... Bal .. in 1911. RaI .. '" 1931. P,ru"tag. 

Its. .. p. Its. ... P. inef'ease. 
575 Multo.> I 0 9 I 13 9 75'1 per oent. 
HI Hyd ..... bad 0 3 7 o 5 9 60113 
786 Amritaar 6 8 2 8 9 76'1 
684 LyaUpur 3 9 2 3 5 82117 
721 Sargodha 4 9 2 5 3 79'5 
898 Saharanpur 6 5 210 0 87'32 
847 Ambala 6 I 211 7 97'35 
.802 Jullunder 610 2 9 5 81>4 
755 lahore - I 5 9 2 7 0 • 7911 
711 Saagio mll I 4 9 2 4 9 77'1 
653 Gojra I 211· 2 1 9 78>4 

The increase in rates, as can be seen from the table, has been on 
the averages about 80 per cent. No doubt this has been a very 
heavy increase. It could be justified during the boom period, but in 
normal times, not to talk of the present trade slump and catastrophic 
fall in prices, it is questionable. The maxima as prescribed by the 
Government were based in view of the then existing price level and 
the necessity for rehabilitating the railway system which was 
starved during the war. Besides, it was the upper limit to be 
.reached only in times of need and not a normal feature of the 
. policy. 

From the foregoing disCUl!Sion it follows that the rates before 
the War were lower on the B. B. & C. I. Railway 88 compared with 
the rates of the N. W. and G. I. P. Railways, but the combination 
amongst the railways after the outbreak of the War, and the rise of 
prices led to an increase in rates so that the rate level on all the 
railways was equalised. except on the G. I. P. Railway which has a 
higher maxima. The increase in rates were stabilised at a higher 
level in 1922, and continue to this day. The rates charged are 

. almost the maximum authorised. The Policy pUl'Slled needs a 
radical revision on national lines. 

The railway freight on cotton has been examined and the 
necessity of its revision stressed. We have reserved the discussion 
of rates on the cotton, both indigenous and imported. consumed by 
the cotton mills within the country. to which we shall presently 
turn our attention. The study of Indian cotton industry has for 
convenience been subdivided into two broad divisions, raw cotton 
p.nd local mill industry. But the division Is primarily one of 
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convenience· and not of any fundamental difference in character. 
The foregoing discussion has been centred mainly on the marketing 
of raw cotton in general, and in the pages that follow we shall 
study the mill industry. In this study, however, we shall 
concentrate our attention on the railway freightil'-charged to and 
from some important mill centres on their raw materials and 
finished products, and then compare the rates charged on competitive 
imports. Obviously, therefore, we shall endeavour to indicate the 
nature of rates charged on internal production as well as imports, 
and the advantage, if any, possessed by the latter over the former. 
Wherever possible, we shaH campaie the current railway rates with 
the pre-war ones and show the change. 

BOMBAY COTTON M~ 

The study of the organisation of Indian cotton mill industry 
shows the predominance of Bombay centre in the localisation of 
cotton mills, though of late the position is being seriously questioned. 
Growing importance of the island of Bombay as stronghold of 
cotton mill industry in India and the subsequent diversion to other 
internal centres is of special interest to the student of transport 
economies because it admirably explaius, inter alia, the importsnce 
of transport facilities in determining the localisation of an industry. 
Its vicinity to the port of Bombay is an asset as well as a liability, 
as we shall presently see. This liability coupled with the less 
favourable geographical position has aggravated the intensity of the 
depression. For all sorts of imports, like ;machinery, stores, 
chemicals, cotton, etc. Bombay mills have nothing to pay by 
way of railway freight; and therefore, we shall exclude 
them from our discussion. Railway~· are important on 
raw cotton carried from the internal centres of production and 
on the transport of finished goods for consumption in upcountry 
centres. As for the raw cotton we have already seen tbat both the 
G. I. P. and B. B. & C. I. Railways quote special rates to Bombay. 
This appears to be in favour of the Bombay cotton mills. 
but the advantage Is more apparent than· real. Vicinity 
to the sources of raw material and power and the market for 
the finished products are the primary considerations in 
determining the localisation of the industry. The advantage 
in respect of raw materials which Bombay cotton industry 
once possessed has been outstripped by the erection of mills in the· 
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Very' heart of the cotton growing areas like Ahmedabad, Bholapur. 
etc. . Indeed. for the same distance Bombay cotton mills pay low~ 
rates than the upcountry mills but that is true only of a part of the 
traffic. For the major share of the requirements of raw cotton 
Bombay mills have to pay higher transport charges because of the 
greater distance. Nagpur mills. for instance. when 'purchasing 
cotton from Wardha, Hinganghat and Dhamangaon pay as. 4-10. 
as. 6-7. and as. 7-2 per maund respectively by way of freight 
charge. Similarly. when Sholapur mills purchase cottou from 
neighbouring cotton growing areas like Barsi town and Pandharpur 
they pay only as. 3-0, and as. 5-4 per maund respectively. The 
Bombay mills. per contra, have to pay higher railway freight as can 
be seen from the study of rates on raw cotton. 

RATES ON PrECB-GOODS nOli BOMBAY 

We next turn to an examination of the rates charged on piece­
goods manufactured by the Bombay mills as well as the imports. 
The freights charged from Bombay to upcountry consuming markets 
are cheaper per maund per mile than those charged from the other 
mill centres in the interior of the country. A mere casuaJ glance at 
the tariffs of the G. I. P. and B. B. C. I. Railways will amply justify 
the statement. The G. I. P. Railway quotes more than a hundred 
station-to-station rates from Bombay to upcountry markets from 
which the following have been extracted:-

Miltago. Station 10. Rale_ Millage. Station 10. BtrU_ 
"",WId. .......uL 

Ra. a. p. l!& a. p. 

239 Dhulia 1 1 6 Bultanganj I 911 
261 Jalgaon 1 3 1 476 H08hangabad J 1 J 
296 Amalner 1 0' " 621 Bhopal 116 " 620 Nagpur III 10' 646 Lalitpur II 911 
417 Hard& 1 12 11 702 JhIlDlJi t 7 0-
lI64 lIam II 0' 7 755 Harpalpur II " 1 
631 1letul iii 6 II 788 Hahoha 1I 1I 4 
616, Jubbulpore 2 310' 821 Banda t 0'11 
673 1Wni 1I II " BOll Kam 1 1" 8 
734 Batna 1 16 11 868 Muttra II 711 
746 Jaitwar 1 16 3 Ne .. Delhi !JIG 3 
806 Bargarh 1 12 6 636 Agra CitJ II 8 6 
840 Naini I 16 7 839 Cawnpore II 4 I 

Howrah 1 9 9 
,Bhagalpur __ , II 1 
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This Iable brings Clut clearly the important featureS of ilie rates­
policy pll1'Slled by the G. I. P. Railway. The rates, as can be seen,· 
are anomalous and preferential. Freight from Bombay to Jalgaon 
for 261 miles is Re. 1-a-1, and to .!-malner for 296 miles it is 
Re. 1-{)--4. The higher rate for a longer distance is justified on the 
plea of alternative rate and the competition of the B. B. & C. I. 
Railway. Rate to N agpur for 520 miles is Re. 1-11-10; and to 
Itarsi for 464 miles is Rs. 2-()-7. Not only is this rate preferential, 
but it adversely affects the intereetB of the Indian mill industry by 
helping Pie penetration of imports. These rates foster and subsidise 
foreign ~mpetition to the detriment of indigenous industry. This 
anomaly, however, has now been removed by raising the rate for 
Nagpur to Rs. 2-2-11. Rates lower than the class rates, as quoted 
by the G. I. P. Railway from the port, help the imports more than 
the Bombay industry proper, because, as will be seen later, the 
cloth produced by the Bombay mille has to face the competition of 
npcountry mille in the internal centres of coneumption, whereaS 
the imported cloth is generally superior in quality and can be dee­
patched to the internal centres from the nearest port. It has been 
found by the Tariff Board that the competition of upcountry mille 
with those of Bombay has become very keen in goods of coarser 
counts of yarn and in this the former have a decided adw.ntage 
over the latter'. Hence the Bombay mille are not able to lake 
the full advantage of the lower rates. The imports, per contra, with 
the help of lower rates, penetrate in even ordinary towns and 
compete with the production of Indian mille, as can be seen from 
the preceding Iable. 

Let us explain this ststement in some delaillest we shonld be 
misunderstood. The upcountry mills manufacture piece-goods 
primarily of coarser varieties to supply the general demand of thE! 
people, albeit of late the tendency towards the production of finer 
counts is growing apace. Such mille largely cater for the demand 
of neighbouring areas of their mille and it should be noted that in 
these markets they have considerable advantsge as compared with 
the other mills. Bombay mills, therefore, have great disadvantage 
in the markets and the facilities in the form of slation·to-station 
rates which ~ey get are of little avail to them so far as the 
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marketing of coarser goods in these centres is concerned. For in­
stance, in a centre like Cawnpore, Bombay mills will obviously find 
it difficult to sell those goods which are manufactured by the 
Cawnpore mills, becanse they have to pay Rs. 2-4-2 per maund 
by way of railway freight-although it is a concession rate-whereas 
their rivals are immune from the charge. This freight concession 
is more useful only on those piece-goods which do not compete with 
the manufactures of the local mills. Thus, Bombay mills are able to 
utilise this concession only to a limited extent. But the Japanese 
aud Lancashire piece-goods utilise these freight concessions to the 
utmost, and penetrate into the internal consuming centres from the 
nearest port. Of these two, the former, with its cheap manufactures 
of coarser varieties competes most effectively with the local mills, 
while the latter with relatively high-priced fabrics of superior 
quality, escapes the railway transport costs lightly and adversely 
affects the manufactures of finer counts. Importers do not stand 
in need of these concessions in railway freight and the traffic 
would come to the railways even if the concession is withdrawn. 
Both from the railway and the public points of view, therefore, !!Dch 
freight concession should cease on the import traffic. It will be 
clear from what has been said above that since other manufacturing 
centres do not get similar freight facilities, the station-to-station 
rates quoted from the ports help to neutra1ise the effects of pro­
tective fiscal duties. The right course, it may be suggested, would 
be to charge class rates on piece-goods despatched from all port 
towns because the import traffic does not need this concession and 
would coutinue to flow in, and increase the railway receipts 
substantially. This will be unpalatable to the Bombay mill owners, 
but they should rightly seek tariff protection. This would 
enable the Indian cotton mills to enjoy the fiscal protection 
in full. 

PBE-WAR RATES OOHPARED 

We emphasise at this place the scarcity of the historical 
material on the railway rates available to us. It would have been 
interesting to know at this point the percentage increase in railway 
rates between 1913 and to-day, for that would have enabled ns to 
find out the increase in the incidence of railway freight. However, 
we quote below a few rates from Bombay to upcountry centres, as 



tlUly were stibmitted to the Tariff Board by the Bombay Millownel'li' 
Association 1 :-

_Rates from Bom6ay 
1913 1926 

To 
Percentage Peroontoge 

O.R. 11.11. 0.11. inorease 11.11. ;nor .... 
eiDoe 1916 liDOe 1913' 

B.a.a.p. Ba.a.p. Ba.a.p. Ba. .. p. 

Delhi 2 0 7 210 3 3 711 72 
Amritar 212 6 382 410 6 68 
Cawupore 1 13 1 242 215 8 62 
Luoknow 1 15 9 273 331 62 
Nagpur 1 0 1 2 11 10 212 4 61 
Howreh '211 11 1 9 9 412 3 175 
Shalimar 1 1 0 3 3 0 180 41 5 211 78 
Madrao 014 0 279 223 144 314 6 60 
l!&llgeiore 1 6 7 201 210 8 57 

It will be seen from the above table that in the pre-war years, 
the railways rarely quoted Owner's risk rates; most of the rates 
were Railway risk. This was a serious drawback of the then rates 
policy. Fortunately this defect was removed after the rates were 
stabilised in 1922, and alternative O.R. rates were also quoted. 
Theae O.R. rates, however, are generally higher than the pre-war 
R.R. rates. When we compare the rate from Bombay to Madras 
which was Re. 0-14-0 O.R. in 1913, and RI. 2-2-3 to-day, the 
increase amounts to about 144 per cent. This is indeed a great 
handicap to the indigenous mill industry. It has to be noted that 
such a high increase has been effected in spite of the alternative sea 
route available to Bombay mills. It seems that the railways did 
not quote a lower rate here because the importers have no interest 
in this rate; they directly imPort at Madras. The study of rates 
polioy fosters the belief that foreign commercial interest still 
dominate the railway policy. The increase in R.R. rates has also 
been more than 60 per cent. This was not felt in the boom period. 
But to-day when the mills are working on an irreducible minimum 
of profits the reduction in rates would be of great. help to the 
industry. The fall in the prices of cloth further strengthen the 
plea for reduction in rates. Here, it has to be remembered, that 
the price of cloth in I,ndia being determined by the imported cloth 

'the general reduction in rates would not be helpful to the Bombay 
mill industrY, because the importers would also get the same benefit. 

1. Vide, Tariff Board, 1927, Evidence Vol. If, P. 154, 
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'and the relative positioIr'would remain unaffected. Therefore. the 
reduction in rates to be helpful to Bombay mills should be ,prefer­
ential to that over the imported goods. The Bombay Millowners' 
Association urged before the Tariff Board the necessity of preferen­
tial treatment for goods of Indian Manufacture over imported 
goods. but the Board did not favour the proposal in view of the 
considerable advantage in matters of railway freight already posse­
ssed by Bombay over the upcountry mills and the insuperable 
difficulties in the application of the policy of discrimination'. The 
attitude taken up by the Board is in consonance with the accepted 
theory and practice of rate-making. Discrimination in rate-making 
is desirable. Nay. it is a cardinal feature of modern practice. 

But discrimination between one shipper and another on a basis 
purely of difference in nationals is pernicious. It is apt to create 
complications in the commercial policy. Further. from what 
follows it will be evident that Bombay cotton mills possess fairly 
good advantage over uncountry mills in respect of railway freight 
on imported raw materials and the marketing of finished products. 
This transport advantage of the Bombay mills is. however. j)eing 
gradually neutralised by the improvement in the quality of the 
output of npcountry mills. Bombay cotton mills have an 
additional handicap because their cost of production is relatively 
higher due to higher wages, rental. taxes. managing agency charges, 
etc. Complete ratioualisation of the industry. right from the 
purchase of raw cotton to the marketing of finished products is 
essential for its survival after the veil of fiscal protection is 
withdrawn. There is hardly any justification for discrimination 
in railway rates. 

AIDIEDAlIAD MILLs 
Next to Bombay Ahmedabad is the most important centre of 

'cotton mill industry in India. Being situated in the midst of the 
cotton growing tracts of Gujarat and Kathiawar. it bas a distinct 
advantage ill respect of the most important raw material, cotton. 
Besides, the cotton grown in this surrounding area is of compara­
tively snperior quality. used for spinning yarD of higher counts, 
and when mixed with Uganda, Egyptian, and American cotton it 
gives 8Xoeedingly fine results. In this respect Ahmedabad 
~ greater advantages in procuring cotton of superior quality 

1. Vide, Repor&, Para 103. 
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to any other upcountry centre. This has proved a great boon to 
the Ahmedabad cotton mills because the cost of raw material is 
the largest single item in the cost of manufacture of cotton goods1 • 

As regards the markets, the finished products of the mills can be 
conveniently distributed' in Gujarat, Kathiawar. the Punjab, the 
United Provinces, Bengal, Madras, the Central Provinces, and 
several other centres according to the seasonal demand and market 
conditions. The drawbacks, however, from which the Ahmedabad 
mills suJl'er are in respect of railway' freight on coal and stores". 
We shall, therefore, now pass on to the discussion of rai~way 
~eight. 

In our discussion of railway rates in relation to the Ahmedabad 
cotton mill induStry we propose to centre our attention on the 
rates on cotton and finished products mirlnly, and only a passing 
reference will be made to rates on other raw materials. • The 
ressons for resorting to this course are obvious. Railway freight 
on coal, which is the second most in1portant raw material, will be 
discussed in a separate chapter dealing with the development of 
ooal industry in relation to railway freights. The freight on 
mill stores will be discussed in the present chapter, but it should 
be noted that this is relatively of only secondary in1portance 
because it affects the cost of production of cotton mills to a very 
limited extent. N everilieiess, in the modern organisation of the 
industry and the keen competition which pervades the entire 
system every item of expenditure is of great concern both for the 
producer and the consumer. This is especially true of the Indian 
cotton mill industry, because they are struggling for their very 
existenoe to·day, threatened by fbreign competition. 

RATES ON RAw COTTON, 

It will be recalled that Ahmedabad mills 'are situated in the 
midst of the cotton' growing districts of Gujarat and KathiaWBI.', 
and therefore, cotton is carried from stations like Surat, Broach, 
Kadi, Viramgam, Wadhwan, etc., to the mills. In addifton, cotton 
is brOllght from the Punjab, Madras and other cotton growing dis­
tricts according to the requirements of the mills concerned. Foreign 
cotton is also in1ported to a limited extent. for manufacturing 

1. Vide, Report of tho Textile Tarilf Board. 
i, Vide the written statement of Ahmedabad Millownera' AssociaiioQ 

Tarlfl Board, Vol. II, P. 390. 

R-a 
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:yarn of higher counts. The imports of foreign cotton, 
however, have assumed greater importance since the last few 
years which shows that the tendency of the mills in Bombay and 
Ahmedabad to produce cloth of superior qnality has received a 
marked stimulus since the year 1929-30. The increase has been 
especially marked in the year 1930-31 and is attributed to the low 
level of prices and the impetus given by the nationalist movement 
to the mill industry. Ahmedabad mills have made the best use 
of this opportunity. It is clear from the foregoing facts that the 
growth of Ahmedabad mill industry is closely linked up with the 
rates quoted on cotton from different centres. 

Before proceeding further it should be noted that mills have 
"to bring cotton from differen,t centres stretched far and wide 
'within the country and also import foreign cotton because of the 
widlJ difference in the quality of cotton produced in the country 
and. its general low standard. It is hardly necessary to 
emphasise that nnlike jute, which is localised, cotton is a crop 
which is cultivated in almost all the provinces. But Indian cotton 
is mainly of short staple, excepting the Cambodian, the P1l?jab. 
American and Broach cotton. It would be of interest to note the 
character and the quality of the different varieties of cotton grown 
in India because that will indicate the standard of cloth spun in the 
mills and the consequent necessity of importing foreign cotton for 
improving the standard of our mill production. The Cambodia 
cotton creamish in colour, is silky with strong fibre. It is used 
for 28's warp and 36's weft, and is chiefly consumed in Indian 
mill& The Punjab-American is silky and bluish white and is used 
for 20's to 22's warp. This cotton is extensively purchashed by the 
Ahmedabad mills and Japan. Broach cotton is of two kinds, Broach 
common and Surti-Broach. They are both silky, clean and very 
white in colour, but whereas the former has rather big stains, the 
latter has very few. Broach is Ueed for 18's-20's weft yarn and" is 
bought by ~ ~hmedabad mills and Japan. Bombay mills use this 
cotton 0CC8S10nally. Surti-Broach is used for 20's-22's and also for 
30's warp and 40's weft. This is chiefly purchased by Ahmedabad 
and Bombay mills; it is also exported. The quality of other 
varieties will be discussed later while studying other upcountry 
mills. 

The foregoing explains the necessity of importing cotton into 
Ahmedabad from different centers within the country and of the 
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iinpor16 from foreign markets. Ahmedabad "mills concentrate 
largely in the production of higher counts '; they Specialise in 
dhoties. which are sold throughout the country. eSpecially in the 
Calcutta market. Dhoties of Ahmedabad mills are the best amongs~ 
those made in India and fetch higher prices. It is needless to mention 
that these dhoties compete successfully with the imporls. Other 
varieties of superior Cotton cloth are also manufactured and for all 
these U genda, Egyptian and American cotton is'imporled in addition 
to the Indian varieties. The railway freight on Broach-Burat 
cotton is relatively favourable because the mills are situated in the 
,vicinity o~ cotton growing tracls. The freights on other varieties 
are more important of which a few are porlrayed below :-

Rate8 per mrltmri to Ahmedabad 
From llaI. From Bal. 

Rs. a. p. Ra. a. ,. " 
Robtak 1 15 2 Gurdaopnr 2 11 11 
Ambala 2 5 5 Sialkot Jo. 2 12 11 
Hoahiarpnr "2 8 0 Montgomary 211 2 
Jullnndar City 2 6 11 Lyollpnr 2 is 0 
Lndhiano In. 2 5 0 Mulian City S 0 5 
Forozpur City 2 5 8 Guj&rat 2 12 0 
Lobor. In. 2 5 1 Gnjranwalla 2 1"0 7 
Amritoar Jo. 2 9 1 Shabpnr City 3 2 , 

The firs~ poin~ brought out by ~he above table is the relative 
high level of rates charged. While discussing the rates on raw 
cotton it has already been referred to that the increase in rates since 
the Great War has been appreciable and in 1922 when the classifica­
tion was revised the rates were fixed at a still higher level in 
consonance with the boom prices which had reached to un­
precedented heights. We further pointed out that whatever justifi­
cation "the rates might have had then. their incidence has now 
become unduly high. The ability of B commodity to bear the 
tl'ansport charge depends, inter alia, npon the market price it fetches 
and therefore the policy of charging to-day the same freight rate 
which was fixed dnring the boom period can hardly be justified 
when the price level is taken into consideration. Secondly. as can 
be seen from the preceding table. the incidence of rates charged on 
Indian industries is higher than that on the importers. It will be 
recalled that the rates on raw cotton moving to the portS is lower 
by 6 pies per maund when booked at O. R .• but the internal traffio 
is denied this" facility."" Besides; the consignments travelling over" 
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more than ,one line do not get the advantage of the telescopic 
schedule on the total distance traversed. Railways, in their rate­
making follow an individualistic policy and like to be treated as 
separate entities. This is quite clear from the rates quoted above. 
We· notice that both the raiiways charge the traffic irrespective of 
the total distance travelled. Here of course the result of this 
Indiviaualistic policy is not so serious because the rates quoted are 
not telescopic, but it has to be noted that due to this vicious policy 
both the trade in raw cott()n as well as the cotton mill industry is 
seriously handicapped. Further, the rates charged are almost the 
maximum authorised by the Government. This policy is obviously 
detrimental to the development of long distance traffic; even purely 
commercial principles are being overlooked. It may be suggested, 
therefore, that the railway authorities should quote telescopic rates 
for long distance traffic and calculate the rates on the total distance 
traversed by the consignment. Lower telescopic rates should be 
quoted on raw cotton, both for export and for international 
consumption. 

RATES ON HILL STORBS 

Alnnedabad mills have to get their s!()res from Bombay and in 
this the local mills at Bombay have a decided advantage over the 
upcountry mills, because they are practically immune from railway 
freight. The more important of the mill s!()res are machinery, 
dyes, lubricating oils, epsum salt, farina, tallow, sago flour, 
sulphide and soda. The freight charged from Bombay to 
Ahmedabad. is given below, together with the rates as quoted in the 
year 1913:-

Ratu per maund 
1913- 1931. 

Ra. .. p. Ra. .. Po 
Tallow 085 018 8 
Farina 0 8 6 o 8 1 
Epsumsalt 0 8 I o 8 9 
Machinery 086 o 8 9 
Lubricating oils o 9 a 011 • Sago Flour o 8 I 061 
Dyea o 18 4 011 8 
Soda o 610 

These rates appear to be reasonable except in the case of tallow 
• and lubricating oil where the increase has been about 58 and 32p.c. 
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respectively. It is hoped that the B. B. & C. I. Railway authorities 
will reduce the rates "in the above two cases lIB well, so lIB to 
bring them on a level equal to, if not lower than, the pre-war leveL 

The finished goods of the Ahmedabad mills are consumed in 
Gujarat, but a greater pari of the iota! output is despatched to 
important towns throughout India. As the consuming markets are 
mostly at a great cJistance from the mills the freight charged by the 
railways comes to playa very prominent part in determining the 
competitive capacity of the goods. Further, lIB the piece-goods turned 
out by the milla are generally of superior quality they have to 
stand the competition of the imported goods and the cost of railway 
transport in some cases shuts out the market totally'while in others 
it imposes a heavy tax upon the industry. This foreign competition 
8B8Umes serious forms in port towns and in markets if!. 'the vicinity 
of ports. Besides, the importers have an advantage over the ilJ.ternal 
producers in lIB much lIB they are able to despatch their goods to the 
upcountry consuming markets from the nearest port. Apart from 
the tariff barriers in the form of import duties with which "We are 
not concerned for the present the importers have an advantage in 
marketing their produce over the internal centres. This statement 
will be amply explained when we study different intertlal mill, 
centres. Besides, lower rates quoted from the ports due to railway 
and port competition act as a sort of subsidy to the imported goods • 

.. Cost of transport," informs the Secretary of Ahmedabad 
Millowners' Association, .. makes cotton manufactures of Ahmeda­
bad dear, particularly in distant markets, like Calcutta, Cawnpore, 
Delhi, Madras, Bezwada, etc. Heavy freight to be paid on coal, 
cotton, yarn and piece-goods certainly makes our articles unduly 
dear in distant markets'." The disadvantages under which the 
Ahmedabad mills suffer in respect of raw materials and marketing 
of their finished products is due partly to their location for which the 
railway policy is not much to blame. But the railway authorities 
cannot shirk the responsibility of the rates they quote. Ahmedabad, 
unlike Bombay, is so situated that it has to depend entirely upon 
the railway transport, and especially on the B. B. & C. I. Railway. 
The abaence of alternative transport facilities partly explain the 
higher level of freight charge. Following the policy of undiluted 
commercialism, Indiau railways, even when State owned and State 

1. The reply aent by the Ahmedabad Millowner.' ABBoeiatioll to' our. 
OIlquiri .... 
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managed, quote 'Very low rates at the competitive points and recoup 
their loss by raising their rates from the non-competitive centres, 
to the clear detriment of the national industries. The most obvious 
defence put forward by the railways in support of their policy is 
that they are forced to lower the normal rates at the competitive 
points in order to attract the traffic which' would otherwise have 
gone by the alternative route ,and completely l~st to the railways. 
This competitive traffic, it is contended, after meeting the supple­
mentary costs leaves a residue which is utilised in reducing the rates 
from the internal or non-competitive centres. This plea un­
doubtedly has some justification, but understood with the nature and 
characteristics of the railway industry in general and the peculiar 
development of the Indian railways in particular this argument is 
short of its apparent justification. Railroad industry is a vast 
national enterprise calculated to foster the development of the 
country by providing efficient and economic transport services to its 
nationals. If the competitive tendency inherent in the railway 
industry has been regulated in America and in England so as to give 
better service to the trade and industry of the country the nOOf!!!8ity 
is much more pressing in India where the Indian tax-payer has 
shouldered the entire cost right from their inception to the present 
day. The policy needs a corrective on national lines. 

We shall attest the truth of the preceding remarks by specifio 
instances. Ahmedabad mills send theil' goods to following 
important markets :-

Rales for Gotlon l1iece-go0d8 jrom Ahmedabad 10 :-

Bombay 
Cownpore 
Luaknow 
Labore 
Delhi 

1ltJl. (0,11-) 1ltJle (0. 11-) 
Ra. .. p. R& .. Po 
116 Agra 1132 
114 0 Mad.... 3 6 2 
2 0 11 AmritMr 2 9 2 
284 Howrah 240 
1 13 2 Nagp1U' 2 «I 10 

In Calcutta, where Ahmedabad mills send their piece-goods, 
especially dhoties. they are at a clear disadvantage as compared 
~th the huporters who can land their goods directly. Again, the 
prices of piece-goods being determined by the imports, which pay 
nothing by way of railway freight, the internal mills have to bear 
the transport costs which raises the cost of production and restricts 
their competitive capacity. Undoubtedly, to some extent, this 
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restriciion due to the cost of railway transport is unavoidable, being 
the result of geographical situation. When we analyse the rate 
quoted from Ahmedabad to Howrah we find that it is relatively 
low, because the distance to be traversed is nearly 13CO miles~ 
This low rate is 'l.uoted because of the alternative routes available 
for consignment booked to Howrah. The traffic to Howrah can be 
routed via Agra East Bank, Amalner and Naini, Ujjain and Naini, 
and Ujjain and Kanti Marwara. These three alternative routes 
have forced down the rate from Ahmedabad to Howrah which 
would otherwise have been decidedly higher. This fact has to be 
admitted when we take up another rate from Ahmedabad to 
Amritsar which is Re. 2·9·2 for a distance of 802 miles. Sea route 
via Gujarat ports and Bombay port can also be utilised for despatch. 
ing goods to Howrah. In the Madras market, Ahmedabad goods 
have a great disadvantage, because, whereas the imports can be landed 
direct.ly, they have to pay railway freight of Rs. 3-5-2 per maund. 
When, however, we take up the upcountry markets like Cawnpore, 
we find that Ahmedabad mills are better placed than their foreign 
competitors because the latter have to pay higher transport charge. 

It will be interesting to record the increase in rates on- piece­
goods from Ahmedabad to some important markets since the 
pre-war year. 

Rate8/or piece-good8/rom Ahmedabad to :-
Bat .. in 1913. BaIu in 193' I .......... I'.r •• nl. 

(0.&) (0.&) 
B& a. po Rs. .. p. 

Bombay 0 11 1 (&&) 1 1 6 61 per oent. 
(Jawnpcre 1 7 0 1 14 0 30 per cent. 
Lahore 2 1 3 2 8 4 21 per cent. 
Delhi 1 4 0 1 13 2 46 per oent. 
Agra 1 4 0 1 13 2 46 per oent. 
Amritaar 2 1 11 2 9 2 21 'per cent. 

It will be seen that the increase in some cases has been _ very 
great. The rate to Bombay on piece.goods booked from Ahmedabad 
was as. 11-1 at R.R., and to-day the rate is Rs. 1-1-5 per maund at 
O.R. The increase as shown in the above. table is further raised 
when we take into consideration the difference in· risk. It is 
hardly necessary for us to emphasise that Bombay is a very 
important market for Ahmedabad piece-goods. Further, goods 
from Ahmedabad have to face in Bombay market foreign as well 
as local mill competition, and th~refore, the freight charged is of 
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great moment to the industry in determining its competitive 
capacity. Foreign competition has forced down the prices to 
almost unremunerative level and hence it is not surprising to learn 
that the millowners in Ahmedabad are looking with grave concern 
towards the high level of freight charge which impedes their 
progress. It is sometimes argued that railway freight, even if 
red ueed, would be so slight that the selling prices would remain 
unaffected. This argument is _ unquestionable; prices being 
determined by the imports a slight reduction in rates will have no 
reflex effect on the prices and the consumers will not be able to 
take immediate advantage of the reduction. This argument is, 
however, true only over short periods; in the long run the 
community will be amply rewarded. The reduction in the rates 
will be utilised in the initial stages by the industrialists; they will 
be better able to stand the foreign competition. This will result in 
increased production and lower cost per unit and the general 
prosperity of trade and industry. The industrial competition will 
filter down the fruits to the consumers in the long run. Internal 
industries have better claim for lower rates to port towns where 
foreign competitors have their stronghold. . 

SHOLAPUR OOTTON .MILLS 

Sholapur is another important centre of cotton mill industry. 
Being sitnated in the vicinity of the cotton growing tracts, 
the mills have an advantage in respect of raw cotton and the 
nature of their production seems to have been regulated by this 
most important raw material. The Sholapur mills specialise in 
"checks" and coloured goods. Cheap labour, low rents and ample 
water supply further help the mills in lowering their cost of 
production. But notwithstanding its advantageous location, railroad 
transport plays an important part and therefore the freight charged 
needs a critical analysis. 

RATES ON RAW CoTTON 

Cotton is the principal raw material and coal and mill stores 
COme next in order of importance. As regards coal supplies the 
mills get their requirements from Iksaria and Ballarsha. We shall 
have to discuss this question in a separate chapter but it shonld 
be mentiolled here that the railways have lowered rates on coal from 
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time to time though the policy pursued has been 'too conservative 
and the reduction inadequate. Halting and half-hearted maasnres' 
ha"'e been the sine qua non. of the Indian railway policy in general. 
Apart from this. the rates on cotton booked to the mills have 
been frequently complained of. We shall. therefore. examine the 
rates on raw cotton and mill stores in the present Chapter. The 
rates on cotton (raw) full-pressed booked to ShoIapur have been as 
follows' :-

From, Bat .. Bat .. Balo. Bat&. Bat .. 
1927 1928 19~9 1980 1981-82 

JaIDa 1 i4 4 114 4 114 4 1 4 6 1 o 0 

Parb&ni ·1 15 1 1 15 1 1 15 1 0 0 1 0 

Puma 1 18 6 1 IS 6 1 IS 6 0 0 0 0 

llasmatnagar 11410 11410 11410 1 0 0 0 0 

Dharmabad 1 9 6 1 9 6 1 9 6 1 0 0 0 
Umari 1 10 10 1'10 10 1 10 10 0 0 0 0 
Sai1u 2 011 2 011 I 011 0 0 0 0 
Pandbarpur 0 6 4 
_Town o 8 o 8 0 o 8 0 0 8 0 0 8 0 
16tur o 8 0 6 8 0 o 8 0 o 8 0 0 8 0 

Nanded 1 12 1 1 12 1 112 1 1 0 0 0 
Bombay 

It will be seen that ·the Railway authorities have removed 
anomalies and reduced the rates so that the mills have now been 
pIaoed in a better position in respect of raw cotton. Thi6 action of 
the authorities is commendable. In face of these reductions 
the continuance of the rate from Bombay to ShoIapnr at 
Rs. 1-8-1 is ridiculous and it is. hoped that this will also be 
soon reduced because it violates the differential clause. The 
aforesaid reductions are due "mainly to the reductions of the N. W. 
Railway. though the G. I. P. Railway has also reduced its ehare to 
Be. 0-4-7. in case of the traffic booked to ShoIapnr via Wadi. On 
the whole. however. the Sholapnr mills have more equltable rates 
on raw cotton. 

1. We are indebted to M ... r .. Morarjee Gokuld.., the ManagiDll Ailenta 
of "the Shot.pur SpinniDil and WeaviDIi Mill .... for having supplied US 

the information. 

R-9 
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MILL STORES 

The Sholapur mills, as previously refen:ed to, get their stores 
from Bombay and the freight charged per maund is submitted 
below:-

1927 1928 1929 1930 1931-82 
Sulphide 01011 o 10 11 o 10 11 01011 01011 
Tallow o 10 11 01011 01011 o 10 11 01011 
Farina 01011 010 11 o 10 11 o 10 11 o 10 11 
Epsom salt o 15 7 o 15 7 o 10 11 o 10 11 01011 
Machinery o 10 11 o 10 11 o 10 11 o 10 11 01011 
Lubg. Oil. 010 11 01011 o 10 11 o 10 11 01011 
Sago Flour 01011 010 II 01011 o 10 11 o 10 11 
DrumsDy .. 015 7 015 7 o 15 7" 015 7 010 II 

As can be seen from the table all the different kinds of stores 
are treated on the same footing and quoted equal rates. This is 
indeed anomalous. It would be interesting to examine these rates 
in detail. The rates in 1927 show that Sulphide, Tallow, Farina, 
Machinery, Lubricating oils and Sago Flour were quoted equal 
rates of Rs. 0-10-11 per maund, while dyes and Epsom Salt were 
charged higher rate of Rs. 0-15-7. To class dyes and Epso~ salt 
together is anomalous. Besides the policy of charging higher rates 
on Epsom salt than on Tallow is questionable. The difference in 
value of dyes and Epsom salt is considerable and therefore, the 
rates charged should differ. In short, it is necessary that the rates 
should be revised. 

RATES TO AHMEDABAD AND SHOLAPUB COMPABED 

Further, the rates are absolutely high. This will be evident 
when we compare the ratel' charged on different varieties of mill 
stores from Bombay to Sholapnr on the G. I. P. Railway and from 
Bombay to Ahmedabad on the .B. B. & C. I. Railway. 

14luspef'maund 
T.SIu>lapw T • ..tAoudcd>ad 
(288 1Ui1eo.) (808 miIeo.) 

Ba. .. P. Ba. .. P. 
Tallo ... 01011 013 a 
FariJIa o 10 II 0 6 
Epsom 001$ 01011 081 
Machiuery 01011 o 8 I 
I..bg.oilB o 10 II 012 S 
Sago Flour 01011 o 8 1 
Dy .. o 10 11 012 8 



COTTON 67 

It is clear from the above table that the rates on the G. I. P. 
Railway for certain articles are higher than on the B. B. & O. I. 
Railway even though the distance to be traversed is less. We have 
already seen that the B. B. & O. I. Railway has raised the rates on 
tallow and lubricating oil oonsiderably over the pre-war level 
and that they should be reduced. Excepting on a few articles, the 
G. I. P. Railway is charging very high rates. Farina, for instance, 
is charged Rs. 0-6-1 in wagon loads on the B. B. & O. I. Railway 
whereas the G. I. P. Railway charges for lower distance Rs. 
0-10-11. Similar is the case with Sago Flour. Undoubtedly the 
G. I. P. has to carry .the traffic over the Ghats, but this does not 
justify such a differenCe and the rates need to be reduced especially 
on Farina, Epsom salt, Machinery and Sago Flour. The Sholapur 
mills are therefore at a relative dieadvantage in respect of mill 
stores supplies, not only in relation to Bombay but also with 
Ahmedabad. 

RATES ON PIECE-GOODS FROM SHOLAPUlI 

Sholapur miUs seud their finished goods, among others, to 
the foUov.ing important centres :-

Diota,.. .. N,.". •• /O.nlr .. Rat. 1'''' maund. 
Ba. .. po 

283 Bombay 1 8 1 
1,323 OaIoutta 8 1 1 
1,058 Delhi 3 1 0 
1,M3 AmritAr 815 7 

941 CaWDpor~ ;. 3 8 6 
384 Agr. 3 8 4 

Besides these, Sholapur mills send their goods to other markets 
like BangaIore, Madras, Poona, LatlU', Pandharpur, Ajmer, etc. In 
Madras, Sholap1ll' cloth has to oompete not merely with the 
imported cloth but also with local produce. In this market 
Sholapur mills cannot sell certain varieties of piece-goods with 
profit because of the transport oosts. This is indeed unavoidable. 
Local mills at Madras also specialise in .. Checks" and similar 
varieties and therefore, it is but natural that they should have 
advantage in local market against the distant competitors. In fact 
the oompetitipn between the Madras and Sholapur miUs and the 
foreign imports has increased considerably and the cost of transport 
is attracting greater attention of the industrialists. 
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Sholapur mills sell their finished goods f. o. r. Sholapur, and 
therefore, the' railway freight has to be paid by the selling agents. 
This selling arrangement has given rise to certain misgivings about 
the freight position. The Railway authorities have frequently 
waved the claim for reduction in rates on the plea that Sholapur 
mills, because of the several advantages they possess, are able to 
produce goods cheaply and they sell their goods f. o. r. mill site. 
The selling agents or the middlemen can afford to bear higher 
freight. 1 TIlls is a very popular fallacy, and one wonders to see 
this fallacious reasoning being advanced by the railway authorities. 
They argue that the mills at Sholapur sell cloth f. o. r. Sholapur. 
the middleman can afford to buy at Sholapur, rail to Bombay at 
our' 0' schedule and sell in Bombay cheaper, weight for weight, 
than cloth made in Bombay. Since that is the case, it is apparent 
that our ',0 ' schedule is not greater than the traffic can bear. In the 
first place, the Sholapur mills compete in Bombay market not merely 
with the local produce but primarily with the foreign imports. 
Granting that the cost of production of the Sholapur mills is lower 
thau that of the Bombay mills it is no function of the railrol\d to 
expropriate the business profits by raising the rates charged. We 
have already seen that the '0' schedule rates, which the G. I. P. 
Railway charges on piece-goods booked from the internal centres of 
production, are relatively unfair when compared with the lower rates 
cfu.rged from the port town. To an industrialist relative level of 
rates is of greater concern than the absolute one and more so when 
the competitor is stronger. The policy of charging higher rates 
from Sholapur than from Bombay can scarcely have any justifica­
tion. The defence of higher transport charge on the plea of lower 
cost of production of the industry is obviously one of taxation. If 
the Sholapur mills produce at a lower cost they will sell at a lower 
price due to industrial competition and the benefit will go to the 
community. This will result in increased demand for piece-goods, 
especially for Sholapur production, and the mills Will be able to 
lower their cost per unit by adding to their output. This will 
benefit the railways as well, because they will be able to get better 
aggregate profits by carrying greater traffic at a lower cost per unit. 

We shall now discuss the railway freight on yarn and piece­
goods booked from Sholapur to Delhi and Amritsar, the two most 

1. Vide, Case No. XVI, Pleading, P. 6. 
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Important upenuntry markets. The Sholapur mills specialise in 
the production of certain cloth well suited to the needs of Northern 
India, but the freight charge was unduly high. Therefore, the 
Amritsar and Delhi cloth mercbants in conjunction with the 
Sholapur mills made a representation to the Railway Rates 
Advisory Committee against the unreasonableness of rates. The 
complaint in both the cases1 was that the ~ilway freight on yarn 
and piece-goods despatched from Sholapur to Delhi and Amritsar 
was heavier relatively to distance tban the freight from Bombay 
and Madras and that undue preference was being shown 
thereby to Bombay and Madras against Sholapur, causing prejudice 
to the cotton mills in Sholapur and to the cloth merchants of Delhi 
and Amritsar dealing in Sholapur goods. The prevailing 
rates were :-

F""" To Diot"".. Rato"o. maund. 
(miles) R& •• p-

Sholapur Amritaar 4,346 4· 6 2 
Bombay 1.245 3 8 2 
Modroa 1,857 4 4 8 
Sholapur Delhi 1,058 4 0 7 
Bombay 957 2 10 _8 
Modr.. 1,568 4. 0 0 

The applicants contended that high railway freight charged 
from Sholapur restricted the sales in competitive markets becanse 
there is no material difference in price quotations of various mills, 
t. o. r. mill site. Besides. from their business experience they 
found that the consumers in Northern India preferred to purchase 
the goods of Sholapur mills when the prices of similar competing 
goods were equal. Because of the higher freight from Sho!apur, 
cloth merchants in the upcountry markets were forced to make 
their purchases at Bombay. 

The G. I. P. Railway contended, per contra, that they were 
charging maximum rates except when forced by competition. 
They said that there are competitive routes from all the three 
centres-Madras, Bombay and Sholapur-to Amritsar and Delhi, 
aud therefore the rates were adjusted accordingly. Lower rates 
were quoted because of the alternstive sea-cum-rail route and 
neutralised the geographical advantage of Sholapur being near .the 
market. . They further argued that the reduced rates from Madras 

1. Vid., C ... No. XIV and·.XVr. 
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arid Bo:inbay were keeping down the rates from Sholapur. If 
these were not quoted, traffic would pass by alternative routes with 
the result that the standing cost of the railway would have to be 
borne by fewer items of traffic. To the extent, therefore, that the 
rates from Bombay and Madras, after paying the out-of-pocket 
expenses of carrying the traffic,leave something to contribute towards 
the standing costs, tend to keep the rate from Sholapur at a lower 
level than' it would be if no attempt was m8de to attract the 
competitive traffic' : As regards the effect of prevailing rates on 
traffic booked from Sholapur, the railway argued that considering 
the size of the industry in Sholapur as compared with that In 
Bombay, the traffic is moving in reasonable quabtities from Sholapur 
at the existing rates. Besides, thIl difference in freight from Sholapur 
to Amritsar, and Bombay to Amritsar amounted only to 2 pies per 
maund, which could have no effect upon the selling price in 
Amritsar. For the reasons aforesaid, the G. I. P. Railway contended 
that the existing rates were reasonable and that any further 
reduction would constitute undue preference". 

The Rates Advisory Committee examined the case and made 
recommendations in favour of reductions. But before reviewing 
the Report of the Committee we propose to examine the proceedings 
which are full of valuable information. It was brought out that 
the earnings per ton derived by the G. I. P. Railway from the 
tonnage in piece-goods carried were higher in tho case of Indian 
goods than on the European or imported goods. The statistics 
quoted were" :-

Earnings per ton on pie(;e-gooda. 
r..... Ieuropta" Intli,.,. 

(B& per ton.) (B& per too.) 
1919-20 17 30 
1920-21 16 31 
1921-22 Z1 33 
1922-23 29 40 

These figures clearly indicate that imported traffic is being 
subsidised at the oost of indigenous traffic. These disparities in 
the earnings from the two varieties, imported and indigenous, are 
due, inter alia, to higher rates charged on the latter, due to the 

1. The Agent, G. I. P. Railwa:v, Case No. XIV, P1.adings, P. 14. 
i. The Asent, G. L P. Railwa7, Case No. XIV, Ploadinga, P. 7. 
3. Proceedings, C ... No. XIV and XVI, P. M. 
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impervious railway policy. On the solemn plea of port and inter­
railway competition the Indian 'railways have kept rates at port 
towns like Bombay, Calcutta, MadraS and Karachi lower, just 
enough to cover their suplementary costs and leave a reSidual 
share to meet the fixed costs, whereas the internal traffic has 
to bear not only its share of the total costs but also of the total 
traffic. Thus the internal traffic has to ·maintainthe railway system 
and the imported-traffic reaps the advantage by paying a little over 
its out-of-pocket expenses. The practice of attracting extra traffic 
at costs just a little above its supplementary costs is permitted and 
prevalent in railroad operation, but this is tule only to the extent 
of utilising the unused capacity of the plant which would 
otherwise run to waste. This, 'however, camiot and does not 
hold good of the imported trafJ1c which pours in from every 
port of India in considerable bulk.' The inter-railwa}" compe­
tition, especially when most of the raiiways serving' the major 
ports are both State-owned and State-managed, is highly pernicious 
and suicidal to Indian trade and industry. A co-ordinated trans­
port policy, embracing all the varied transport agencies, is the 
proper remedy. 

The Committee found that as a matter of fact the G. t. P. Rail­
way rates from Bombayand Madras to Delhi and Amritsar were more 
favourable than those from Sholapnr to those places." The rate 
per maund from Sholapnr to Delhi for traffic booke4 to Amritsar 
was Rs. 3-6-6 whereas for Delhi proper it was Rs. 4-7-{l, For the 
same market when goods were booked from Bombay the rate 
charged was Rs. 2-9-3, whereas Sholapnr manufactures paid Rs. 
4-{)-7. Thus, apart from other advantages the Sholapnr mills were 
handicapped to the extent of 57% as against their Bombay compe­
titors. It was shown that as a resnlt of the present rates policy 
coarser goods were charged a higher rate than the finer goods. 
This is attributed to the fact that railways do not distinguish 
between the two and charge according to weight. 

I, .. Tho whole piece-goods tram. of India in 1926·27 .... 8678 million ".rda of which a li~tJe over 1788 yards were imported whethar it. be 
to Calcutta, Karachi or Bombay, be .. UIe thare is """,petition bet_ 
these th~ places." - ~ • 
Vide, Remarks of the President, P. 61, , 

I. Remark. of the Pnsident, 'Proceeding .. ' P. 51. 
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The Committee held that • Sholapur was being prejudicially 
affected.' , After a careful scrutiny of the evidence before them 
they remarked "every thing, therefore, points in equity to the 
reduction of the rates from Sholapur so as to place them relatively 
as near as reasonably p~ssible on the same basis as Bombay ... • The 
Committee, therefore, recommended that the rates for piece-goods 
from Sholapur w'Delhi should be reduced from Rs. 4-{)-7 to Rs. 
3-1-0 per maund and from Sholapur to Amritsar from Rs. 4-5-1 
to Re. 3-15-7' per maund, the reductions in the latter case being 
confined to G. I. P. Railway'S proportion only. The Government 
of India accepted the recommendation as an experimental measure 
and the G. I. P. Railway accordingly reduced the rates as aforesaid 
from 1st February 1930. . 

The recommendation of the Committee, however, does not go 
very fal.". It is at best, to put in the Committee's own words, .. a 
proposal which gives the same relative position which Bombay and 
Sholapur occupy before the introduction of the increases in the rates 
which were necessitated by the increased expenditure during the 
War."· It is essentially a compromise and the inequality in rates 
though reduced still persists. . 

THE NAGPUR COTTON MILLs 

We next turn to the study of the railway freight paid by 
cotton mills in Nagpur. It need not be emphasised here that 
Nagpur is an important centre of cotton industry and the Empress 
Milia are one of the best equipped mills of this country. Started 
by the late Mr. J. N. Tata in 1887 the Empress Mill of Nagpur 
has recorded steady progress and to-day i' represents the cotton 
industry of Nagpur. In efficiency it sets a standard to most 
upcountry centres. If one compared the cotton mills of Cawnpore 
to the Empress Mill of Nagpur one would notice a great difference 
between the two. Expert visitors both foreign and Indian have 
spoken in high terms about the Etnpreas Mill. It can stand 
comparison with the best mills of Bombay. Therefore the railway 
transport costs of this Mill will be a good indication of the effects 
of railway rates on the development of cotton mills in generaL . 

I. Vide, Report of the Rates Ad visory Committes, P. 6. 
2. Supra. P. 7. . 
3. Vide, Report of the R.te Advisol7 Committee, P. 8. 
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R~TES ON RAw COTTON 

It will be recalled :that cotton is grown in the vicinity 
of the ypills but due to the differen~ i; the quality of 
di~erent varieties grown and their general low staple cotton is 
brought from distant centres as well. Oomras is purcbasen from 
Berar. and Broach and Surn-Broach from Su.t and Navsari. 
Mughlai from Umri. Comptah and Dharwar from Gadag and Hubli. 
Cambodia from Tiruppur. Punjab-Americau from ftle elations in 
the Punjab. and Uganda and Egyption cotton is imported via 
Bombay port. Thus Nagpur mills use both long-staple and short­
staple cotton and the advantage in respect of raw cotton over the 
Bombay mills is not So great as is popularly made out. It is neces­
sary to clear our position on this point which is often exploited by 
the foreign interest as well as the impervious railway authorities 
who exaggerate the geographical advantage of the mills of being 
in the vicinity of cotton tracts. Whereas it would be idle to deny 
that the mills at Nagpur get certain varieties of raw ~otton in the 
areas close by. at the same time it should not be overlooked that 
to meet their total requirements cotton from distant areas has to be . 
brougbt. and as the cotton prices are determined by the Bombay 
quotation. wherever transport charge higher than that to the 
nearest port has to be incurred the difference clearly falls on the 
manufacturer and to that extent puts the Nagpur manufacturer at 
a relative disadvantage. Besides. upcountry mills have to purchase 
the variety of cotton they need during the season and stock the 
material. This is a clear disadvantage because not merely is the 
capital locked up but the mills are unable to hedge themselves 
against the fluctustions'n prices. 

It will. therefore. be clear that the advantage In respect of 
supplies of raw cotton is neutralised. We put in appendix II to 
the chapter a statement of the freight on cotton full-pressed per 
maund as charged in 1914 anei to.day"· 

In the table we have not. included several stations in the 
Punjab as the rates of freight prevailing in 1913-14 for those 
stations are not. available to us. However. the stations already 
included in the statement will give us a clear idea of the freight paid 

1. For dat .. of lOwing and pi.kinS cotton see Pearse, A. S. .. The Cotton 
IndnetrJ of India," p. 46. 

11.-10 
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by the Nagpur Mills for their raw cotton supplies. It will be seen 
that even from the stations which are in the vicinity of Nagpur, 
like Wardha, Hinganghat, Dhamangaon, Warora and Amraoti, the 
rates in the post-war period have been heavily raised, the percen­
tage of increase varying from 50 to 76. While discussing the rates 
on raw cotton, i,t will be recalled, we noticed the anomalies in 
rating in the pre-war period which were removed by raising rates 
from all those stations where formerly they were lower. This was 
indeed favourable to the railway authorities and in consonance with 
the prevalent policy which has been to earn maximum profit 
with minimum of traffic. The cultivator of cotton bas been 
adversely affected because while the prices of cotton have recorded 
a steep decline the cost of transport has continued at the pitch 
fixed during the boom. The cotton mill industry has also been 
adversely affected because of heavy cost of transport, both of raw 
cotton and finished goods. The increase of 75 per cent. is indeed 
very heavy • view of the preVailing prices and puts the indigenous 
mill industry at a serious disadvantage in competition with the 
foreign importers. . 

The increase in freight for other varities of cotton has been 
still higher as will be seen from the preceding statement. Snrti­
Broach cotton is brought from Gnjarat during the picking season, 
and the freight on it from Surat and N avasari stations which was 
Re. 1-0-0 and Re.I-I-5 in 1914 is Rs. 2-4-5 and Rs. 2-5-0 per mannd 
respectively in 1932, the increase of 129 and 111 per cent. For 
M ughlai cotton brought from U mri (via BaIlarBha) the freight is 
raised from RB. 1-7-9 to Rs.1-15-10, an increase of about 62 per cent. 
This increase becomes so glaring when we I"ecollect that the rate 
charged in 1914 was for distance of 602 miles via Manmad, the old 
route. Now, the shorter route via Ballarsha, which has reduced the 
distance from 602 miles to 503 miles is being used and still the rate 
charged is higher by 62 per cent. The Gadag and H ubli rate has 
been raised still higher in spite of the reduction in mileage to be 

- traversed. From Gadag (via Hotgi and Manmad) the freight 
charged was Hs. 2-2-4 for 904 miles in 1914, and to-day via 
Ballarsha for 580 miles the freight charged is Rs. 3-1-1, an increase 
of about 91 per cent. for the distance lower by about 40 per cent. 
Similarly, from Hubli for 946 miles (via Hotgi and Manmad) the 
rate in 1914 was Rs. 1-9-7 and to-day for 616 miles the rate is 
Rs. 3-2-11, an increase of about 209 per cent. The rate from 
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Tirrupur. from where Cambodia cotton is brought. was Rs.1-15-11 
in 1914 for 1261 miles (via Ja1arpet and Raichur,), 'and now the 
rate has been raised to Re. 3-9-1 for 915 mile/\. (via JaJarpet and 
Ballarsha). an increase of about 153 per cent. notwithstanding the 
lower distance over which the tonnage has to be hauled. Thus, not 
only is the indigenous industry deprived of the advantage of the 
shorter route in form of lower rate but the rates' have been raised 
to a very high pitch. 

Cotton is the most important· raw material of the mills and 
the heavy freight charge levied by the railways is vitally affecting 
the textile industry. Reduced demand for cloth due to industrial 
depression, growing. unemployment and catastrophic fall in the 
prices of agricultural produce which has seriously impaired the 
purchasing power of the agricultural class, and the fall pari passu 
in the cotton prices press the necessity for the reduction in railway 
freight lest the indigenous industry should get devitalised. if not 
actually suocumbed. under the pressure of the aforesaid circumstances. 
The incidence of railway freight on raw cotton has nearly doubled 
as can be seen from the table submitted below,-

Relalive cost oj cotton laid down at Nagpur 

(per 392 lbs.) 

191B-H 1980-81. 

0 •• 1. F •• i9M Prop .. • O •• t. Freigbt. 
lioft. 

Umri 150 7 2 "8p, 0. 118 0 
Hubii 158 ;110 0 6 .150 15 8 0 
Navaari 164 6 8 0 8-2 u 171 11 0 0 
HiDgaughat 186 1 0 -9 .. 196 1 16 0 
DhOllWlgaoD 1QS 7 0 -9 .. 113 II J 0 

P1"Opor-
tion. 

8 P. c. 
10 u 

6'4 .. 
1'5 .. 

II 

The increase in the incidence of freight is clear from the 
columus 4. and 7 and needs no emphasis. A substantial reduction in 
railway freight is necessary. Btl'ong protests have been raised, 
first by the Indian Central Cotton Committee and subsequently by 
the various members in the Legislative Assembly and the CounCils, 
against the unduly high rates and it is very unfortunate that the 
reduction has been delayed so long even though most of the 
important railways are owned and managed by the State. -



76 RAILWAY BATRS ABD FARES 

RATES ON MILL STORES 

Mill stores consumed by the N agpur Mills are purchased from 
Bombay and the railway freight for a pre-war and the current 
year 1932 works out as follows :-

Rates per maund from Bombay 
c.wr.,., Pre· W .... 
Rate. Rat •• 

0011lmo<lil,l, 

n.. a. p. 11& .. Po 
Machinery 1 8 2 1 5 7 11 
Stationery 2 6 OilS 9 24 
Dy .. (Aniline'" Alizarine) 1 11 10} 1 2 9 48 

.. (Indauthrine) 1 3 2 2 
Epsom Salt 1 3 2 0 16 3 19 
Magnesium Chloride 1 8 2 0 15 8 19 
Aoid, Sulphurio 2 6 0 0 15 8 101 

" Hydroohloric 3 1 , 2 12 2 26 
China Olay 1 1 6 0 16 8 11 
Oil 0 12 1 0 11 0 10 
Farina 1 11 10 0 16 3 62 
Gr.... 1 S 2 0 15 8 19 
Leather Belting 2 5 0 1 13 9 24 
Paoking Paper 1 1 2 0 14 9 30 
Straw Boards 1 1 6 0 15 3 11 
Aobeotoa Sheet... 1 11 10 1 6 1 29 

It will be seen that the rates on certain commodities have been 
raised to a level which can hardly be justified. Thus. for instance. 
the rate on sulphuric acid was raised from Rs. 0-15-3. to Rs. 2-5-0. 
Similar is the case with rates on grease. In the case of other 
articles the rates do not seem to be excessive. But when these 
rates are compared with those charged to Ahmedabad and 
Cawnpore the incidence appears to be rather heavy. 

RATES ON PIECB-GOODS: PaB-WAR 
From raw cotton we next pass on to the study of freight on 

yarn and piece-goods. Railway rates as charged in 19l!l from 
Nagpur to some consuming markets are given below:-

Freight to variou8 centres from Nagpur 

Mii«Jg& ~ !::r. Mi/eag.. IJ::::::. -!::: 
49 

114 
168 
188 
196 
222 
267 
269 
620 

W&rdha 
Amraot.i 
Akola 
Raipur 
Nandura 
Howbagh 
Bilaspur 
Jrugaon 
Wadi BUJldar 

n.. a. p. Rs. a. P-
o 3 9 653 Poona 1 1 l1-O.1L 
o 7 10 681 Pnra!ia 1 1 6 .. 
o 10 6 689 Chaknlia 0 14 0 .. 
o 6 70.1L 692 Buxar 1 16 9 .. 
o 13 1 639 BaDknra 1 3 1 .. 
o T 90.1L 639 Midnapur 0 16 I .. 
o 6 8.. 701 Shalim&r 0 11 8 .. 
1 1 3 814 Cutteck 0 11 3 .. 
o 11 SO.B. 
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PREFERENTIAL RATES. 

In the selection of the above rates the primary' object is to 
demonstrate the disparity in the quotations of freight to different 
stations. It should be mentioned at the outset that whereas to 
certain stations rates at owner's risk were quoted others were 
denied that facility, which helped to accentuate the disparity be­
tween the rates quoted to different consuming markets. For in­
stance, whereas to Akola for iS8 miles the rate was Rs. 0-10-6, to 
Raipur for 188 miles Rs. 0-6-7 and to Nandnra for 196 miles 
Re. 0-13-1 were charged. The consumers at Raipur had advantage 
over these at either Akola or Nandnra.. Again the rate to 
Howbagh for 222 miles was Rs. 0-7-9 a';d to Bilaspur for 257 
miles Re. 0-6-8; both being at owner's risk. Here the rate was 
preferential in favour of Bilaspur. Further, to Wadi Bnndar for 
520 miles the freight was Rs. 0-11-8, to Poona for 553 miles 
Rs.1-1-11 and to Pnralia .for 581 miles Rs. 1-1-5. A higher 
charge was made for a lower distance. This is not all. Whereas 
the rate to Cuttack for 814 miles was Rs. 0-11-3, to Shalimar for 
701 miles it was Rs. 0-11-8, and to Wadi Bundar for 520 miles 
Re. 0-11-8. Instances of preferential 1'ates can be mnltiplied; 
rate-making then was replete with anomalies. These anomalies 
have now been reduced, as we shall presently see, by raising the 
rates from those stations where they were low. 

INCRIIIASE IN RATES AND THlil INCIDENOIII ON TRAFPIO 

It will be seen from the statement appended to this chapter 
that the increase in rates to some stations has been appreciably 
greater than to other stations and the reason is not far to seek; 
rates have been equalised. The general level of rates has risen 
though preferential rates have been eliminated. Thus, the rates to 
Bilaspur, Wadi Bnndar, Sholapur, Midnapur, Madras, Shalimar 
and Cnttack have been doubled in some cases and trebled In others. 
This high increase in freights has restricted the markets of 
indigenous mills. Besides, the anomalies in rating still persist. 
Whereas to Wadi Bundar, where ghats have to be traversed, the 
freight is Rs. 1-11-10 for 520 miles, to Sholapur for 553 miles 
the rate charged is Rs. 2-11-8. The traffic to Sholapur is therefore 
blocked. Here, too, it shonld be noted that the rate to Wadi 
Bundar is kept at Rs. 1-11-10, though it has been raised 
by about 137 per cent. over the pre-war level, to meet the 
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port competition, lelt the traffic in raw catton shonld get 
diverted to Howrah. Again, the freight to Poona for 553 miles is 
Re. 1-14-7, and to Indore for 384 miles Re. 1-14-1; the difference 
between the two being only of 6 pies whereas the distance is 
greater by 169 miles. Internal centres have to pay higher rates 
than those near the port. Further, rates on the G. I. P. Railway 
are uuduly high; for instance, to Shalimar' for 701 miles freight 
is Re. 1-14-4 and to Madras for 682 miles it is Rs. 2-6-9, though 
there are no ghata to be croBBed. In short, the reduction in 
rates -is urgently needed so as to help the expansion of local 
mills. 

It sho'U.J.d be mentiO"ned at this stage that internal mills are 
seriously handicapped in standing the competition of imported 
piece-goods at the port towns due to high railway freight and the 
longer !liStance over which the goods have to be hauled before they 
reach the port markets. On the contrary, the penetration of imports 
is fostered by quoting numeroUS station-to-station rates from the 
ports to internal markets, so that the local mills find the importer 
.a formidable competitor even in these markets'. This baneful 
stimulation is the offspring, partly of the inter-railway 'and 
port.-to-pOl't competition and partly of the deliberate railway 
policy of fostering the inroad of imports in the interior so as to 
neutralise the effect of protective tariff. We quote below a few 
from the large number of relatively favourable rates quoted for 
traffic from Bombay which help to swell the imports of foreign 
goods to the detriment of local mills :-

Mileage 8puiGl Ordi1lM1l 
O. B. rate O. B. rat .. 
lie. .. po lie. .. po 

416 Hoahangabad 2 1 I I 8 8 
621 Bhopal 1 16' I 10 10 
858 Khandwa 7 1 13 11 
631 Betul 2 6 I 11 • 
102 JhaDsi 270840 
868 Muttra 2 7 11 B n 8 

These reduced station-to-station rates quoted from ports to the 
internal centres speak for themselves. It may be said that the 

I. n should b. Doted that DamerallB ototion-Io-atatiou rates .... quoted 
, from the port toWDB, but from the internal oottou mill centree ItICh 

faciliti .. are eoneiderably reetricted.. Therefore, the loeaJ milll .re 
placed at. serione disadvantage in competition with the importer. 
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traffic from ports is quoted special rates because the distance is 
great and the traffic would not come but for that rate, which is 
undoubtedly a paying rate, and helps to extend the markets of 
Bombay mill industry. That long, distance traffic deserves 
encouragement in form of reduced rates can hardly be denied. 
But what needs emphasis is that similar reduced station-to-station 
rates ought to be quoted from the internal mill centres to important 
consuming markets, and in calculating the rates total ,distance 
traversed, irrespective of the different lines, ought to be taken 
into account. 

THill CA WNPORE COTTOlil MILLs 

Let us now examine the location of Cawnpore cotton mills 
in relation to railway freight. In the preceding section reference 
has often been made that Cawnpore possesses considerable 
advantage in respect of railway freight in comparison with the 
Bombay cotton mills, and 'therefore, in what follows we shall 
critically analyse the railway transport problem as affecting 
the Cawnpore mills and endeavour to locate the comparative 
advantage, in respect of different articles, either raw materials or 
finished products. 

RATIIIS ON RAW COTTON 

The Cawnpore cotton mills manufacture piece-goods primarily 
of coarser varieties and therefore the new cott()n they consume 
is of medium qnality. Hence, their supply of raw cotton 
is drawn mainly from the Central Provinces and the cotton 
growing tracts in the Deccan. The railway freight they have to 
pay works out 8S follows ,-

Mil... SIaIiofI Bale. Mil ... Station Bat .. 
from. :R& ... p. Irom. B.s. a. p. 

69' Molkapur 2 811 676 Amraotl 9 6 8 
627 KhamgaOIl 2 6 8 GU Dhamangaoll B 10 
826 Shegaon 6 8 811 Wordha 8 
6i9 Akola 8 " 632 Rillgonghat B 8 
870 Dhulia 8 S 866 Waror. 6 
61B AmaIn •• 2 III 686 Chond. 2 o 6 
670 Badnera 9 8 S a61 Nagpur 11211 
iBB Ujjain 7 6 889 Bombay 2 , 1 

The rates' portrayed in the preceding section when compared 
with those- charged from, other centres adverted to above. 
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reveal the relative advantage or otherwise possessed by the 
Cawnpore mills in respect of their most important primary raw 
material. From the standpoint of railway transport costs, Nagpur 
mills are most advantageously located, so far as the aforesaid 
cotton growing tracts are concerned. The price of cotton being 
regulated bY' ~ombay quotation, the Nagpur mills save a large part 
of the railway transport cost frOll:J. the producing tracts to Bombay. 
But the Cawnpore mills have no such advantage. Per contra, they 
are at a positive disadvantage when they purchase their raw cotton 
froln 'Bombay market and pay Rs. 2-4-1 per maund by way of 

. 'railway beight. This is a very interesting feature of the cotton 
trade as affecting the raif'way rates policy and the cost of production 
of the mills alike and needs to be explained a little further. 
Bombay mills have an advantage over ~ other centres in as much 
as they can get a regular supply of raw cotton at hand, and are 
immune from the day-ro-day fluctuation in cotton prices, with the 
aid of hedge contracts. Other centres, like Ahmedabad, Sholapur 
and N agpur, being located nearer the cotton growing tracts, do 
make certain economies in railway transport charges by purchasing 
raw cotton from the tracts in their vicinity during the harvesting 
season. But at the same time it was also noted that raw cotton can 
be purchased in these cotton growing tracts in the harvesting season 
only, and not thereafter, because the primary producers, being in 
need of money, sell their produce immediately after the harvest, so 
that by the end of the harvesting season most of the cotton grown 
is sold out. Amongst the purchaseni are the agents of the local 
mills, and the exporters. Therefore, the local mills have to purchase 
their annual requirements of riJw cotton and stock them in their 
god~wns or else to purchase from "Bombay and pay double railway 
freight. Therefore, the incidence of railway rates on the raw cotton 
consumed by the Cawnpore mills should be visualised in the light 
of the aforesaid facts. The practice of purchasing cotton differs with 
the different cotton mills ; while some of them make their purchases 
through their agents from the cotton" growing tracts during the 
harvesting season and keep the stock for the whole year, others 
depend primarily upon the Bombay market for their supplies. There 
is a considerable difference, therefore, in the 1M facto incidence of 
railway freight when one or the other of the two systems of cotton 
purchase are resorted to. If cotton is purchased from the producing 
centres the railway freights tabulated above are applicable, but if 
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the mills do not purohase their total requirements during the 
harvesting season they have to pay higher railway freight. The 
total freight paid in the latter case is the railway rates charged from 
cotton growing tracts to Bombay plus the rate from Bombay to 
Cawnpore. It is clear, therefore, that of these two systems of 
purohase, the former is preferable from the viewpQiat of railway 
transport, because the incidence of railway rates is lighter. Doubtless, 
there are considerations other than those of transport whil:h affect 
the system of purohase but to consider these is beyond the scope of 
the present work. The statement of the railway: problem is'SJ1ffi· 
cient for our purpose. From what has been said libov~, we- m,ay 
safely conclude that Cawnpore mills are, oli. the whole, at a relative 
disadvantage in respect of railway rates on the raw cotton purchased 
from the Central Provinceil".and Khandesh. 

However, Cawnpore mills are more favourably located ali com­
pared with the other cotton. mill centres, in respect ,of railway 
freight on the Punjab-American cotton. Special statio~-to-station 
rates are available from some of the dispatching stations as tabulated 
below:-

Batu jl6r maund to Oawnpor. 
B1Mion/rom BaI, BltJlitm/rom 1Ial. " 

'Bo. .. po 11& .. p. 
Jaranwala II II 1 Sarodha II 410 
KIuuma 1 4 6 SanglaHiU 115 0 
Lyallpnr I 0 6 Barnato. I I 7 
N .. bluo 1 , 8 TarnTaran 11011 
Dhurri 1 5 8 , W~rburten 1 13 10 
Gojra 2 II 1 , UOJiloma Sahoh 114 4 

The traffic in this case is routed via Ghaziabad. When these 
rates are compared with those charged.to Nagpur or Ahmedabad 
the relative transport advantage is revealed. Of all these three 
centres, freight to Cawnpore is the lowest because of the distance. 
Thus, rates charged from Jaranwala and Lyallpur to Nagpur are 
Rs. 3-12-0, and Rs. 3-13-3 respectively, but to Cawnpore they are 
substantially less as will be seen from the foregoing table. Similarly, 
Ahmedabad has to pay higher freight. For instance, the rate from 
Lyallpur to ,Ahmedabad is Rs. 2-13-0, but to Cawnpore it is 
Rs. 2-0-6 only. But the freight advantage enjoyed by Cawnpore 
in respect of Punjab-American cotton shonld not be over-estimated< 

a-ll 
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. RATES ON MILL STORES , 
Stores are purchased a* Bombay and .calcutta. Cawnpore is 

one.of the most important railway junctions, and commands unique 
rates facilities. Furthero:,ore, it is linked directly to two leading 
ports of the country: the E .. I. Railway connects it with Calcutta 
and' the G."J: P. Railway with Bombay. Since the railways 
serving the different ports compete inter se, Cawnpore gets 
reduced'rates to-and from both the ports. We -submit below the 
~ioll.-to-stat.ion ~tes quoted from Bombat to Cawnpore on' 
diffar~nt- mill f;ores. 

Commodiev 

Soda 
Lubricating oils (Div. 0) 
Machinery 
,Farino (bags), Sago. } 
Flour (bags) 
Dyes 
Sulphurio aoid, 
Hydroohlorio aoid 
China Clay 
1'aoking 1'ap .. 

" 

1laI< 
Ra. ... p • 

.J) 10 1 
1 S 0 
o IS , 

011 

1 , 0 

11'11 
010' 4-
011 II 

The most striking feature of the aforesaid rates is their 
relatively lower leveL When these rates are compared with those 
charged to Nagpur, we find that even though the latter is nearer to 
Bombay it has to pay higher railway freight. This is due to the 
port competition. Here it I!;hould be noted that Cawnpore is 
nearer to Calcutta than tI)~ Bombay and the ton-mile costs on the 
E. I. R. are lower than on the..G. I. P. Therefore, the E. I. R. 
quotes lower rates to Cawnpore from Howrah. and the G. I. P. in 
order to keep a part at least of the total traffic on its own lines has 
perforce to lower its zates. Suffice it for the present to note that 
this sort of policy is questionable, sil!.ce it puts other centres to a 
ooneiderable disadvantage. 

RATIlIS ON PIlWE-GOODS 

1'1ece-goods manufactured by Cawnpore mills are sold large!)' 
In the markets in the vicinity of the mil1s, but a portion of the 
total output is despatched to distant markets as far as Howrah. 
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The statement Silbmitted below ~ortrays . the marketing 
facilities. 

Rata:per maUna .on Pieee-go~ds.Jrom Cawnpor6 

M~"'go. SIGI;o" 10. 1IGIe. Mil.,.ge. &otion 10. Bote. 
R& .. P- Ro ... , p.-

120 AJlahabad 0 6 5 . 87 Etawah . 0. .. 9 
202 BeuAres 010. 4 187 Forukhabad 0 911 

48 Luolmow 0 211 167 AgraOity ·0 8 , 
lU Jl'yzabad 0 8·10 ·193 Aligorh 010 I 
861 p"tna 1 2 6 271 Delhi ~ ,. o k's 
uo Gay .. 018 6 248 :Moradabad o lB' 1 
'81 Bhagolpur 1· 9 1 277 :Meerut Oity 014 I 
6S1. Ho'lirah 2 1 10 661 Amritoar 1 IS. S 

• It will be seen tba~wnpOre mil~ have to pay class. rates on 
their piece-goods. very,few station-to-statio;n rates being available. 
But. being located at a d~ce from the port and nearer to its 
markets it gets substautial transport protection against the foreign 
competition in form of lower railway freig~ However. the precise. 
amount of advantage differs in different markets in proportion to 
the distance of the market from the mills and . the nearest port. 
Let us take the concrete instances. The freight to Allshab8Jl from 
Howrah is Rs.1-11-1 per maund. and therefore, Cawnpore mills 
have an advantage of about Rs. 1--4-8. On the contrary, in SIlme 
markets Cawnpore mills have a positive disadvantag~ •• lik\l· 
Bhagalpur. Howrah. etc. 

The foregoing'study of railway rates, to and from some of <the 
more importaut cotton mill. centres, conveys a fairly adequate 
.impression of railway policy as afl'ecting the development of cotton 
induStry in India. Let us now ",lit down the concfusioJl. of the 
survey in brief outline. ::z; 

1. Indian Railways are not so planfted as to meet adequately 
the requirements of internal trade and industries, because. while 
the port towns are directly linked with the more important internal 
centres by aiIigle railroad system on the sal!l.e gauge, the lines 
connecting internal centres commonly belong to difl'erent systems 
and involve more frequent break of gauge and consequent higher 
freight charge. 

1. We have been informed t.hat on wagon loads Rs. 1-8·0 per maund is 
charged, from Cawnpore to llowrah. . 
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2. Railways pnrsne .individualistic policy in rate making 
with the resnlt that when a consignment travels over more than one 
railway system.-this being more frequent in the case of internal 
traffic than to and from the port towns-the telescopic schedule 
rates, if any, are calcnlated, not on the total distance traversed, but; 
on the distance of the individnal railroad system. 

'3. The-general level of rates which was raised in 1922. during 
the boom period. is now restricting the movement of traffic becanse 
the steep fall in the price level has snbstantially raised the 
incidence of rates~ 

'4. The Cotton" mills shonld ra-organise their sales departments 
and. reduce the competition between the internal mills. SO as to 
eliminate the waste in transport costs. Centralisation of marketing 
arrangements would. doubtless. yield more profitsble resnlts. 



APPENDIX I 
Be" Cotto .. carried on Cia .. I BeilwaJl &; the Eanaiugs 

therefrom (in lakb,.) 

BoB. &C. LRly. G. LP. Rly. N. W.R1y. Total on all 
Railways. 

Teal'. 01 g, 
t 

g, 

J 
j i g, 

J .8 .; .; 
~ l " 
I'l ~ 101 ~ I'l 

1913-14 15.96 216,6 

1914-15 3.55 36.7 3.6 86.0 1.3 1402 13.34 175.8' 

1915-16 3.8 46.4 5.3 113.9 1.1 11.9 14.82 I~.l 

1916-17 3.6 48.0 3.7 80.1 1.1 14.7 12.43 178.0 

1917-18 3.6 47.2 3.2 65.6 0.85 7.9 12.34 164,4 

1918-19 3.8 55.8 3.3 74.6 1.3 13,6 111.97 188.6 

1919-lID 11.9 59.0 4.9 129.1 1.6 23.4 15.1 179,3 

19l1D-21 8.B 66.5 4.1 122.1 1.1 18.3 13.' 258.0 

19111-21 3.3 62.0 U 159.5 1.3 34.0 14.7 317.l 

1922-23 3.1 88.4 4.9' 185.6 1.5 39.40 13.3 375.7 ::: . 

19113-24 3.lI 85.3 U 161.0 '1.5 59.3 13.7 360.8 

1924-25 1.6 .82.0 4.1 156." I.IJ 73.1 12,86 361.6 

1926-26 5.1 108.6 4.a. 14D.6 3_63 107.8 17.1 416.3 

1926-17 8.5 58.4 3.9 144.1 2.25- 68.0 13.0 328.5 

1927·28 19 60.8 4.11156.3 lI.51 86.8 13.4 355.4 

1928-29 3.9 70.4 4.409172.9 2.61 66.8 15.0 379.9 

1929-30 U 90.11 4.77 187.6 8.29 165.0 17.0 460.1 

1930-31 U 67.0 4.4 174.9 11.4 90.8 13.7 881. 

1931-3l1 1.6 54.1 1.8 65.1 1.T '76.6 8.6 229. 

193'·33 ",6- 55.7 ll.6 94.6 1.9 71l.l 10.l! 1164-

1933-34 ' 3.6 65.9 lI.7 92.3 8.1 134.7 19.0 337., 
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Comparative Statement of Railway Rates, of Freight on 

full.pre8sed Cotton from VariODS eentre8 to Na/lpDr 
in 1914 aDd 1931. 

Mileage 
from 

Nagpur. 

Forwarding 
Station. 

49 Wardha 

70 Hingllllghat ... 

80 Dhamangaon 

94 Warora 

114 Amraoti 

158 Akola 

454 Surat 

467 Nav_1i 

469 Kim 

(6111*) 464 Dharmabad 
(ViaBallarsha) 

(602") 603 Umri (Via 
Ballarsha) 

520 Bomba, 4 

(904") 580 Gadag (Vi. 
Ballarsha) 

696 AlIarwa 

(946") 616 Hubli (Via 
Ballarsha) 

Rate~' 

Rate per mauneL maund, , 
'per mil.' % 
in pi.. of in· Remarks. 

------ ---..,.I""'~' 

1914. 1931. 1914. 1931. 

Ra. a. Po Be. a. p. 

0 II 9 0 410 .67 1.18 76.11 

0 4 4 0 6 7 .74 1.13 68.70 

0 4 9 0 7 I .71 1.07 60.70 

0 6 4 0 8 4 .68 1.06 65.88 

0 6 6 010 0 .68 1.05 64.41 

0 8 II 013 8 .62 1.04 67.74 

1 0 0 I 4- 6 .42 .96 129 

1 1 6 I 6 0 .46 .95 111 

1 II 3 I 15 1 .47 .96 104 

8 7 II ,0 6 .47 .81 72.34 "Old route 
via Manmad. 

7 9 1 15 10 .47 .76 61.70 .Old route 
via HODmad. 

014 II III 5 .33 .63 90.91 

'l! I 4 3 1 .46 1.02 121.74 "Old route 
via Hotgi and 

4 II III 8, 
HODmad. 

.41 .68 115 

1 9 7 a 111 .3l1 .99 209.38 "Old route 
via Hotgi and 
HODmad. 

(11161") 915 'l'irnppur CV-.. 1 15 11 a 9 1 .30 .76 153.33 "Old route 
Ballarsha) via JaIarpe& 

and Raiehur. 



. APPENDIX. m 
Comparative Statement of Railway Rates on Pi_goods 

from Nsgpur to various Centres in 1914 and 1932 

.:. 
Hileage. ReceiyiDII'. Station. 

49 Wardha 

114 Amreoti 

168 Akola 

(4311)* 188 ltarsi 

188 Baipur 

(386)* 1134 Harda 

(4311)* 5143 Bhopal 

267 Bilaapur 

1178 BurhaDpur 

(3111)" lI97 Xbandwa 

(408)" 384 Indore 

Bate per 
Bate per maDDd. mauncl, per % 

mile in pi... of _______ :::=.=,,=. me ...... 

1914 1931! 1914 1932 

R& a. P-

039 
R.R. 

o 710 
R.R. 

010 8 
R.R. 

1 II 1 
R.R. 

08'1 
O.R. 

1 2 1 
O.R. 
148 

O.R. 
068 

O.R. 
1 I 1 

O.R. 
1 II 1 

O.R. 

R& a. p. 

010'8.911 
B.R. 

o 10 8 .81 
R.R. 

o 14 I .80 
R.R. 

1 0 0 .50 
R.R. 

o 11 1 .41 
O.R •. 

1 4 0 .66 
O.R. 

1 3 II .67 
O.R. 

014 7 .31 
O.R. 

1 7 8 .78 
O.R. 

1 9 8 .73 
O.R. 

1 14 1 .64 
O.R. 

1.31 42 

1.11 35 

1.08 35 

1.03 108 

.71 89.05 

1.03 84 

.95 67 

.88 119 

1.01 31 

1.011 40 

.94 " 

620 Wadi BDDclai ... 

1 II 10 
O.R. 

011 8 
O.R. 

1 11 10 .27 
O.R. 

.84 18'1 

563 Poena 

(622)* 663 Sholapur 

696 Ahmedabad 

639 Midnapore 

(794)* 879 Delhi 

(1133)* 881 1dadraa 

701 Shalimar 

814 Cuttack 

967 . Amritaar 

" Old Routel, 

1 1 11 
O.R. 

1 I 11 
O.R. 

110 I 
R.R. 

o 16 II 
O.R. 

1 111 3 
O.B. 

14.4 
O.R. 

011 8 
O.R. 

011 3, 
O.R. 

II 11 3 
O.R. 

1 14 7 .39 
O.R. 

,Ill 8.36 
O.R. 

I 14.a .63 
R.R. 

II l! 4 .18' 
O.R. 

II 9 8 .47 
O.R. 

II 6 9 .111 
O.R. 

114 4.10 
O.R. 

II 11 II .17 
O.R. 

3 7 9 .48 
. O.R. 

.66 89 

.95 171 

.94 77 

.64 129 

.73 1111 

.68 1109 

.111 160 

.64 1176 

.69 " 



CHAPTER III 

WOOLLEN INDUSTRY 

The study of the Indian woollen industry is important from 
both the agricultural and indust4'ial points of view. In many 
respects it resembles the cotton industry, and yet has diltillctiv •. 
peculiarities of its own. In its agricultural aspect, unlike cottoll, 
the production of raw wool is carried on primarily by lower class 
Hindus, having scanty resources. Looking to the conditions of 
the primary producer. one is not surprised· to note the decedent 
position in which the. sheep-rearing industry has fallen to-day in 
this country. The role, that improved sheep-rearing and sheep­
breeding industry could play in the economic reconstruction of 
this country, can hardly be exaggerated. It will make a au b­
stantial contribution' in revitalising Indian agriculture. 011 the 
Industrial side, an improvement in the quality of Indian raw wool 
will give a much needed stimulus to the cottage and mill industry 
alike. 

BASIS Oli' BAILWAY BATES 

The important articles with reference to which the following 
study of railway rates is to be undertaken are wool, carpets, 
blankets and woollen piece-goods. This will give UB a fairly good 
idea of the effect of railway rates on the development of the Indian 
woollen industry as a whole. Wool is the primary raw materiel, 
and therefore, the rates charged are very important, especially 
because the distance over which the article has to be carried is 
generally greab. Rates charged on auxiliary raw materials used by 
the woollen mills will also be studied. As regarda the finished 
products, blankets and piece-gooda are manufactured by, the 
woollen mills, while carpets are turned out by the hand-looms and 
some factories. In what follows, therefore, we propose to stud}" 
the basis of railway rates, which will be followed by a detailed 
review with reference to more important centres of production 
and consumption. 



Wool, full-pressed. is classed as 4th. class R. R. -in the 
:Indian Railways General Classification of Goods. This classifica­
tion is followed on all the railways. On the G. I. P. Railway, 
however, • C ' sch'edule is applied, the basis -of !Jharge being one 
pie pilr maund per mile. ]V 001, half-pressed, is classified as 6th. 
class R. R. This rate is subject to certain exceptions on the G. I. 
P. Railway. The general rate over the G. I. P. Section is 9th. 
class R. R. Over the I. -M. and A. D. C. Sections 8th. and 6th. 
class rates are charged, and on load& of C/81 6th. class R. R. and 
4th. clasi! O. R. rates are cnarged. the minimum distance of 

; ebarge lID these sections being 26 miles. Wool, loose, is classified 
U 8th. class R. R. in the General Classification. This rate is 
subject to the undermentioned exceptions ou. certain railways. 
On the B. & N. W. R. CID '-schedule rate is applicable at 
0 •. R. on wagon loads. On the G. L P. 9th. class R. R. rate is 
applied. 

Carpets are classed in the General Classification of Goods as 
6th. class R. R. and 4th. class O. R. This classification is followed 
on all the railways without exception. Blankets, (Cumblies) 
are classed as 4th. class R. R. Woollen piece-goods like cotton, 
are classified as 6th. and 4th. class R. R. and O. R. respectively. 
With this brief statement of the bases of freight charge, we now 
pass on to review in detail the rates policy as pursued to·day. 

ANALYTICAL STUDY Oil' THE RAILWAY BATES PI)LICY 

CAWNPORIII . 
Cawnpore is the most important celltre of Indian woollen 

mill 'industry, having two woollen mills, one known as the 
Cawnpore Woollen Mills (Lalimli) employing about 2.416 persons, 
by "far the largest woollen mill in the country, and another known 
as Baijnath Balmukund Woollen Mills employing about 250 men 
daily. Further, the Cawnpore Woollen Mills turn out several 
varieties of goods consumed in distant parts of the country. The 
production of wool being scattered and the output inferior in 
quality, the mills have to import wool of superior quality from 
distant centres both by sea and land. Needless to mention, 
therefore, that railway rates play an important part both in the 
cost of production of the manufactured articles IUld in thei: 
marketin~ . 

1\-13 
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PRIlIARY RAW MATERIAl .. : RAW WOOL 

As regards the supplies of raw wool, in addition to what is 
available locally, Cawnpore being a very important mart and a 
collecting centre, the mills draw their supplies from Tibet, Persia, 
Afghanistan, Central India and Australia' • Australian wool 
is imported by sea, because both the Indian wool as well as that 
imported by. land from Persia and Afghanistan is inferior in 
quality. Obviously, therefore, it can be rightly said that there fs 
no competition between the two; • they being altogether two 
different things". Finer varieties of goods are manufactured with 
Australian wool and coarser varieti!lS with Indian wooL Coarser 
varieties are larger in quantity. .. If you take the quantity that 
iii made out of the Indian wool," added Mr. Lilley, .. it is between 
80 and 85 per cent. as compared with 20 are 15 per cent. 
Australian wool~'" Making allowance for the improvemenfswithin 
the-last 15 years, and the tendency towards the increased production 
of finer qualities, it may be said that the consumption of 
Australian wool is about 25 per cent. of the total raw wool 
consumed by the Mills". The con&umptton of imported wool is 
therefore fairly large, and the tendency is unmistakably towards 
an increase. 

. Australian wool is carried from the ports, either Calcutta 
or Bombay, preferably the former, and as suoh has to pay a 
substantial amount by way of railway freight. The railway rate 
from Howrah to Cawnpore, on wool full·pressed is Re.I-9-1 
per maund at O. R. in wagon loads, and Rs. 2-0-10 at R. R. on 
actual weight. This is, however, a special station·to-station rate 
which is considerably lower than the class rate which works ont to 
be Rs. 2-1-3 per maund at R. R. In this connection it will Pe 
noted that the E. I. R. quotes lower rates only at O. R. beca1I89 at 
R. R. the difference between the actual and the class rate is 
almost negligible. Looking at the superior quality of the imported 

1. In this connection evidence of Hr. Lellq before the Inclian Fiscal 
Commission is vel')' important. Vid .. Evidence, VoL L P. 266-66. 

l. Ibid. P. 265 a. 
8. Ibid. 
4. Anticipating this tendency Mr. Lillq relllarked I "Probabl7 the _tot 

portion of the import. will be in the finer qualiti... We confine 
OuroeIYea to IDBkiDa )ow qualities with InWan wool". Ibid, 
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wool and its higher- price, the rate of Re. 1-9-1 per maund at 
O. R. facilitates the "consumption of imported wool, because from 
the other more imJlortant internal centres, like FazUka, Beawar, 
Yarn, etc., the rates ~ork out at a relatively higher level. The 
incidence of railway rates from the more important centres 011 

the N. W. R. works out as follows:-

Mila Station /rrttA Rata ~ M....i.f. 

N. w: E. I. Total 
RI ••. p. Rs. •• p. R •. •• p. 

886 Snkknr 51 0 8 0 13 1 II 14- 3 

168 Multan City 1 6 8 0 16 4- II .6 0 
6911 Lthore 0 III 1 0 15 ., 1 1111 
859 Daryakhan 1 10 4- 0 15 4- 1I 9 8 

1161 Varu II 14 6 0 13 7 3 III 0 

The higher railway rates from the internal wool collecting 
centres are due partly to longer distance and partly to lack of 
special atation-to-station rates at O. R. The question of distance, 
however, is important oDly in some cases, because generally the 
distance between each of the internal centres from which purchases 
of wool are made and Cawnpore, is not longer than that between 
Cawnpore and Howrah. Wool markets in the U. P. are, as a. rule, 
located at shorter distances. The lead from some centres in the 
Punjab and the N. W. F. P. are in some cases longer. Therefore 
.the plea of distance is not very material to the issue in hand. The 
important fact which seems to explain the position is that the 
Indian railways pursue an individualistic policy, and therefore, do 
Dot quote special station-to-station rates at O. R. from internal 
centres, because generally the total distance traversed is over more 
than one line, and in rating the lines take into account only.the 
distance traversed on their individu9.J. lines. This puts a serious 
haudicap in the marketing of indigenous wool as well as the 
woollen manufactures. The production of raw wool is thereby 
affected because higher railway rates restrict the marketing area 
and curtail the consumption of wooL It may be argued at this 
point, that the difference in railway rates is not so substantifl, as to 
affect the output of raw wool, and more so because in India sheep 
tiocks are not maintained primarily for wool; it being only a 
bye-product. This ~ment, doubtless, emphasises the .1'flIllar~. 
able feature of the production of raw wool in this. country, but it . 
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seems to neglect the. fundamental truth that wool is a most 
important bye.product of Indian sheep, and thBt anything whioh 
helps to raise the cost of marketing Is sure to have its repurcussions 
on the primary producer in the long run. The· difference is only 
in respect of time. WooUen manufactures are also affected becauS4 
the cost of prima.T raw material being raised, the selling price 
of the finished product is obviously higher, which affects the 
consumption generally. Here, too, it should be remembered. that 
the effects of higher railway rates charged on wool on the selling 
price of the manufactured products differ with individual mills, 
because the cost of production depends upon several factors. 
But it cannot be denied that higher railway rates, so far as 
they are due to the individualistic policy of the railways, are 
a serious handicap in the development of the wollen mill 
industry in this country. It should, however, be noted that the 
E. I. It. has recently withdrawn1 the concession rate quoted from 
HoWrah to ·Cawnpore at O. R., so thBt to-day the actual rate charged 
is Rs. 2+10 per maund at O. R. on actual weight. This removes 

. the disparity in rating which had hitherto favoured the imported 
stuff to -the detriment of internal produce; • 

The natural disadvantage in respect of the primary raw 
material. wool, should not. however, be overlooked. The distance 
over which raw wool has to be carried is a great disadvantage 
because it raises the prices of the raw wooL This can be overcome 
by offering reduced rates from the wool markets to internal mills. 
The railway authorities, especislly the N. W. R., should see thBt 
the rates are suitably adjusted, so as to stimulate manufacture of 
wool within the country as far as possible. without. at the same 
time, adversely affecting their own interests, for the aim of aU 
transportation is annihilation of distance. 

When we consider the position of Cawnpore 8S a centre 
of woollen manufactures, we find that it enjoys more advantageous 
location. and therefore. can get its necessary supply of raw wool at 
rates lower than those paid by some other mills, like those of 
Baroil4o Mysore. etc. Besides, the Cawnpore Woollen MiDs have 
an efficient eystem of purcluise of raw wool. which helps the mills to 



WOOLLEN INDUSTRY 93 

get their wool snpplies at cheaper prices than those of other mills1• 

Furthermore, in the markets in Northern India they have acquired 
a" virtual monopoly both in the p1l1'Chase of raw materials and the 
marketing of finished products, so that the railway rates are 
easily shifted over to the consumer. "Again, the goods manu· 
factured by them. being of snperior quality as compared "with 
those of other Indian mills, the incidence 9f railway rates is still 
lower. Besides, the railways give better reSponse to their requests 
for suitable adjnsbnents, because they are a big customer. Hence 
when we analyse the !!Vidence tendered by the representatives of 
the British India Corporation before the different commissions, we 
find no serious complaint made against the rates policy. In short. 
therefore, their organised purchase of raw wool and better selling 
system. coupled with the varied and relatively larger output. enables 
them to compete better alike with the importers and tbe internal 
producres. and the railway authorities have helped them throughout 
by making suitable rate adjustments whenever a proper case-has 
been made out for the same. 

AUXILlllIY BAW !lATEBIALS 

Let us then carry our analyais further. In addition to wool, 
which is a primary raw material, certain auxiliary raw materials are 
consumed, some of which are imported from foreign countries 
while others are locally purchased. Railway rates charged differ 
according to the conditions of carriage and the size of the 
consignment. This is significant because the Cawnpore Woollen 
mill. being the largest woollen mill in India and the second largest 
in the world", is able to avail itself of lower railway rates due to 
larger size of the consignment. Furthermore, Cawnpore being 
linked directly both with Calcutta and Bombay, the local mills get 
lower railway ratea on. imported raw materials due to port 

1. Cawnpore Woollen and tho New Egerton Woollen Mills at Dhariwal 
are both managed by the British India Corporation and .. the two 
milia togetho. consume the bette. ohare of wool raised in N orthorn 
India, the, have como to acquire better hold on tho markets in U. P., 
the Punjab, N. W. F. P., and even Central India. They, however, 
maintain very strict control over their officers, lo.t the matter\ which 
they consider .. secret should be divulged. No officer, therefore, dares 
to speak anything of tha organiaation. 

8. Vide, Indiaa IndWltrial Commisaion, Evidence Vol. L P. 285.. , 
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competition, to which frequent ~eferences have been made in the 
foregoing .chapter. An idea of the rates charged on auxiliary 
raw materials can be had from the statement submitted Ilelow ;-

RateIJ per M(~flld from Bombay to Oawrij?Or, 
D .. ~ of Material ' II44 

• Rs. a. p. 
• 1981. 

Soda ash (alkali) 0 10 10 
Glaub •• Salt and Caustic Soda 0 III II 
Machinery parts 0 III " 

Rs. a. 'Po 
1986. 
o 1010 
o III II, 

Colours, points and dyes, Div. ,'B ' 1 "0 1" 0 
Acids: hydro.bIorio, Sulphuric or Nitric ll" II II" 51 
China Clay 0 10 4 0 10 10 
Farina and Sago Flour 0 11 1 0 13 , 
Packing Paper 0 11! 0 11 II 

These are special reduced rates and when the distance and 
value of respective articles ilre taken into account the nature of 
concession offered beoomes olear. The rates are quite reasonable. 
As regards the conditions of wagon loBils it has already been 
pointed out that the British India Corporation, having the managing 
agency of both Cawnpore WoolJen Mills and New Egerton 
WoolJen Mills at DhariwaI, is able to take fnIl advantage of these 
wagon load conditions. Some instances wiIJ better explain the 
advantage conferred by the reduced rates offered by the railway 
anthorities. For example, the rate on soda ash (alkali) at O. R. 
(W/300; L;) is Re. 0-10-10, whereas a\ R. R. on actual weight it 
comes to Re. 1-6-51

• On colours, paints and dyes, (Div. B.) rate 
charged at R. R. is Rs. 2-4-2, but at O. R. rednced rate of 
Re.1-8-5 per maund is offered". A still lower rate is quoted on 
wagon loads which, as referred to above, works out at Re.1-H 
per maund. Similarly, on machinery parts the R. R. rate is 
Rs. 2-'-0 per maund, but the reduced ratelt O. R. is Re. 1-8-5. 
A sti1Ilower rate is offered on wagon loads at Re. 0-12 ... ' permaund. 
Thus it is clear that substantially lower rates are available u: 
woollen mills at Cawnpore, especially at wagon loads. But 
it has to be noted that these reduced rates are offered only froJJi' 
the port towns, and similar station-to-station rates are not 
available from internal centres where some of the aforesaid 

1. Vide Lette. of tbe G. I. P. 11. No-B. Q. 3/l~, aated e/elai­
t. Ibid. 
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auxiliary raw materials are produced. This helps the consumption 
of imported goods even when Bimilar goods are available within 
the country. 

FINISHED PBODUCT'& .. . 
It has already been mentioned that the Cawnpore Woo1l4!n 

Mills Co. has a well-organised '¥les department and efficient 
agency system. Railway rates on woollen piece-goods to Bome 
more important centres work out as follows:- _ 

.Rates (0. R.) per Mauna /rom . Oawnj)Ors 

Milol Station 10 Ball Milol Station 10 Ball 
Ro. a. p. Ro. .. p. 

198 Gwa1ior OU 3 773 Ahmeclnagar 3 II 0 

319 Bhopal 1 1 6 8711 Poona 3 II 6 

·661 Nagpur 1 13 1\ 661 Amritsar 1 13 3 

314. Jubbulpore 1~ 1 '3 670 Lahore 1 i4 3 

840 JIombay I 4 I 630 Howrah 51 1 8 

941 Sholapur ~ 3 0 

These rates arB similar to those charged on cotton piece-goods 
from Cawnpore. and as enough has already been said on this point 
in connection with the cotton mill industry. it is needless to 
repeat the same here. But. it Bhould be pointed out that woollen 
goods command relatively higher prices than cotton pieoe-goods 
and are consumed by the welL-to-do classes. and therefore. the 
railway rates do not materially affect the consumption of these 
goods. even if they are slightly higher. Per contra, if the rates 
were to lie lowered. they would go to Bwell the dividend of this 
Company and the consumers would not get any share of 
the reduction. Therefore. rates on woollen piece-goodB from 
Cawnpore are quite-ieasonable; 

BLANKIIITB 

A re~rence has been made before to the effect that blanket. 
Bre also manufactured at Cawnpore. In fact, Messrs. Baijnath 
Balmukund Woollen. MlllB concentrate largely on the manufacture 
of blankets. and supply blankets to the Government and Pnblic 
bodies'. The Cawnp!>re Woollen MillB alBo manufaoture blankets. 

L Vide, Report of the Director of Industries, UDited Prom ... 1994-1I1i. 
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Therefore railway rates charged on blankets are important. We 
quote below rates to a few more important markets. 

Rates per maund for Oawnpore (Blankets) 

Mila·' S!51i1m to llat. (R. E.) 
Re. a. p. 

198 Gwalior 011 3 
319 Bhopal 1 1 6 
561 Nagpur 1 13 2 
314 Jubbulpore 1 1 a 
840 Bonibay 2 4 2 
941 Sholapm" 3 1 1 
773 Ahmednagar 2 811 
872 Poona 214 1 

NEED FOR LOWER BATES ON BLANKETS AT O. R. 
It will be seen that these rates are similar to those quoted on 

piece-goods adverted to above. Blankets are heavier in weight 
and lower in value than woollen piece goods, and therefore the 
injustice of charging equal rates on both the articles is obvious. 
This is due to the fact that whereas in the case of piece-goods 
rates quoted are at O. Ro, those in the case of blankets a~ at R. R. 
This is indeed an important condition, and it is ressonable that 
there should be a difference in rates between O. R. and R. R. But 
here we find that while piece-goods are permitted alteranative rates at 
O. R. and R. R., in the case of blankets there is no such alternative. 
This is against the widely accepted practice of rata-making, which 
recognises the difference in charge between O. R. and R. R. and 
permits the alternative to the shippers. It cannot be gainsaid. 
therefore, that the higher railway rates charged on the transport 
of blankets have adversely affeoted the mauufacturing industry. 
especially those mills which depend primarily on the manufacture 
of blankets and of coarser variety. The majority of the woollen 
mills concentrate more on the production of blankets, and as the 
rates charged are higher. the cost of transport is substantially 
raised, and the marketing area is thereby limited. Higher railway 
rates, therefore. offer a partial explanation of the difficulties with' 
which the Indian woollen mills have been faced in the last few years • 
.. The condition of the woollen industry", says the Report of the 
Director of Industries, Bombay Presidenci .. " continued to be 
Ullsatisfactory during the year. In 1920 there· were five woollen 



mills in the Presidency. In 1929 there were only three such mills 
working in the Preeidency. During the latter period of 1929 one 
of these mills with a paid up capital of Rs, 13 lakha went into 
liquidation. No new mills were started. Thus, in the year 
1931 only two mills were working as- they were in 1930"''' The 

. industry is passing through difficult times, and with the exception 
of a few, almost all the woollen mills are incurring heavy losses. In 
view of these conditions, it is incumbent on the railway authorities 
to revise their rates on blankets. Besides, pffering reduced 
rates at O. R., special station-to-station fates should be quoted 
from different mi1ls to more impoJ:t,ant coDll1lDling markets. We 
sha\l presently discuss the marketing facilities of the other mil\s. 

DBABIWAL WOOLLEN KILLS 
. We have seen thet the Dhariwal woollen mills and Cawnpore 

Woollen mills, or 'La1-ImU', are under the same managing agents, 
the British India Corporation, anei hence their purchase of raw 
materials and the markEitinl of finished· products is more or less 
centralised. This helps to lower the coat of production of the 
mills by eliminating waste in transport 008tSt Here, however, it 
should be noted thet since these two mills are located in two 
different centres, the incidence of railway rates, both in respect of 
raw materia1s and finished products, varies. Therefore, it has been 
felt that the railway freights as affecting the Dhariwal Mills should 
be separately studied. 

BATES 011' WOOL 

Rates on wool from the more important oollecting centres, to 
Dhariwal are given below =-

SI4IiIm tr- Ball 

Karachi 
Sukkur 
Fazi1Jra 
Delhi 
Maltall Cit,. 
Lahore 
Darnkhan 
Yarn 

11& •• P-
18' 
1 III 0 
088 
101 
014 II 
o , 1 
10 .. 
II 9 8 

11& L p. 
Bib .. "" 1 8 II 
BeaW&! 1 13 7 
Mar..... 1 16'10 
Adolli 8 6 8 
Naini Tal II 7 6 
Tanakpnr 1 II II 
Ramnaga. 1 Ii 6 
Haldwani II 7 , 
Kalimpaug , 8 , 

The freight situation as portrayed in the foregoing statement 
does not convey a favourable position; it demonetrates the natural 

I, Vide, Report-I1131·8111 P. 3. 

B-l1 
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disadvantage under which the Indian woollen mills labour in 
respect of this primary raw material. With the exception of a few 
centres, the rates in general seem to be high, dne to longer distance 
over which the traffic has to be carried. Furiher!nore, in some 
cases the traffic has to pass over several railway systems and the 
total freight charged, therefore, becomes higher. This is especially 
true of traffic from Marwar, Adoni, Nainital. Tanakpur. RamQagar, 
Haldwani and Kalimpong. It is interesting to analyse the rates 
charged from some of these stations, 80 is to know the nature of 
the freight charged on 'different systems, and the rates policy 88 

affecting the through traffic. Traffic from Adoni, for instance, is 
routed via Raichur and New Delhi ana crosses over the M. &; S.M., 
the G. I. P., and N. W. Railways, the proportionate share of the 
rate being Re. 0-3-1, Rs. 2-3-7, and Re. 0-10-6 respeclively. 
Similar is the case with the traffic from Tanakpur, Ramnagar, 
and Haldwani :-

Tanakpur 
Ramnagar 
Baldwani 

B. d: K. 

o " 6 0311 
O· 6 0 

E.l . .. 
094. 
0611 
0611 

N.W. 
o II 11 
011 11 
'0 11 11 

ToIaZ. 
199 
156 
II 7 " 

In this case, the traffic passes over three railways. In the 
case of Kalimpong the traffic is routed via Kishenganj, Katihar, 
Bara Banki and Saharanpur and the proportionate share of rates 
works out 88 follows :-

Bs. .. p. Bs. .. P. 
K.R. 0 4 0 lI.&N. W. 1 8 7 
D.H. 010 7 E.LR. 1 1 10 
T.o. 0 0 " N.W. 011 11 
E.B. 0 3 1 

Total 4 8 " 
In such cases, railways find it difficult to quote reduced 

ltation.-to-station rate and the freight perforce has to be higher. 
These details clearly bring out the fact that the Indian mills are 
not very suitably located as regards the supply of their raw 
materials. This disadvantage is accentuated by the individuali. 
stic policy pursued by the railways. They do not quote 
redueed station·to-station rates in the case of through traffic 
from the more distant centres. Doubtl~S8 there are some 
station·to-station rates, but Jhey -,Ire mainll for local traffic. 
Therefore, the Dhariwal Mills draw their suppJiea primaril:r 
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from the areas in the . Punlab. North Western Provinces. 
U. P •• and the Central India. Farther. in respect of imports by 
land from l'ibet,.Afghanistan. etc.. this mill is more favo1l1'&bly 
located. Hence. as compared with other woollen mills it gets a 
better ilupply of raw wool and at relatively cheaper railway freight. 

The post-war increase in rates on wool adds to the difficulties 
of ~ Bituation is will be seen from the statement given below :-

StaWm /rorA Praenll/at4 l/at4 ill 191.f. 

Ra. L Po Ra. L Po 
Karachi I 8 4 1· T I 
Snkkur 1 II 0 016 0 
Fazilka 0 8 3 0 6 3 
Delhi 1- 0 I 0 9 0 
Mullan Cit)' 014 9 0 '111 
Lahore 0 4 1 0 II II 
Daryaklwl 1 0 9 0 9 T 
Yarn ... II 9 8 1 6 6 

The increase in rates has been considerable and the incidence 
becomes still heavier when the price level is taken into considera­
tion. The need of revlsion. therefore. eannot be too strongly 
emphasised. 

BATES ON STOBBS 

Karachi being the nearest port. the rates on stores and other 
-auXiliary raw materials used by the mills work out as follows :-

_.A.rlicla P,aenll/at4 Bat. "'191.f. 

Ra. L P. (0. R.) Ra. L p. (0. R.) 
Lubricating Oil 1 13 4 1 '1 !I 
Caustic Soda o 13 0 014 1 
Glauber Salt 1 13 , II II 10 R.-R. 

do II 8 'R.R. 
Soda Ash o 13 0 014 
Machine.,. parts 1 13 4 014 
Belting Loather 3 9 6 II 14 3 
Colours, eto. (Diy. B.) 1 13 , 1 '1 II 
Iron and Steel (Diy • .A.) III 1 II II 10 

do. (Diy. B.) 1 13 'R.R. OUI 8 
1 '1 BR.R. 

Hardware 3 9 6 Sd4 3 
HessiaJi Cloth 1 13 , 1 '1 II 
Soap 

, 
113 , .1 '1 II 
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With a few exceptions. these rates convey a favourable 
impression. Rates on Machinery parts should, however, be 
reduced and reduced rate at owner's risk be quoted on Iron and 
Steel (Div. B), 

ItATEB Olll' preCE-GOODS 

Let us now review the rates on piece-goods manufactured by 
lhe Mill. In the preceding section it was pointed out that the 
Dhariwal Mills is one of the most important mills in India and 
distributes its products throughout the country. The railway rates 
charged to some more important markets are tabulated below:-

Bt4ti<m to Bolo Bt4ti<m to Bolo 
lIs. •• Po lis. .. Po 

Amritsar 0 1I 7 Patua II 14 7 
AmbaIa o 10 1 lIowTah 8 7 1 
Lahore 0 4 " Bhopal II 7 9 
Delhi 1 0 9 Nagpur 8 9 8 
Agra 1 8 0 Ahmedabad II 10 11 
CawnPOIe 114 9 Baroda J 14 I 
Lucknow 1 13 7 Bombay 8 1 10 
Allahabad I 8 ci Madr.. 8 8 8 
Benares I Ii 8 BangaJore City Ii 10 8 

The rates quoted above also apply to blankets at railway risk. 
These are class rates and discourage long distance traffic. To 
stimulate long distance traffic the railways in their own interest 
should quote telescopio schedule rates. 

The extent of increase in rates during the post.war period 
will be gauged from the statement snbmitted below:-

8/QWm to P,tIIifII Bolo Bolo ... 191,# 

Rawalpindi 
Peshawar City 
Amritsar 
Ambala City 
Lahore 
Delhi 
Karachi 

lis. .. Po (0. n.) lis. .. Po (0. n.) 
o 13 " 0 10 10 
1119 0168 
o II 9 0 II 0 
010 0 8 3 
04" 031i 
109 0137 
lI1l1 1711 

The foregoing increase in rates when compared with that on 
wool tones down pd does not seem to be ulI1'eBIIOnable. The rate 
to Karachi, however, seems to have been raised snbstantiallr and 
uee<ls to be redqced, -
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B~ODA 

At Baroda1 there is a woollen mill known as the Maharani 
Woollen Mills, manufacturing woollen cloth and blankets. This 
mill was started in 1922 and during the decade it had to paSS 

through several adverse circumstances. The ;problem of transport 
costs has attmcted the attention of the Managing Agents and 
strenuous endeavours are made to eoonomise in this direction. 
We Bhall, therefore, review in brief the position in respect of 
railway rates affecting this ooncern. 

RAW JUTBBIALB 

It will be recalled that the more important oentres of raw 
wool trade are Fazilka, Haldwani, Multan, Delbi, Yarn, Karachi, 
Bukkur, Bikaner, Marwar, Beawar, Rajkot (Kathiswar), Bombay, 
Bangalore, Adoni, KaIimpong, etc. The Indian Woollen:Mills draw 
their supplies of raw wool from these centres, the proportion of the 
individual mills di1fering ..nth their qualitative requirements and 
the distance from the mills. Rates per maund to Baroda from 
lOme more important wool markets are 88 follows :-. 

MlJrbllfrom Bill. MlJrbllfrom BIll. 
Baa. p. Bs. a. p. 

JIombay 014 3 Bikaner 1 III 3 
Beawa. I I 8 Sakkar III II 
Fazi1ka "S 10 7 Rajko$ -0 11 Ii 
Haltan 3 • 9 y ..... 3 9 1 
Karachi I '7 II Bamnagar I 8 Ii 
lIeDpJore I 9 4 Adoni I 811 

Before discuaaing the foregoing rates it may be mentioned 
that on raw wool, like Blankets, there are no O. R. rates and there­
fore only B. R. ratea have been given. A rapid glanoe at the ratea 
will show that in respect of railway rates, the importance of 
di1ferent centres varies oonsiderably. Thus, for instance, whereas 
from Beawar the rate is Be. 1-2~ per maund, from Yarn it is 
Rs. 3-9-1. The di1ference between the two is ind-eed substantiaL 
If, therefore, the Baroda Mills have to purchase wool from Yarn, it 
seems that the supply of wool from the nearer sources is not 
sufficient for their requirements, or that other factors like prices, 
quality of the material, eto. have a better away: Similarly, the rate 

l. Now fa li'luidetioD. 
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charged from Multan is Rs. 3-3-9 per maund. These rates seem 
to be prohibitive. 

IIATES RELATED TO PRICES 

Let us then study these rates in relation to the prices of raw 
wool. The position inay be summed np as follows :-

Stalitml from .A.MWD'Zimate yria 0/ Woo! 

Mnltan 
Vam 
Kalimpo»g 
Karachi 
Beawar 
Ramnagar 
Adom 

PeT fIWJUfId 
Re. 
16 
10 
20 
14 
18 
18 

7 

. 

Rau 

3 
a 
5 
2 
1 
I 
2 

Re ... p. 
3 9 
9 1 
0·2 
7 5 
II 6 
8 5 
611 

The foregoing table strikingly demonstrates the importance 
of raw wool prices, as also of the railway rates, in determining 
the actual quantity of raw wool purchased by· the mills from 
the respective ~ntres. Prices at Yarn and Adoni are lower, 
and therefore, even though higher railway rates are charged, 
the mills seem to find it convenient to make their purchases in 
these markets. But after studying the situatfon a little deeper, 
we find that the mills require wool of relatively lower quality for 
manufacturing blankets and hence they have of necessity to 
purchase wool from Adoni and Yard because of the lower pl'ices. 
Thus, it seems that the mills have to carry their raw wool supplies 
over very long distances, and consequently pay higher transport 
charges, which vary from 25 to 40 per cent. of the cost of raw 
wooL Tlois is a serious drawback in the organisation of the 
industry in general, and this mill in particular. It cannot be 
gainsaid that the Baroda Mills have to work under a great handicap 
of higher transport costs, in reepect of their sole raw material, 
"wool". No doubt, other mills are working under similar 
disadvantages, bnt from what has been adverted to above, it will be 
seen that the Cawnpore Woollen Mills are relatively in a better 
position, and, as it will be shown later, even the Bombay mills 
enjoy some advantages in this respee\. It seems, therefore, that 
Baroda works relatively under greater disadvantages, and we shnll 
try to see how far this handicap can be rednced. . 



'So far as' the higher rates are dull' to longer distances over 
which the tJ.'8.ffic has to be carried" it may be said that the 
handicap is natural and therefore permanent.' But here, too, 
it has to be pointed out that in conformity 'With the general 
practice of rate-making, lower rates at 0., R. need to be quoted 
as an essential alternative to the shippers. FiIrtbJlrmore, reduced 
rates should be offered iIi the form of SpeCialstation-to-station 
rates from the important collecting centres to woollen mills, 
because they being by far the largest and more regular shippers, 
have a right to claim more favourable treatment at the hands of 
the carrier, than small and casual shippers. Such rates .are in 
fact quoted from some centres to Dhariwal on the N. W. R. and 
to Cawnpore ,on tlie E. I., B. B., and G. I. P. Railways. But 
unfortunately we find no such rates to Baroda. This handicap 
should therefore be removed by offering similar ,station-to-station 
rates to Baroda as well. ;l'he mills on their part should endeavour 
to purchase raw wool from the nearer markets, and transport the 
same in larger !lOnsignments, so as to get better transport facilities 
from the railways concerned. 

Further, it seems that when wool is purcwed .at Adonl 
in Southern India, and booked directly to Baroda, it costl 
more than to book it to Bombay, and then get it ra-booked to 
Baroda. If so, t~ is anomalous. _A similar question was raised 
before the Railway Ra~dvisory Committee in the Sholallur Mills 
Case, and the decision given in that case is very 'useful here.' In 
the Jight of that decision it' C8D be maintained that the Baroda Mills 
have a right to get the present rate from Adoni reduced to that from 
Adoni to Bombay plus Bombay-Baroda rate. But we do not possess 
the details, and therefore it may suffice to suggest that the railway 
authorities should look into the case and remove the anQ,llaly. 

The rates from Karachi should be further investigated and 
revised, if needs be. The current rate from Karachi is Rs. 2-7-5 per 
maund, but the sea-cum-rail route from Karachi to Bombay, and 
thence to Baroda is considerably cheaper, the qharge in the latter 
case is nearly 50 per cent. less. ' 

Similarly, if Ka1impong wool is taken to Calcutta from~ 
Ka1impong, and is carried by steamer' from Calcutta to Bombay, 
and thence by rail from Bomt=.y to Baroda, the total freight charge 
is less than that when the traffic is carried by all rail route from 
Kalimpong to Baroda. 
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The rate from Rajkot is another instance to the point. The 
sea-cum-rail route is cheaper. If w~ol is taken from Rajkot to 
Mahuwar (Bhavnagar) and is taken to Bombay by steamer, and then 
railed to Baroda, the total rate is cheaper than the rate charged on 
the entire rail route froni Rajkot to Baroda. All these cases should 
be investigated. • • • 

The impression left from what has been detailed above is that 
the Baroda mills have some transport disadvantage in respect of raw 
wool supplies. part of which is natural and part is capable of beiDg 
removed with the co-operation of the Managing Agents of the mill 
and the railway authorities. 

A~Y RAW lIATERIALS 

Amdliary raw materials or stores are purchased by the Baroda 
mill authorities from Bombay. Some minor purchases are also 
made at other places in the neighbourhood like Ahmedabad. We 
have already stated that railway rates on the stores or amdliary raw 
materials are not such as may materially affect the cost of 
production of the finished products. Nevertheless. in a study like 
the present they, cannot be ignored. We may tabulate the rates OD 

the more important articles as under :-

RataJl6r Matmd./rom Barocb 
D~ oJ...w.u. • BaU 

Lubric&tiDg on. 
Acetic aeid ... d other Jiquida 
Call8tic Soda 
Glauber salt 
SodaAah 
8maIl machinery pam 
Leather ..,.,.u _h U, Belting, Pielten, Bobbin&, 

Ba. .. p. 
010 1 
1. I 8 
010 1 
o 1110 
0113 
o to 1 

1Ihuttl.., etc. I I 8 
n, .. and Colmus J I .. 
Hard_ .... Iraa 0 10 I 
BeoBian Cloth. 0 10 1 

The Baroda mills have an advantage over the Cawnpore millI 
when the freight paid on the stores is considered. The advantage 
is due to. the location of t.he Baroda mill, being nearer Bombay. 
On a closer examination it appears that the advantage ~oyed by 
the Baroda mills over the Cawnpore mills i8 not as great 88 it mil}' 

appear. The advantage Is pariJy neutralised b7 the faA thai; the 
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Cawniiore mills }lurchase their requirements in greater quantity 
and therefore get the advantage of lower wagon load rates. 

PlNIIlHED PRODUCTS 

The Baroda mills manufacture largely woollen cloth and 
blankets. Their markets extend throughout the country, such . as 
Cawnpore, Agra, Amritsar. Delhi, Ahmedabad, ltombay, Karachi, 
Nagpur, Jubbulpore, Sholapur, Akola, Amraoti, I!angaiore, 
Calcutta, Tinsukia, Diburgarh, Gauhati (Assam), Muzzaffarpur, Patna, 
Ranchi, etc. Railway rates, therefore, playa very important. part 
in their sales. In markets nearer at hand rates are not felt so much 
and )lence we give below a few rates to some distant centres of 
consumption with a view to show the lQnger distances over which 
the goods have to be transported, which entails substantially hesvy 
transport coats. 

SIaIionB 10 

Amritear 
Delhi 
Karachi 
Cawnpore 
Peshawar 
Banga)ore 
Hadras 

RateB fI61' Maund from Baroda. 
Rat.. OIl BlanktU 

at B. B. 
Ho. a. p. 
II 12 5 
II 0 5 
II 7 11 
l! 1\ 7 

• 310 6 
.3 1 5 

3 7 I 

Rat.. OIl 11' oou... Clot1o 
at O.B. 

Ra. L p. 
II 12 5 
II 0 5 
II 7 6 
1\ 14 0 
310 6 
315 5 
3 1 11· 

Huzzatrarpur 3 6 10 3 3 1 
Tinsukia 5 16 9 5 11 6 
Dibrngarh 5 14 5 6 9 10 
Bowrah 416 11511 

The moat striking feature of the foregoing schedule rates is 
the relative high level, especially in the case of the last three 
markets. . In view of the length of the haul, it is not proper 
to attribute injuatioe to the railway authorities. Under the 
circumstances, one cannot help saying that in case Baroda 
mills think it advisable to cater for these distant· markets 
in Assam, they should be prepared to pay higher freight. From 
the standpoint of the. railroad manager, it is economic to carry 
goods from the port of Calcutta, or from any. other port 88 a matter 
.of.fact. to upCOuntry consuming markets, like Dibrugarh, Tinsukia. 
etc., than from Baroda, because of fue Size ·of ihecoDsi~ent, 

1\-14 
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break of gauge, even if the distance is the same in both cases. 
Railways have been planned and constructed in this country, 
primarily with a view to facilitate the movement of the export and 
import trade, and therefore, studente of the Indian transport 
system have perforce to advocate changes, to which pure transport 
economics may seemingly fail to lend support. Let us explain the 
statement further. The more important internal centres of trade 
have been linked up to ports by a broad gauge railway system while 
the internal towns, in their turn, are linked together with lines on 
varying gauges, broad, metre, and narrow. The result is that when 
a consignment has to pass from one internal centre. to another, 
linked with railway lines of more than one gauge, it has to pay freight 
higher than if the same 'consignment were to travel on the same 
gauge. Thus, break of gauge, which is a besetting sin of the 
internal traffic, involves higher cost& On pure economic principles, 
therefore, lower freight on port traffic is apparently justified. 

. Besides. in the present case, the distance from Baroda to Bengal 
and Assam is very great. In short, in these markete the Baroda 
mills have a great transport handicap and it may be suggested that 
tariff protection should be tried. 

But it behoves us to examine the extent to which railways can 
offer a remedy, or, in other words, as to how far the railway rates 
are capable of suitable adjustment. In the firet place, the railways 
may help to ease the situation by introducing a uniform classific­
ation.· At present as adverted to above some railways have higher 
classification. Secondly, for woollen blankete lower rates at O. R. 
should be offered. Further, station·to-station rates ought to be 
quoted to some distant important markete to help the long distance 
traffic. Above all to facilitate long distance traffic in matters of 
rate making, the total distance traversed by the consignment, 
irrespective of the distance on the individual lines, should be taken 
into consideration. That is, in rate-making, the entire railway net 
of the country should be taken as one system. 

THB BOJIBA Y WOOLLElll' JlILL8 

The position of the Bombay Woollen Mills in respect of 
railway rates is similar to those of the cotton mill-. They can more 
easily procure the supplies of their raw materiaJs, especially the 
auxiliary raw materials or mill stores and imported wooL In the 
case of imports the question of railway rates does not arise 
&talL 
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RAW· WOOL 

For indigenous wool also Bombay is a good market, because 
here gravitates wool right from Bikaner 'in the North, and Kathia­
war in the West, to Khandesh and Mysore in the South. Railway 
rates do affect the price of raw wool, but it is very difficult to 
precisely evaluate the effect. The mills, it is learnt, make their 
purchase of l'8W wool in the city itself, an:d have no agency system 
of purchase as is the case with the Cawnpore and Dhariwal Woollen 
mills. The mills can get adequate quantities of raw-wool, because 
as aforesaid Bombay attracts raw wool from distant centres for 
export. A rough idea of the nature of railway rates can be had 
from the figures given below :-

. Rates fl6r Maund to Bombay 
Milel Station /rom Rauj ao/Ulition 

Be. .. Po 
5517 Marwar 1 8 11 R.R. 
581 Beawar 1 III 0 
897 Jaipur II 1 7 
885 Bissar II 8 7 

1059 Fazilka \I 8 9 
840 Cawnpore II 4 II .. 
840 .. 1\ 3 8 O.R. 
838 Agra 1\ 8 9 R.R. 
443 Rai.bur III Ii O.R. 
443 Via Rai.bur 1 8 0 .. W/300 L. 

FINlSHED GOODS: pmOE-GOODS AND BLANKETS 

The marketing of finished goods is, however, more interesting 
from the railway point of view. One important feature of the 
G. I. P. Railway tariffs, which strikes most in this connection is 
the contrast in facilities offered fo~ piece-goods and blankets. 
Whereas numerous reduced rates, as special station-to-station 
rates, are available for the former class of goods, the latter 
is denied all such facilities. Seemingly, this differentiation is 
due to the fact that traffic in blanketa is far leas than that 
in piece-goods. But this differentiation is justified only when the 
traffio is offered in wagon loads, that is, if the lower rates were 
offered on wagon loads, there need be no adverse comments. But 
that is not so. Even on actual weight there is a marked difference 
in the treatment and the rates quoted. How the industry is affected 
by the rates policy,thus purJlUed will, perhaps, be better understooc1 
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by taking up the actual rates. In the statement given below an 
attempt is made to summarise the position. 

Rates per mauna from Bomooy 
Milu Station to pt-·gooa, BlMIlrdl 

llatu O. R. Rata R. R. 
R& a. p. no. a. p. 

620 Nagpur 1 11 10 1 11 10 
353 Khandwa 1 7 6 1 3 3 
616 Jubbulpore \I 310 II 010 

1223 Howrah 1 \I 9 1 9 9 
filiI Bhopal 1 15 '" 

1 11 11 
702 Jbausi I 7 0 2 6 3 
839 Cawnpore II '" I \I '" 

II 
763 Gwalior 11 11 10 I 8 6 
838 Agre \I 8 9 I 8 9 
868 Muttra I 711 I 711 
957 New Delhi S 10 3 210 3 

The position portrayed above is sufficiently clear to need any 
elaborate comments. . Blankets and piece-goods are charged almost 
the same rates with the difference of the conditiona of risk. It 
will be recalled that the G. I. P. baa an exception to the general 
classification, and charges' C' schedule rate on piece-goods, which 
is substantiully higher than the 4th. class rate. From Bombay 
centre, however, many station-to-station rates are quoted, which are 
lower than the 'c ' schedule rate. This will be evident from the 
foregoing table. It will be seen that the rates on piece goods, 
subject to minor exceptions, are similar to the 4th. class rates 
on blankets. Thus, whereas there are good facilities offered to 
the piece-goods traffic, blankets have to pay the class rate, and 
no special station-to-station rates are offered. 

The G. L P. Railway authorities may argue that they have not 
made any exception to the general classification rate on blankets, 
which is 4th class, as baa been the case with the rate on piece-goods, 
and therefore, in practice the rate on woollen piece-goods and 
woollen blankets are practically similar, as is the case with the 
other railways. This can be a very strong and plausible argumen' 
in defence of the statna quo. But, then the policy of the G. I. P. 
lends itself to criticism from the other side. One may ask if 
the G. I. P. can afford to charge the same rates on woollen 
blankets III the other r;illways do, why should ther not charge 
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similar rates on piece-goods as well? That is, why should they 
not make the 4th class rate at O. R., to which in fact the special 
station-to-station rates work out, a general rate applicable from all 
the mill centres to important consuming centres? In other words, 
the G. I. P. should charge 4th class rate at O. R. on piece-goods· 
from all cotton and woollen mill centres, and • C' schedule rate 
should be applied on piece-goods traffic other than that from the 
local mills. Therefore, with reference to the G. I. P. the charges 
should be two-fold; firstly, that reduced station-to-station rates should 
be quoted on blankets from the mill centres to important markets, as 
those quoted at present on piece-goods from Bombay; and secondly, 
the special station-til-station rates on piece-goods be extended to 
other internal mills as well. 

THANA W90LEN MILLS 

There is another woollen mill known as the Reaymond Woollel',l 
Mills at Thana, about 20 miles from Bombay. The position of 
this mill in respect of railway rates is essentially different from the 
Bombay mills as will be presently seen. In respect of raw wool 
and stores, however, there is only a slight difference of which a 
passing reference is sufficient. 

RAW JUTEBlALS 

The Thana Mills purchase their raw materiels at Bombay and 
import direct from foreign countries and hence their position is 
similar to those of ilie Bombay Mills. except that they have to pay 
transport charges from Bombay to Thana. The mills transport 
their raw materials from Bombay to the mill site at Thana through 
their own motor lorries. Therefore. the question of railway 
transport does not arise. 

FINISHED GOODS: (1) PIECE-GOODS 

Railway rates. however. playa more important part in market. 
ing the finished products. piece·goods and blankets. The mills sell 
their products to the agents f. o. r. mills. and therefore. they seem 
apparently indifferent about the rates oharged; But the effect of 
railway rates in determining "the prices at different markets. in 
competition with the output of other mills or even of imports 
cannot be so liihtly dism~ed.. as _ t~e "mill authorities seep1 ~ 
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think. Rates. 01\ piece.goods to more important markets are 
tabulated below:-

!latea per Maund/rom Thana1• 

Mila Station 10 Rak Mila Slotion 10 Ral. 

B.s. a. p. Ra. a. p. 
183 Chalit>gaon o 16 9 600 BhoPlI 2 0 3 
241 Ja)gaon 1 4 7 290 Bnrhanpu. 1 8 8 
142 Manmad 011 4 819 Cawnpore \I 13 7 
276 Amalne. 1 2 9 99 Poona 0 8 9 
333 Khandwa 1 12 3 417 Hyderabad \I 6 6 
263 Sho)"pu. 1 6 6 673 Bangalore City 2 3 7 
197 Ahmednaga. 1 011 881 Jhanai a 1 9 
218 Dhulia 1 II 8 177 Bnra' o 10 9 
600 Nagpnr II 10 II 320 Ahmedabad 1 2 II 
695 Jnbbulpore a 1\ 1 '267 Baroda o 14 11 

1200 Shalimar III 3 

Before making a comparative study of rates ou piece-goods 
from Thana and Bombay, it is necessary to analyse the foregOing 
rates. Some apparent discrepancies need to be pointed out, It 
will be seen that the rate to Nagpur for 500 miles is Rs, 2-10-2. 
but for a similar distance to Bhopal the rate of Rs. 2-0-3 per 
mauud is quoted. It seems strauge that the rate should be 80 high 
in the case of Thana, when from other centres like Bombay and 
Cawnpore the rate comes to be Rs. 1-11-10 and Rs.1-13-5 per 
maunel, for 250 and 561 miles respectively. Similarly the rate to 
Jubbulpore is unduly high, because when the rate is Rs. 2-3-7 
to Bangalore for 673 miles, it is unfair to cbarge Re. 3-2-1 for 595 
miles. The Shalimar rate is adjusted according to Bombay rate. 

But the more important question is to examine the relative 
transport position of Bombay and Thana as all'ecting the marketing 
facilities. When the two foregoing tables are brought together 
the situation becomes clear. One is impr_ed with the striking 
contrast between the two tables, and the relative advantages 
enjoyed by Bombay over Thana in matters of railway freight. It 
will suffice to take a few illustrations to substantiate this statement.' 
For instance, the rate from Bombay to Nagpur is Rs.l-11-10 for 
520 miles, whereas from Thana it is Rs. 2-10-2 for 500 miles. 
Similarly. to Jubbulpore the rate from Bombay is Rs. 2-3-10 per 

1 Vide, Leiter of the G. L P. R. No. R. Q. 3/13 dated D-D-l93lL 
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maund for 616 miles. but from Thana the ra~ is Re.3-2-1 for 
595 miles. These instauot'-s show how higher rates are levied for 
shorter distances. Again to Bhopal. Jhansi. Cawnpore. etc.. the 
rates from Thana are higher than those from Bombay. even 
though the distance in the former case is lower than that from 
the latter. 

FnrrsHED PRODUCTS: (2) BLANKETS 

Rates on woollen blankets may now be examined. We cite 
below a few rates which will give us the important trends of the 
rates policy. as effecting the marketing of woollen blankets manu­
factured by the Thana Mills. . 

Rates jJ6r Maundfrom Thana 
Mila 8tatioiI to 1/aIo Mila 8t4Wm to 1/aIo 

Ra.a. p. Rs. a. p. 
183 Cha1ispm 010 6 818 CawnpoN 211 4 
141 Jalgaon 013 6 88 Pocma 0 6 1 
176 Amalner o IG 3 471 Hyderabad 1 9 8 
333 KhaIldwa 1 2 2 673 lIaDgalore I 3 7 
263 Sho1apur ou. 7 177 Snrat 010 9 
187 Ahmednagar 011 1\ 320 Ahmedabad 1 S S 
500 Nagpnr 11010 IIG7 Baroda 01411 
500 Bhopal 11010 

Fortunately. the rates on woollen blanket.!. 88 quoted above. do 
not show so many discrepancies, as is the ease with piece-goods, 
and seem to be more reasonable. Thus, for instance. the rates on 
blanket.! to Nagpur and Bhopal are equal. the distance being the 
same in both the cases. but in the case of piece-goods. as already 
pointed out, the rate to Nagpur is higher than that to Bhopal. 
Again. unlike the ease of piece-goods. rates on blankets from 
Thana are not higher than those from Bombay. This is so because 
there are no special Btatlon-to-station rates on blankets from 
Bombay. 

PORT COKPBTlTION 

But It Is not meant to convey that these rates (OD blanket.!) 
are free from all blemishes *hich have been noted in other cases. 
There are certain most conspicuoUll anomalies which may be 
pointed out at this stlIge_ When rates paid by the Thana mills are 
compared with those charged from Bombey certain interesting 
instances present themselves.. Thus. for instance, the rate charged 
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from Bombay to Cawnpore is Rs. 2-4-2 per maund, but from 
Thana Re.2-11-4 are charged. Why this apparent discrepancy? 
Here is an explanation. The rate from Bombay to Cawnpore is 
adjusted according to the rate from Howraa to Cawnpore and there. 
fore as the distance in the latter case (Howrah·Cawnpore) is shorter 
the actual adjusted rate charged in the former case (Bombay· 
Cawnpore) has of necessity to be low. if the import traffic passing 
through Bombay to Cawnpore is to be maintained. The apparent 
anomaly is therefore explained. and justified on the plea of port 
competition. The effect of this policy on the indigenous indus· 
tries is manifestly adverse as can be seen from the present case. 
The import traffic gets better facilities at the cost of internal traffic. 
Under the circ1Jmstances one may well question the continuance 
of this port competition. As imported traffic can be carried 
more economically to Cawnpore through Calcutta port, it is 
undesirable that the same should be diverted to Bombay. Even 
on pure economic grounds. this is unjustified. because it costs more 
to carry a given load to Cawnpore through Bombay port due to 
the longer distance and the ghats to be traversed. Further. both 
the E. I. R. and the G. I. P. R. are owned and worked by the 
Government of India. and therefore such competition is undesirable. 
Even when the railways concerned are not owned and worked by 
the Govemment, they can be forced to accept a scheme worked out 
by the State. which attempts to restrict the competition between 
the railways. 

To sum up, the relative position of the Thana Woollen Mills 
(Reaymond Woollen Mills) in respect of railway rates, it should be 
noted &hat the mills have a slight disadvantage as compared with 
the Bombay mills with which they have to compete. This 
disadvantage is off-set by certain advantages in other respects which 
the Thana mills have over those at Bombay. and therefore does 
not restrict the sales of the output in the market in competition 
with the Bombay mill& In respect of raw materials. the Thana 
mills are almost in the same position as those at Bombay, except 
the motor truck charges which they have to bear in transporting 
their goods from Bombay to the mills. In marketing blankets 
also they have reasonable rates, except that Bombay has aD 
advantage in certain markets due to port competition. But the 
anomalies are more common in rates quoted on woollen piece.. 
go~ds and here Bombay has better facilities. 
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BAl!IGALOBB WOOLLBl!I MILLS 

Bangalore City, in Mysore State, is another important centre 
of the woollen industry. This is a very important !lentre of woollen 
mills in Southern Indi~but we are unable to do full jUlltice to it 
because of the scarcity of the requisite data. With refereuce to 
the location of the mills, in respect of the supply of raw materials, 
it may be noted that rIIw wool is generally purchased from the 
neighbouring districts, because Madras Presidency turns out a 
large quantity ·of wool, and has a large annual surplus for 
export. Wool of superior quality is imported. Bellary is one of 
the important districts, known for its output of raw wool, and the 
rate per maund charged to BangaloreCity is Reo 0-11-7. Wool is 
also brought from distant centtre like Kalim pong, and the rate per 
maund works out at Rs. 5-9-7. Therefore, the actual rates paid 
from different centres· vary between these two figures in general. 
Doubtless, t1!ere are some neighbo11riug .towns which supply raw 
wool, and consequently lower freight is charged from these 
despatching stations, but our general conclusions remain unaffected. 
It can fairly be said that the Banga\ore mills have no disadvantage 
in respect of raw wool as compared with other mills. 

The auxiliary raw materials or mill stores are imported 
through Madras, and the position in respect of rates on different 
articles is as follows :-

Matorialo 

Lubricating on 
Cauetic Soda 
Soda Ash 
Machinery parte 
Leather good. 
ColonrB, paints & dY68 (Div. A) 

.. .. .. (Div. B) 
Hardw ...... N. O. C. 
Gnnm68 
Soap 

A......." RaIl 
(1932.) 
Ra. .. P-
089 
080 
o 4. 10 
089 
10' 
012 8 
089 
10' 
089 
089 

P"'fDMRaII 
i (1912)' 
BI. a. P-
087 
098 
087 
087 
012 8 
098 
087 
011 8 
08'1' 
098 

In re&pect of auxiliary raw materials also, as the foregoing 
rates indicate, the Bangalore mills have no disadvantage when 
compared with centres like Cawnpore, Dharlwal or even Baroda, 
albeit Bombay and Thana mills have an advantage in as much as 

11.-16 ' .. , •. 
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they have to pay almost nothing by way of railway freight. 
Further, from the pre-war rates, it will be seen that on an IIverage 
there has been an increase of about ao per cent. There is nothing 
particular about this increase in rates, because it is common with 
(lther woollen mills and other industries. It is not our intention 
to justify this increase, but we do not wish to dilate upon this 
issue because enough has been said about this question on 
several occasions. 

But II more interesting part· of the enquiry is the marketing 
of finished products. The case of Bangalore Woollen mills offers 
II good illustration of the particularist proclivities of the Indian 
railways, as affecting the woollen industry. It would be better, 
therefore, to analyse II few rates from Bangalore, to some more 
important consuming markets, so as to precisely understand the 
nature of railway facilities offered to the mills. 

Rates per maund on pieetl-goodiJ/rom Bangalo"~ 
Station to 1lout& BoU (0. B.) 

Ra. .. Po 
Jalarpet 0 II -7 
Gunlur 1 0 0 
Bezwad. 1 8 1 
Nellore 0111 11 
POOM II 1 4-
Shalimar Waltaire I 0 0 
AhmedDagar Via Raichur I II II 
Bombay _ 

" 
PooDa II 0 1 

Ahmedabad Hogli and Dadar II III 7 
Baroda " .. " II II , 
Ajmer 

" 
POODa and Dadar 4- 7 8 

Cawnp0r8 
" " II 8 0 

Delhi .. llellarahah " 410 
Nagpur .. 3 3 8 
Amritaar " 

llell.reh&h and N.w Delhi II 1 J 
Peshawar 8 011 
Hadr .. o III 8 

TRANSPORT DRAWBACKS 011' LOCATIO!! AlIALYSIID 

It will be seen that the Bangalore mills have relsti vely higher 
rates to pay. This is due partly to the railway policy and.. partly 
to the location of the mills. So far as the markets in the vicinity 
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of the mills are ooncerned, the question of rates obviously does not 
oome to the fore; but it does assume a relatively 'greater importance, 
when more distant markets are catered for. It may be pointed 
out that woollen goods are largely consumed in cold climes, and 
therefore the mills, of necessity, have to cater for distant markets. 
Woollen goods are not in great demand in the Madras Presidency; 
because of tbe climate, and whatever demand exiats' is generally 
for finer cIasses of goods which is supplied by the imports. 
Therefore, in the first place the Ilemand for woollen piece-goods 
in the Presidency. such as are manufactured by the Indian Woollen 
mills, is oonsiderably limited, and secondly, there is the oompe­
tition of the other mills and of the imports as welL This compe­
tition increases in intensity in more distant markets as noted in the 
foregoing statement. In more important towns in the Bombay 
Presidency, the Bangalore milJs have to face the competition of 
the Bombay mills and of the Cawnpore and even Dhariwal 
Woollen mills. As for the ,markets in Upper India, they are 
almost bolted against the Bangalore mills because of the increased 
internal competition. It is needlees to say that the Cawnpor& 
mills are more important both in respect of the quantity and 
quality of the output, and therefore, it is difficult for the internal 
mills to compete in the Upper India. markets. In short, in 
marketing the output, the Bangalore mills have advantage only in 
neighbouring markets, and in the Madras Presidency, but in other 
markets. as aforesaid, they have to face the serious competition of 
other mills. This shows that the potentialities of the Bangalore 
woollen mills are considerably limited. At this point, it may not 
be irrelevant to suggest that in future no new woollen mills 
should be established in the'Mysore State, and fears, not altogether 
unwarranted, are entertained that if a woollen mill is floated in 
Madras, the condition of at least some of the Bangalore woollen 
mills would in fact become precarious. One may question the 
economio justification of the number of woollen mills actually 
working to-day in Bangalore City. It may be suggested that if 
one of the three woollen milJs located at Bangalore shifts its plant 
to Madras, the step would prove benefioial to the Indian woollen 
industry in general and the mill 80 shifting in particular. The 
present difficulties of the Bangalore woollen mills are therefore 
due to the location of the mills, the limited extent of the markets: 
alld the illterll8l competition. . 
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But, the railway situation is no less to blame. Being located 
on the M. & S. M. Railway, the Bangalore Woollen mills in 
catering for more important markets. have to deSpatch their 
consignments over two or more lines. But in matters of rate­
making, Indian railways generally follow an individualistic policy, 
and therefore, when the consignment passes over more than one 
line, no Special station·to-station rate, lower than the class rate, is 
available, which would have been obviollsly provided, if the entire 
distance had been covered by a single line. This is a common 
feature of the railway policy, as adverted to above, and not 
peculiar to the case in question. It has already been pointed out, 
while discussing the transport facilities of other mills, that through 
station-to-station rates are rarely quoted, that railways even when 
they are under common management want to be treated as separate 
entities. The case of Bangalore mills has been siDgled out, beca1l8e 
of the gt'eater traDSport disadvantage under which they have to 
labour. The G. I. P. has special c1assification for piece-goodS, 
which is higher than the general classification, and therefore when 
the consignments from BaD galore have to pass over the G. I. P. 
Section they are charged the c1ass rate, while from Bombay 
Special· station-to-station rates are quoted. The effect of thi8 policy 
is that internal trade suffers and the import trade gets an undue 
advantage over the internal trade. That end8 our survcy of the 
Indian Woollen Mill industry. We shall now briefly outline the 
important features of Cottage Manufactures. 

COTTAGB MANuFACTUlIBS 

BLAl!IKETS 

The Manufacture of blankets is scattered over the whole 
country because it is admirably adapted to the needs of the 
agricultural population, and it is from them that the demand 
primarily comes. The process of manufacture being simple, 
generally the village shepherd himself manufactures the blankets, 
either with his own wool or that purchased from the neighbouring 
areas, in leisure hours "hen he is free from his field, and the 
product he thus turns out is readily purchased by the villagers, 
often at the cottage of the producer. Rightly has the' Cumbli • 
been characterised as an article of grea\ utility at a small cost1• 

In short, Cumbli is a great source of solace aDd service to the 

1. Boo tile P~1 Mono rapba. 
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rmal masses, toiling under proverbial poverty. Cheapness is the 
secret; of the popularity of this industry, which has enabled it to· 
survive so long. In view of the strong pOSition of the industry, 
it was thought that .. the blankets will not be affected by either 
rise in wool prices or foreign competition'... Bnt history has 
shown that science can serve alike the rich and the poor, and 
therefore, we find to-day, that the blanketp, turned out with the 
help of machinery, have successfully attacked the citadel of the 
Cumbli, hitherto thonght to be impregnable. The industry shows 
unmistakable signa of decay. It will be recollected that railway 
transport has hardly anything to do with this aspect of the woollen 
industry, except that it has given added stimulus to mill compe­
tition referred to above. Here it should be noted that the 
blankets which Compete in the rural areas are generally made of 
waste cotton, which would otherwise be thrown away. The price 
of the raw material, therefore, being almost negligible, the finished 
product is sold obviously .at a low price. These blankets are 
mostly manufactured in the ootton mills within the country and 
cater for the markets in the vicinity. 

CARPETS 

The manufacture of carpets is carried on at different centres 
In private factories as well as jails, and is relatively more Important 
from the standpoint of railway transport. The carpets thus 
turned out are generally exported to Europe and America, albeit 
there is some internal demand from thJl upper and higher 
middle classes. It may be. noted that the jail competition has 
adversely affected the manufacture in private factories, because 
of the unfair advantage in labour costs enjoyed by the former 
over the latter. A few more important centres may be noted 
in brief. 

Agra is a very important centre for the manufacture of 
carpets of superior qnality in the United Provinces. .. The carpets 
produced in the Central Jail and Messrs. Otto's Factory possess 
a world-wide reputation ·'88 regards quality and durability ... • 
There are four factories. in addition to the Central Jail. 

,,' 

1. Vide, A. W. Pim'. Monograph. 
II. Vid., Report on the lItdaatrial Survay of the AS" District. 
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manufacturing carpets. The Otto Factory has its branches' in 
centres like Gwalior, Amritsar and Shrinagar'. Wool of finest 
quality is used which is either purchased locally or imported 
from the Punjab and Rajputanll. . 

Mirzapur is another important centre where carpet weaving 
is largely carried on. as an occupation subsidiary to agriculture 
by both Hindo and Muslim inhabitsnts. The number of looms 
thus working in the district have been estimated to be about 
3.000·. In the city proper there are some factories as well, of 
which the firm of Messrs. E. Hill & Co., is more important. 
Wool is imported from Agrs and Jhansi in addition to the local 
produce. The imports of wool iu the year 1920-21 have been 
roughly estimated on the railway returns as 2158 maunds. 
European firms import their raw meterials of superior qnaiity 
from Woolen mills at Cawnpore and the Punjab. Railway 
returns show that in 1920-21 carpets weighing about 11,352 
maunds were exported. Manufactures are specially suited to 
European tastes and the designs are accordingly executed. About 
90 per cent. of the carpets made in Mirzapur are expofted to 
Europe, Australia and America. . 

There are several other centres like Jhansi, Jaunpur etc., 
in the United Provinces. In the Punjab we have centres like 
Multan, Amritsar, Labore and Montgomery. From these centres 
carpets are largely exported to the United States of America. In 
Madras the principal centres are Muslipatam, Ellore, Ayyampet 
and WaIanjar. But here the industry is declining. 

From the foregoing survey it will be seen that Cnmblies or 
blankets manufactured on handlooms are generally sold in the 
neighbouring markets, and therefore the railway rates do not play 
any part either during the stages of manufacture or of marketing. 
Carpets are however important from the railway point of view, 
but the article being generally classed in the category of luxuries, 
and higher in price, the rail way rates do not affect either the 
production or consumption of goods. Besides. as these articles 
are primarily manufactured for export, favourable rates are almost 

I. Ibid, P. 13l1. 
s. Vide, Report of the Indnatrial Son-OJ of I£irzApar Diarie', p. 11. 
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invariably available. n is ·needless to dilate 0& tbls any more, 
because the rates tabulated below speak folio themselves :-

Raw fNlf" Maund Of! OflrpeIB to 'Howrah 

JlillJl SIaWm Jr- BaIo (O.B.) BaIo (B.B.) 

Ra. L P. Ra. L P. 

831 CaWDpoII! I 1 0 III 0 
465 lannpar 1 8 8 I 010 
5t9 F7zabod 1 13 0 I 6 8 
458 lfuzapur 1 8 4 3 0 , 
818 Hondabad 11011 3 9 3 
788 AgraCit]' '3 8 9 3 8 5 
879 NIQihabad 114 1 313 8 
419 ' lleDans .1 810 114 • 
816 LuckDo .. 1·0 8 III 3 

BBSUliB : 'llIB TBAIBPOBT POBlTlOII 0., WOOLLBII 

lDLLIIBBCAPlTULATBD 

Of the Indian Woollen Mills by far the most important are 
the Cawnpore and Dhariwal Woollen Mills in respect of the 
q1l3lity as well as the quantity of their output, They have been 
able to carry on speciaIisation to alimited eJEtent and their products 
find marketa throughout India. In respect of railway transport, as 
adverted to above, these JDi1ls are able to ellininate colUliderable 
"IIi'aSe in Izanspori ClOl1ts, which otherwise creeps in. with the aid of 
well-organised anangementa, both for the plll"Cbase of their .raw 
materials and the sale of their finished products. The quantity of 
raw wool plll"Cbased from the respective marketa is delivered to the 
nearest of the two mills, and thus substantiall!8viDga are effected 
iu transpori costs. In marketing again, the overlapping of the 
marketing area and the waste in transpori costa resulting there­
from, in respect of goods which are manufactured in both the 
mills, is eliminated with the aid of an efficiem marketing orgauisa.. 
tion. which has gradually developed and has been improved from 
time to time. The location of these two JDi1ls is well selected, 
especially for marketing the finished products. Being located at 
a colUliderable distance they han a substantial proteotion from the 
competition of imports. Besides, due to severe winter in the 
Northern India, woollen goods are largely consumed there, and 
Pl- marketa are relatively nearer to the mills. In fact, in 
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.certain varieties of goods, these mills enjoy almost a quasi. 
monopoly in Northem-India, because other Indian woollen mills 
do not manufacture these goods, and even if they do, they are not 
able to compete, firstly, beca1lBe of the railway rates to be paid, aud 
s~ndly, the high cost of production. Due to large scale 
production and specialisation, which these two mills have been 
able to carry out, their cost of production per unit has fallen, and 
it is to·day lower than those of other mills. 

The Bombay Woollen mills have some advantage in railway 
'freight on raw materials, both on raw wool and the mill stores. 
In respect of railway rates on finished goods as well, they have 
some advantage in the form of special station·to·station rates, 
which are quoted from Bombay to the more important consuming 
markets, especially on the G. I. P. Bnt, notwithstanding these 
special station·to·station rates, the Bombay mills snffer under a 
serious handicap, due primarily to their location, distant from the 
more important consuming markets, and the consequent higher 
railway freight. Again, the numerical strength of the mills in 
this part of the country is great, and it has been dOllbted as to 
whether India needs a large number of small units of woollen 
mills or a small number of large units. The economio Iactors are 
unequivocally on the side of the latter alternative. and the 
soundneas of the status quo has been seriously challenged. From 
the tmnaport standpoint a large number of the woollen mills in 
this part of the country has created unhealthy competition and 
waste in transport costs, not to speak of other factors. Therefore 
it is the defective organisation of the woollen mills in this part of 
the country, which largely explains the plight in which they 
have fallen to-day. 
'" It is due to the defects in organisation outlined above 
that the burden of railway rates is more severely felt. Higher 
cost of production, resulting from the lower output of most 
of the mills in this part of the country, coupled wUh the 
higher transport costs and the reduced purchasing power 
of the consumers, account for the increased amdety among the 
mill authorities, to examine the incidence of railway rates wUh a 
view to get them reduced.. But the approach of a student i8 
radically different. Finding one of the most important industries 
of the country in an unfortunate plight, he makes a disinterested 
atudy of the organisation of the industry, both its past and present, 
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and attempts to offer a scientific explanation of the difticulties the 
industry is faced with. Enough has been said about the defects in 
the organisation of the industry as an important cause of the present 
difficulties with Special reference to railway rates. It cannot be 
gainsaid that this question needs a more detailed examination which 
the limited soope of the present chapter could not permit. 

But, the rates policy has several defects which we have pointed 
out in the foregoing pages, and its effects on the woollen mills 
severally have been dealt with. These defects in the rate structure, 
which were ignored when the industry was relatively proSperous, 
are more seriously felt now that the industry has fallen on evil 
days. To-day even a slight relief which could be offered to the 
industry would have its own value. We shall, therefore, outline 
in brief the suggestions which may be helpful to the industry. 

BUGGIIIB'l:IONB 

(1) Rationalisation of woollen mills, especillly those in 
Bombay an'!.Bangalore, should be attempted. 

(2) Marketing arrangements should be improved so as to 
eliminate< the waste in transport costs. 

(3) The present rates policy should be modified as follows:­
(a) Special ststion-to-ststion rates should be fixed for . 

.. woollen piece-goods and blankets, from the mills to 
iplportant consuming markets. 

(b) Station-to-station rates should be quoted for raw wool 
from the more important collecting centres to mills. 

(c) On blankets a separate classification for owner's risk 
and railway risk should be applied. 

R-18 



CHAPTER IV 

CEMIIINT 

EVOLUTION OF THE INDIAN CEMENT INDUSTRY 

The Indian Portland cement industry is of recent growth. 
Up to 1912 there were no cement factories in India and the 
magnitnde of the imports of cement from foreign countries, like 
the United Kingdom, other Enropean countries and Japan, showed 
the extent of market available and the scope for futnre growth. 
The rise of imports from about 116 thousand tons in 1911·12 to 
about 160 thousand tons in 1912·13 was in fact tempting to Indian 
industriaIists. Naturally several companies were Boated thereafter, 
and during 1912 to 1916 the following cement companies were 
started:-

Name 0/ the COf7I1la'flY 
Indian Cement Co. Ltd. 
Katni Cement & InduStrial Co. Ltd., 
Bundi Portland Cement Co. Ltd., 

Capacity 

20,000 .tons. 
30,000 tons. 
26,000 tons. 

As a result of the outbreak of the world war, the output of the 
above companies came under the control of the Indian Munitions 
Board in 1915, and very little cement from these factories was 
available for works other than Government during 1915 to 1919. 
Besides, due to the shortage of shipping facilities the imports of 
foreign cement also received a setback and the prices began to 
mount up, and rose as high as Re. 250 per ton. The prices paid by 
the Government to the Indian cement factories, whose output they 
had controlled, ranged from Re. 42-8-0, to Rs. 70 per ton, while 
during the same period imported cement cost from Rs. 80 to Rs. 250 
per ton. It will, therefore, be seen that the estabIishment of this 
industry, just at the begiuning of the war, saved the country an 
enormous sum in the cost of an essential item of war supplies. 

The control of cement production in the country and the 
resuIting scarcity of cement available for general consumption Jed 
to the belief that the productive capacity of the Indian factories 
was far short of the aetna! and potential demand for cement in 
the country. This belief was fostered by pronouncements from 
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official circles.' The- existing cement companies' therefore- took 
steps to increase their output, a number of fresh companies in 
addition were floated. and works constructed tq meet the anticipat­
ed enhanced demand. so that in 1923 the productive capacity rose 
approximately to 600.000 tons. with a capital investment of about 
4/5 crores of rupees.' Thus, the industry recorded a very rapid 
development and the productive capacity outstripped the demand 
for cement in India. The Indian Cement Company whose manag~ 
ing agents are Messrs. Tats Sons, Ltd.. opened another factory at 
Banmore.1mown as the Gwalior Cement Company. and under the 
same managing agency a third cement company -was floated 
under the name o~ the Shahabad Cement Company. Therefore 
Tats Sons alone have three cement factories working at different 
centres which will come for detailed reference later. Thus, the 
growth of the cement industry during the post-'WlIl' boom. during 
1919 to 1923. was at once rapid and remarkable. 

TBB ORGANISATION 011' TBB INDUN CBIIEl!TT INDUSTRY 
WITH BPBCIAL RBFBRBNCIII TO TRANSPORT 

From the foregoing brief review of the early growth of 
cement factories we now pass on to the study of the organisation 
of the industry. Due in no small measure to the peculiar 
distribution of the various raw materiala requisite for cement 
productiion. railway transport has come to play a very prominent 
part both in the production and marketing of cement. The 
location of a factory is determined by the Vicinity to raw 
materia1a.· coalfields and markets. Indian cement factories are 
faced with pecnliar difficulties. they have to carry their coal from 
distant coalfields. and their markets are primarily centred in ports. 
distant from the factory sites. necessitsting heavy railway transport 
charges. Besides. in port towns the importer has a considerable 
advantage which increases the intensity of competition and makes 

1. "After the war when the works at p ....... t in abeyance will he continned 
the requirements will be greater than .Wl' ......... the ontpnt of _ th ... 
factories b.inl very much short of the p ....... t demand _. it will 
obviously not BUlIice for future requirements and th ... Is at.iIl room for 
addiuonal works in other parte of India." 
rid<, th."Indian lolnuiuons Board Bandbook." 

t. FilraIOII of capital investment quoted in the Evidence Volume of T.lI. 
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the question of transport vital for the very existence of the 
indigenous industry. The problem is primarily one of railway 
transport, which w!ltnow propose to analyse. 

THB O. P. OROUP 011' II'ACTORIES 

For the convenience of the study of the cement industry in 
its relation to railway transport, we have tried to group the several 
factories according to their geographical situation wherever 
possible. It has, however, been found that grouping has been 
possible only in two cases, Katni and Kathiawar groups, because 
most of the factories are scattered over the wide range of the country 
form Wah in the Punjab to Dwarka and Porbundar in Kathiawar, 
Shahabad in the Deccan and Japla in Bihar and Orissa. Apart 
from the advantages or otherwise of this distribution, what is 
intended to convey here is that a convenient grouping of all the 
factories is impossible. 

The Katni group comprises three cement factories, the Katni 
Cement and Industrial Compauy. the Central Provinces Cement 
Company and the United Cement Company of India. The Central 
Provinces Portland Cement Company was registered under the 
Indian Companies Act in 1919 and started working in 1923. The 
shares of the Company are held by Indians as well as Europeans 
resident in India. The factory is situated at Kymore near Jukehi, 
on the G. I. P. Railway, and the capacity of tIl-e plant was 100.000 
tons of cement every year.1 As for raw materials. lime-stone and 
clay are available in good quantities on the Company's own 
property within a mile. Gypsum is brought from the Punjab and 
Rajputana by rail, and the freight paid is fairly heavy. n varies 
from about Ra. 20 to Ra. 23 per ton. Rajputana is nearer and the 
freight is about Ra. 18 per ton, but the quality of the Rajputana 
gypsum is inferior. I The vicinity to coalfields is a clear advantage 
which has helped to reduce the costs appreciably. BUlbar coal 

1. The plaut of the Company is beiDl! CODBtantJ,. broughl up-to-date 
consisting of " cia,. mill, crnshing houae IIIId ... mill, t~ rotary 
lrilna, coal plllJlt, cement grindiujr milia IIIId ~ ailOl for atorap of 
cement IIIId is electricall,. driy.... The _t .. pacity of the faetory 
therefore has risen to lSO,OOO tous per 1lllUum, the \arpIt cement 
works in India. 

I. Vide, Evidenoe of Mr. CaptliD, Evidence Volame, Po 67. 
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from C.P. is used for boilers, but its quality being 'ow Jharia coal is 
brought from a distance of about 500 miles for kilns. The factory 
therefore, is relatively better situated in l"eIqlIlCt of' ooalsupply. 
The more important markets of the factory are Bombay and 
Calcutta both of which are equidistant from the factory, about 
650 miles. 

The Katni Cement and Industrial Company was fioated in.1912 
as a llublic limited company and the capital invested is primarily 
Indian. All the Directors are Indians. The factory is situated at 
the village Tikuri about 2 miles from Katni junction of the G. I. P. 
and B. N. Railways and commenced working from January 1915. 
Both cement and fire bricks are manufactured. Limestone and 
clay are obtained mainly from the quarries in the neighbourhood 
of the factory and only a small portion has to be railed from 
another quarry at a distance of about 20 miles. Gypsum is brought 
from Marwar. As regards the coal supply C. P. coal is used in the 
boiler which has to pay a freight of about Rs. 2-6-3, and kiln coal 
is brought from Bengal over 450 miles and RB. 8·8·0 per ton is 
paid for the railway freight. The markets are the Bame as those 
of the C. P. Cement Company. The maximum capacity of the 
plant rose to 85,000 tons in 1930." The cement is manufactured 
by .. wet" process, and in addition to the ordinary cement the 
factory turns out a rapidly hardening cement known as 
.. Katnierete". 

The United Cement Company of India has its factory situated 
at Mehgaon, about 6 miles from Jukehi station on the G. I. P. 
Railway, to which it is linked by a siding rnnning from the Works. 
This company was originally fioated as the Jubbulpore Portland 
Cement Company in 1920 and commenced working in 1922, 
having a maximum capacity of 60,000 tons. In 1927, however, 
the Company was reconstituted under the present name and the 
capacity of the plant is at presellt about 45 to 50 thousand tons 
per annum. As for the raw materials, limestone and clay are 
found in large quantities near the factory and gypsm is brought 
from Marwar. Coal supplies are brought from Burbar (0. P.) and 
Bengal coalfields. The principal markets of the factory are in the 
eastern parts of the country. 

1. .. Capital", December 1931. 
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THE KATHUWAR GROUP OF FACTORIES 

The Kathiawar cement factories are situated near the ports 
and thus have an advantage in marketing their produce. The 
factories are two in number, the Indian Cement Company and the 
Okha Cement Company. The Iudian Cement Company was 
registered as a public company in 1912 with a capital of 
Rs. 12,25,000 which was raised in 1916 to Re. 19 lakhs, and the 
authorised capital was raised from 20 lakhs to 60 lakhs in the 
same year. This increase in capital was brought about with the 
object of extending the oompany's works at Porbundar and also 
the extension of the company's undertaking by the formation of a 
subsidiary company for the manufacture of cement in the Gwalior 
State in Hyderabad. The WorkS are situated in Porbuuder State. 
Limestone and siliceous stone deposita are situated on the 
Porbundar State Railway, about 7 miles from the Works, sidings 
connecting the same; and the requisite clay is obtained from the 
alluvial deposits adjoiuing the works site. It has to be noted 
that though the Porbunder qarries are situated only at a distance 
of about 10 miles from the Works, the cost of transport rose 1.0 
Re. 5-0-0 per 200 maunds of limestone in 1924, because of the 
trausference of the railway line from the Porbunder State to 
the Gonda! State. When, however, the line was re-transferred 
to the Porbunder State, the Company made representation to the 
State authorities for a reasonable reduction in rates and the request 
was granted. One importaut fact that emerges out of this con. 
sideration is the importance of transport costs which can make 
and unmake industries. The fate of our cement industry 
depends vitally npon the attitude of the railway authorities. 
Gypsum is the only other raw material needed but the deposits 
of needle-shaped pieces of gypsum mixed with olay occur on the 
marshes within a few miles of the Works; besides, the total con· 
sumption of gypsum does not exceed 5 per cent. of the output of 
cement. Coal is not within easy reach of the factory and has to 
be brought from a distance of about 1442 miles. The cost of 
transport here becomes very important. Thus, when the company 
'W8S started it was estimated that Bengal coal wonld not cost more 
than Rs. 15 per ton at the Works. Subsequently, however, dne to 
freight diffionlties the railway rates were enhanoed"~so that in 1914 

L Vide Evidence recorded by tbe Tl¢lf Board. 
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the actual. cost 'of coal rose to Rs. 30 per ton delivered at Works.1 

This was because the coal which formerly used to have rail-cum-sea 
route to PorbunWir' was forced to the alternative rail route for the 
enthoe distance. With th~ resumption of rail-cum-sea route the 
transport charges have fallen again and to-day the freight is about 
Rs. 14-8-0 per ton from Bengal. Ii; is clear, therefore, that the 
freight on coal is a heavy charge, more so because about half a· ton 
of coal. is required for every tone of cement produced; coal 
forms the principal item in the cost of production of the cement 
industry. . Of the total amount of coal consumed, a part is brought 
from C. P. coal collieries, viz. Parasia, and Iklerah and the railway 
freight paid is Rs. 11-12-6 per ton." In view of the great distance 
between the factory and the colliery the freight on coal is not 
heavy, but the surcharge of 15 per cent. which the Railway Board 
has now levied is sure to increase the cost of production of cement. 

Another cement company in Kathiawar is the Okha Cement 
Company, situated at Dwarka, a sea-port. This Company was 
fioated in 1928 for the purpose of acquiring and ra-starting the 
cement factory of the Dwarka Cement Company. The factory 
was originally constructed in 1919 by the Dwarka Cement 
Company and commenced working in 1922, with a capacity of 
100,000 tons. The capacity of the works as reconstituted at present 
is 80,000 tons per year. The site of the Works at Dwarka is about 
18 miles from the all-weather port of Okha and is also on the 
Junagadh and Dwarka Railway. It is therefore in a good position 
to serve Western India with cement by rail and to export to other 
ports. The raw materials used are limestone, clay and gypsum. 
The firsl two are drawn from local quarries situated within 2 miles; 
limestone is blasted by means of gunpowder and then loaded by 
hand into the trucks, the truck being drawn to the factory by steam 
locomotives; and clay is dug from the pits and tranSported to the 
factory in a similar manner. Gypsum is obtained from Navanagar 
State which is situated from the factory at a distance of about 40 
miles. The relative cost per ton of the_raw materials in the year 
1923 was as follows :-

Stone 
Clay 
Gypsum 

1. Vide Chapter on the Coal Industry. 
I. Vide, Coal Tari1f, G. I. P. Railway. 

Rs.17G 
lIa. 1 13 0 
Rs. III 10 II 
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. This shows the relative importanoe of the diJierent raw 
materials in the cost of production of this factory. In the ease of 
gypsum the freight is a bit high but the consumption of gypsum is 
only about 4 per cent. Mr. Acharya of.,Dwarka Cement Company 
stated before the Tariff Board that" whereas stone and clay were 
about 125 and 40 thousand tons respectively, gypsum consumed 
was about five thousand tons only in 1923."1 As for the ooal 
requirements of the factory, it is just similar to that of its confrere, 
the Indian Cement Company, because coal nsed in boiler is brought 
from C. P. and for kilns from Bengal. During 1923 and 1924 even 
Bengal coal was brought by rail due to freight difficulties as pre­
viously adverted to, and therefore the railway rates charged then 
were about Rs. 14 per ton for C. P. coal and Rs. 20 to Rs. 21 per 
ton for Bengal coal. Later, however, the rail-cnm-sea route and 
the reductions in railway rates on coal lowered the cost of 
transport. 

BUNDI PORTLAND OEMENT COMPANY 

Now we shall review the position of cement factories other 
than those of the foregoing two groups. The Bnndi Portland 
Cement Company, or as it was then called the Bundi Hydraulic 
Lime and Cement Company, was registered in 1913 and manu­
factured both cement and lime; it assumed its present name in 1916. 
The Company has a capital of Rs. 40 lakhs in shares of Rs. 10 
each, and the factory is situated at Lakheri in Bundi State, 
Rajputana, on the main line of the B. B. & C. I. Railway, Nagda­
Muttra section, about 600 miles from Bombay, the capacity of the 
plant being 160,000 tons per annum. The important raw materials 
are limestone and gypsum. Clay is not required because the 
limestone available in the Company's quarries contains silica and 
aluminia in the requisite proportion. The limestone quarries 
are situated about a mile from the Works. The mining 
lease is obtained from the State on the payment of a royalty. 
From the evidence recorded by the Tariff Board we gather 
that ' the miuing lease entered into with the Bnndi State 
stipulates a royalty of Rs. 2-8-0 per 100 cubic feet of 
limestone, and extends to a period of 30 years with option of 

1. Vide Evidenee ....,nled by the T. B. 
J. Supra, Po 231. 
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renewal.' G"ypsum is partly obtained from Jodhpur and Manvar 
and partly from the Salt Range of the Punjab. Coal for kilns is 
obtained from the Bengal coalfields from a distance of about 800 
miles, and for boilers from C. P. over 500 miles. The freight on 
Bengal coal was Rs. ~ per ton in 1916 which grsdually rose 
to Rs. 12~ in 1924. From C. P. the freight was about 
Rs. 9~ per ton. Now it has again been reduced, but it cannot 
be denied that the distance from the coal fields is great and hence 
the railway freight presses heavily, though it is lower per mile. 

THE GWALIOR CEMENT COlll'ANY 

The Gwalior Cement Company was registered in 1919 as 
referred to above; it is controlled by the Indian Cement Company. 
The factory is located at Banmore, on the G.I.P. Railway, 12 miles 
north of Gwalior City Station, close to the main broad gnage line, 
from which sidings enter the works to facilitate the receipt of coal 
and stores, and the despatch of cement direct from the warehouses 
to stations anywhere on the broad guage lines of India without any 
transhipments. The output is 45,000 tons of cement per annum, 
and the entire plant has been so designed as to permit of doubling 
the output at an expenditure of about 20 lakhs; the present bUild. 
ings being large enough to contain the additional plant, while 
several sections of the existing plant already have a capacity 
sufficient for twice the present_production. 

As regards raw materials, limestone is obtained from the hill 
of limestone situated at a distance of about 32 miles from the 
Works on the Gwalior State Railway. Clay is obtained from 
deposits within a mile of the -Works. The limestone is quarried 
lind transported in 16 tons capacity high·sided bogie wagons on the 
Gwalior Light RaIlway running from the quarries to the lll'llIIher in 
the factory. Clay is transported by means of donkeys. A cess of 
RB. 1-4-() per ton of cement going out of the Works is levied by the 
Gwalior Durbar in lieu of royalty on raw materials, concession 
charges, etc. Thus railway freight on raw materials is not very 
material; even gypsum which is brought from Marwar does not 
affect the cost appreciably. Freight on coal is an important item. 
Coal is obtained from the Bengal coalfields and from the Central 
Provinces collieries, half to half, being used in kilns and boilers 
respectively. The-cost of coal in 1925 was Rs. 1~ per ton fo~ 

R-17 
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C. P. and Rs. 20-0-0 per ton for Bengal coal, f.o.r. Banmore. Of 
this Cost, the railway freight was Rs. 6-11-0 and Rs.Io-8-0 per 
ton respectively. Now, of conrse, .both the prices of coal and 
freight thereon have been reduced, but it would be Idle to deny 
that the factory, In common with others, suffers from the natural 
disadvantage of being distant from the coalfields. 

THl!I PUNJAB PORTLAND CEMENT CO. 

The Punjab Portland Cement Company was estabIiehed in 1920 
and the factory started working from 1923. The factory is sitnated 
at Wah, Attock district, on the main line of the N orth Western Rail· 
way, about 30 miles .north of Rawalpindi, with sidings into the 
Company's property the plant consists of two rotary kiln units 
with a capacity of 80,000 tons, the power being driven from the 
steam tnrbo·alternater. The raw materials used are limestone, 
clay and gypsum; the first two being available in the vicinity of 
the factOry, and the last is brought from Dandot in the Salt Range 
about 250 miles away. The coal requirements of the factory are 
drawn primarily from the Bengal coalfields, at a distance of about 
1250 miles aud the freight paid amounted to about Rs. 15 per ton 
in 1925. A' small quantity of coal is also obtained from the 
Makerwal collieries which are only about 125 miles off entailing 
freight of about Rs. 5 per ton, but high floods of the river Indllll 
coupled with other circumstances make the supply of the coal 
from this source uncertain. This factory, therefore, has a great 
disadvantage In coal supply due to its remote location from 
the Bengal coalfields. 

THl!I 8HAl1ABAD CEDNT con ABY • ,. 

The Shahabad Cement Company was registered In 1921, with 
the object of exploiting cement making raw materials in the 
Nizam's Dominions, and supplying the markets of Southam India, 
where other factories were at considerable disadvantage due to long 
distance and consequent heavy cost of transport. The factory 
commenced production In 1925. It i8 situated at Shahabad. 
Deccan, on the G. L P. Railway mainline from Madras to Bombay. 
with sidinsa into the works. The equipment is up-to-date, having 
an annual capacity of about 100,000 tons. 

Limestone and clay are brought from the Company'. own 
'lnarries about 3 miles from the factory on a Light RailWIIT, brthe 
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Company, Gypsum is obtained from Badwari in Jodhpur State. 
Coal requiPementa of the factory are met largely from the Singarini 
oollieries (Nizam's Dominions), and the balance from the Bengal 
Coaw.elds. The distance from the Bengal coalfields is great and 
therefore the freight on Bengal coal is an important item in the cost 
of production of cement. No doubt Singarini coal, being available 
nearby, relieves the burden of freight charge, because for power pro­
duction Singarini coal is used, and-a mixture of Singarini and Bengal 
coal is used in kilns. But due to the longer distance over which 
Bengal coal has to be carried from the field to the factory, we are 
informed that Athe average rat~ of freight paid on coal per ton of 
cement amounts to Rs. 4-4-0",' This is interesting because it 
indicates the importance of coal in the production of cement 
and the serious handicap under which our factories work as com­
pared with their foreign rivals. It should be noted, however. that 
the existing rates for carriage of coal from the Bengal coalfields 
are not heavy compared to the freight rates oharged en other 
commodities and work out at '069 pie per maund per mile as 
against ·152 pieper maund per mile on the Singarini coal. • 

THB Bon VALLBY PORTLAND CEMENT COMPAlilY ,.. 
The Sone Valley Portland Cement Company was started in 

1922 and its workS are situated at Japla, on the E. I. Railway. 
The raw materials used are limestone and shale, the former 
being supplied from Rohtas quarries, about 5 miles from tl\e 
works on the other side of the river being- transported by a 
rope_yo Clay is available in the vicinity of the factory. Gypsum 
is brought from Jodhpur. For generating power, Bengal coal is 
nsed arid is brought over a distance of about 200 miles, the freight 
charge being about Rs. 5, per ton. Thus, the comparative proxi­
mity to coalfields, which this company possesses, brings to relief the 
strength of the factory and its lower cost of production. One 
more fact should be noted in the organisation of this factory 
which affects the cost of production. It is furnished throughout 
with automatic appliances so complete that from the time the raw 
JDBterials enter the mill until the finished cement is filled into 
~ sack they are untouched by hand, the manual labour being 

1. Information received from the ~ta of the Shahabed Cement Co. 
8. For I detailed diocussion refor to the Ohapter on Coal Ind1lStrf. 
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required only to tie the sack. The factorY has cost more than 
Rs. 80 lakhs to build and equip and the plant has recently'been 
.doubled. This company man~es "Rohtas" cement and 
"Rohtacrete rapid hardening cement". 

,We may now summarise the conclusions regarding the cement 
factories in India. Indian cement industry possesses appreciable 
natural advantages in respect of raw materials, because limestone 
and clay of excellent qualities are available in the vicinity of the 
factories. Gypsum, another raw material, has to be carried over 
long distances and the cost of transport is a little high; it is not, 
however, a very heavy burden as it forms only 5 per cent of the 
final product. In reSpect of coal 'supply the cement factories are 
working under great disadvantages and the freight on coal raiseS 
the cost of production unduly high. Again, from the location of 
the factories, it has been shown that port towns are distant. Thus, 
the whole sitmtion in regard to organisation and production seems 
to be eBcouraging. The freight on cOal, which the Tari1f Board 
recorded as a very serious item i.il the cost of production,. has also 
been lowered subsequently, though the plea for Special concesSion 
on coal freight has not as yet received due consideration at the 
hanIiB of the Government of India or the Railway Board, the 
industry has recorded a steady progress and further progress may 
be expected in the near future. 

THE JURKBTING 01' INDIAN CEMENT 

Having done with the production of cement we may now turn 
to marketing. We propose to study the marketing of Indian 
cement and the freightscbarged thereon before 1925 and the altered 
arrangements after the inauguration of the Cement Manufacturers' 
Association. This broad division in our survey is necelmrY, 
because the inefficiency, the reckless and cut-throat competition, 
inter 88, of the cement factories, which characterised the period 
before 1925, came to an end soon after, and the era of stabilisation 
of prices commenced. In the stability of internal prices of cement 
and the re-organisation of the marketing system. we trace the 
seeds of the present prosperity of the industry. The interesting 
contrast between two different stages in the development of the 
industry will bring to relief object IeesolUl, for oilier industries 
tl1 Ieam. 
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THill IIIBA 01' OOMPIIITlTlON 

In this pre.consolidation era, or the era of competition as w~ 
have characterised it, the poliey pursued Was one of undiluted and 
self-seeking individualism. This defect was natural in the early 
growth of the industry and was noticed by the TariIE Board, who 
oOOtirVed, "that the period of intense internal competition cannot be 
of long continuance".' This epoch of unrestricted competition is 
of interest, because it brought home the baneful elEects of mutual 
mistrnst and misunderstanding, the escape from which Jay in 
making combination and consolidation t1)e watchword of the policr 
to be pursued. The remedy Jay within; the ending of "internecine 
conflicts" was the proper cOlirse to resort to. It was pointed out 
that .. the primary remedy for the complaint from which the 
industry is suf!ering lies in the hands of the manufacturers them. 
selves. Costs are high, and prices are low, simply because there 
are two many factories, and it is within the power of cement 
oompanies to reduce this state of af!airs to-morrow if the' choose 
to do so. If they are unable to-come to an agreement and prefer 
to pursue a policy of' mutual extermination, the remedy' will 
automatically be applied by economic forces."· ,,,,' .. 

In order to realise the nature of the problem before the 
industry, we shall in the first place outline the wastes in transport 
costs involved, and the higher railway freighta which the cement 
f8ctories had to pay in ,marketing their output in the competitive 
areas. The ports are the competitive areas. They are the largest 
consumers. of cement. Both the Imported and the local cement 
try to obtain a market in the ports. The local factories were 
situated at a distance from the ports. Besides the factories which 
were situated nearest to the ports like Bombay and Calcutta, even 
others, which were at a much greater distance tried to sell their 
products in these ports, and thus paid heavy railway freight. In 
this elEort, sometimes, they quoted prices below cost of production. 

FREIGHT PAID BY THill O. P. GROUP 01' FACTORIES 

Olll CEMENT 

We now pass on to the detailed' disctulsion of the railway 
freight paid. by the cement companies. The C. P. group of 

1. Vide, Report' of tho T. 11. Para. 81. 
1I. Vide, Rel>Ol't'6Uli.eT, B;J'an ell; " - ' 
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factories, have common markels, and it 'WIIS admittedl before the 
Tariff Board that the intense internal competition deprived them of 
reaping the advantages of geographical position in markets nat1ll'll1ly 
protected from foreign competition." Prices being reduced to an 
nTeducible minimum even lower railway freight would not have 
helped the industry. Transport advantages were neutralised. In 
the port markets, too, the position was no better. From the 
evidence placed by the Central Provinces Portland Cement 
Company before the Tariff Board, we get an idea of the railway 
freight which the Company had to pay in placing its cement In 
different· port markets":-

M .... it.' Jl'rug'" Prie. 

R&. .p. R&. 
Bombay. 1& 8 0 68 
CaIOlltta 11 0 0 82 
Madru SO 0 0 81 
Karachi 28 , 0 19 
BangoOIi 2& 0 0 16 

Tb.e markets shown in the above table are important port 
towns, which taken together consume about three-fourths of the 
total cement consumed in India. But the freights tell a very 
.interesting tale, varying as they do from Rs. 11 ~ per ton in the 
;ease Of Calcutta to Rs. 31HH> per ton for Madras. It brings to 
relief the importance of freight charge in relation to the distance 
.between the factory and the port towns. It is needless to point 
.out that an article like cement cannot bear a freight oj Rs. 30 per 
ton; it is uneconomio. This is due not to the higher freight per 
.mile but to the longer distance over which cement had to be 
carried to reach these markets. It is clear, therefore, that markets 
like Madras, Karachi and Rangoon are not within the reach of C.P • 
. cement factories.. This fact is further explained when we look to 
.the column of prices. These are the prices at which the company 
could place its cement in the respective markets. But the aetual 
~lling prices as quoted from dey to dey in the markets were far 
below these figureS. . The highest price which Indian cement could 
then fetch was Rs. 64 per ton. Sometimes the price realised was 

1. Vide, Evid""ce recorded by the Tarilf Board, P. IOI·IOlI. 
S. Compiled from the evideuce of O. P. Portland CemeIIt Co. 
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far below this.!. But eVen assuming that the highest price could be 
realised, the figures indicate that the factoriee would have to sulfer 
loSll in almost all the market!!. except Calcutta, varying from Rs. 2 
per ton in Bombay to Rs. 11 per ton in Madras. Except Calcutta; 
other markell were thezefore uneconomic for this group of factories. 
Besides, the relative disadvantage in respect of freight charge, Under 
which the factoriee worked ae compared with their foreign 
competifmB, becomee manifeet when we recollect that Britisli 
cement paid only Rs.12 per ton by way of freight charge to Indian 
porbl, ae against the heavy freight paid by the Indian factories. 

We have thus eetablished the fact that the freight charge wae a 
serious item, due partly to the geographical location of the factories 
and partly to the internal competition. 

The anomaliee in ratee policy may now be analysed. The 
freight from C. P. Cement oompsniee to Bombay worked out 
ae lIDder:-- . 

Frat:ItwtI FrtigTae~ ... /oil. 
11& .:p.. 

TlIe Oentral PlOvin ... Portland CemIGlt Ckunp .. y 16 8 () 
The KatDI Cement & lDduatri&1 CoInp..,y 18 8 0 
ne Jubbulpore Portland Cement Company 15 8 0 

While it would be idle to deny that ocean transpottis 
cheaper than land transport, one cannot help thinking that railway 
freight on cement wae high and restricted the marketing area of 
Indian factories. One of the reaeons for the high freights can b8 
traced to the indi"idualisUo tendencies of the Indian railways 
already rafljRed to. In quoting teleecopio rates Indian railways 
lake into ooDlideration not the total distance over whicli. the 
oonsignrD.ent hae to travel, but the distance of each individ1l8lline 
covered 'separately. Thus, for Instance, the cement deepatched 
from the 0. P. Portland CemeDt Compsn."s siding to Bombay had 
to pass, before 1925, on the E. I. Railway over 67 miles, anet 
thereafter .on the G. I. P. Railway over 616 milee, the freiSht 
charge being :as. 4-13-0 in the former case and RI!. 10-0-0 in the 
latter. The G. I. P. Railway l"IIte W88 baaed on 'G' teleecoplo 

J. On a tend ... of tho Stores Department the price .qIlOted b, tho 
Jubbulpore Portland Cement· Compo1l7; which got tho ord ....... 
11& 118-111-0 p... toll lo.r. Works, a price loworthall that of the~rtod 
OOIIl61lt bw 11& 15. . 

Vide, Evidence, Vol. T. B. 
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sch~ule1. and if the'rate quoted to Bombay had been calcnlated 
on the total distanoe, the freight would have been substantially 
lower. With the transference of t4is line to the G. I. P. Railway 
in 1925, this handicap has di~ppeared but the policy of quoting 
schedule rates on the entire distance travelled, irrespective of the 
individual railway lines. bas not as yet been adopted. even on 
those lines which are owned and directly managed by the State. 
The Indian manufacturer is in most case at a great disadvantage. 
owing to the great distance from the factory to the markets and the 
number of railway lines over which the consignment has to travel. 

XATHIAWAB GROUP OF FAOTORIES: FREIGHT ON OEMENT, 

The Kathiawar group of factories is situated near the sea 
ports, and as such they have a relat.ively favourable situation for 
marketing. Their principal markets are the port of Karachi, 
Bombay and Madras, Kathiswar and Gujarat." 'As regiu-ds the two 
important markets. Karaohi and Bombay, the factrories enjoyed de 
facto advantageons location, being at a distance of 300 and 260 
miles respectively. The freight charge, therefore, which they 'had 
to pay to these two markets was Re. 6-<H> per ton to either 
market. The relative advantage as compared with other Indian 
cement companies is obvious; the other factories which despatched 
their output to Bombay were C. P. oement companies, which bad 
to pay Rs. 15-8-0 per ton as railway freight. and the Bundi 
Cement Company at Lakheri paid Rs.12-1o-S per ton to Bombay. 

INTERNAL AND EXTERNAL COMPETITION 

In Bombay and Karachi the Kathiawar companies had to 
face the competition of internal factories as well ~ as the 
foreign importers. The Co P. factories and the Lakheri Works 
oompeted with Kathiawar factories in Bombay and paid relatively 

1. • G' telescope schedule WIll, .. foUowa:-
Pie per maund 

per mil .. 
1 to 100 mil ............................. O· S4 

101 to BOO mil ............................. O.IO 
-1100 to ~ milea. .......................... O·175 
over 400 milea. .......................... O·lO 

But u.. rate quoted hum Katui WIll special which worked ont at u. 7·10 
per maund .. agaiuet ... 11-9 per maund which WIll the echedal. raW. 

I. Vide, Evidenoe Volume, T. B. Report OB Cemeat. 
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higher freight charges. This was economically feasible', because, 
as we saw before, the Kathiawar factories were, and to some extent 
still are handicapped by higher railway freight on coal which they 
have to get from Bengal. the'entire journey being on the railways. 
This diversion of traffic from rail-enm-sea route to entire land rout 
had doubled the cost of coal. In the Karachi market, however. 
their position was more secure in respect of competitipn from 
internal factories. because in this case they could secure cheap 
coastal shipping facilities in marketing their output. 

Besides the competition of internal factories, there was the 
competition of importers in the port towns, because they could 
land their cargo directly from the ship without having to pay any 
railway freight. -We shall analyse this pbint later. The importers 
undoubtedly had to pay an import duty of 15 per cent. ad valorem. 
which worked out at about Rs. 9 per ton. but this disadVantage was 
neutralised by the cheaper _sea freight they had to pay, which for 
British cement, was about Rs.12 per ton landed at port. The Indian 
factories per contra had to pay higher freight. except in the case of 
8 few which were better situated. Further, due to lack of adequate 
coastal shipping facilities. the factories could not exploit the natural 
advantages of their location. The irregular shipping facilities and 
relatively higher freights limited the markets of these factories." 

1. Mr. Captain in hi. evidence depoaed, "There iB the Dwar ka Cement 
Company situated on the eoaat quite clo .. to Bombay. They bring their 
0081 by water and Jet we under·aelI them quite .asily. Their co.t iB 
higher and we have got no difficulty in competing with them in Bombay." 
Vide Evidence Volume of T. J!. 

S. Tha.Indi.n Cement Company pointed out before the T.riff Board:­
... PI .... like Singapore, Java, Sum.t.... Aden Persiau Gulf and 

Meaopotamia would be the moat natural outleta for the output of 
this Company, .. the distance. from the port whe~e. thiB factory 
iB .ituated to the mark.ts named are _.horter than for other competing 
countries, provided reasonable freigbts a ... granted by the Sbipping 
Companie& Thia Company ia annu81ly importing 1,600 tone of cement 
from its !actory to Persisn Gnlf by country .... fta. Exports to 
otb.. pla ... m.ntioned above is not possible by country .. afto, but 
it Is very probabl. with .... on.bl. ocean freight, the p .... nt 
steamer frelghta b.ing prohibitive. J.pen ia .ble to export cement 
to -Sing.pore, J.v •• nd Sumatra owing to low f .. ights given by ita 
State subeidiaed etoamship companies, whilet India Is uneble to do 

- ...... Vide Evid.nce Volum. of T. B. Report on Cement. 

R-18 
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RAlLWAY TRANSPORT FAOILITIES 

When we turn tQ railroad transport facilities, the seemingly 
favourable location of Kathiawar factories receives a further shock 
and the marketing area is obviously restricted. The most important 
railways over which the traffic passed are, the Porbundar State, the 
Gondal State, and the Morvi State, the Bhavanagar State, the 
B. B. & tl. I. Railways and the G. I. P. Railways. The Kathiawar 
Railways were, and still are worked as separate systems, and 
frequently pursued block-rate policy which handicapped the 
cement factories in marketing their produce in internal markets. 
Besides, other Railways too, like B. B. & C. I. and G. I. P., quoted 
telescopic rates only on the distance travelled on their own lines. 
A rough idea of the freight position can be had from the particulars 
given below :-

Freight Rata ,1 pie 1161' mauna per mik 

KGlAia1DM Bail .... ,. 

The rate i. RI. O·t·O 
per mile per one metre 
gauge wagOD of 7 toOl 
and 7 owts. whioh comes 
to O'llf pi. por maund 
pormll ... 

B. B. '" C. 1. BaV_ 

Th. rote is haled on 
'H' tel"'OI!io ochedule:­

Mil.. Pie 
1 to 76 - 0'30 

76 to 800 - 0'17 
801 to 600 - 0'15 
Over 600 - 0'10 

G. 1. P. 1l4il.,.., 
Th. rote is haled on 'G' 

tole_plo IOhedule :­
Milu PM 

ltolOO - O'llt 
JOJ to '00 0'20 
201 to 400 0"16 
Over 400 - 0'10 

The facts outlined above give only a rough indication of the 
real position. In respect of Kathiawar railways the freight of 
O· 24 pie per mannd per mile is apparently moderate, but becomes a 
little pressing when we remember the number of railways over 
which the traffic has to pass, each having a diJferent rate basis. The 
schedule rates of the B. B. & C. I. and the G. I. P. Railways 
similarly fail to reveal the real difficulties of the industry because 
the lower freights quoted on long diatanoe traffic, say of 400 miles 
and over, could not be enjoyed by the consignment shipped from 
Porbundar destined to some station on the G. I. P. Railway in 
C. P. or Berar, because the total distanoe travelled was on 
numerous lines, each charging the freight for the distanoe travelled 
on ita own line irrespective of the other lines. No wonder then. 

1. Vide Evid ..... of the Indian Cement Company before "'" T. B. 
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if the cement factories had to pay a higher freight. Let us clear 
the position by a few illustrations' :- . 

X",""'. 10 Frtig/IJ from PorbulltlGr • Frtig/IJ from Bomb", 
( per toll) (pe. ton) 

Ba. .. p. Ba. .. po 
Aime. 16 11 0 Ii 11 0 
Ahmedabad 11 8 0 9 1 0 
NagpUt 86 8 0 IS ~ a 
Surat 13 , 0 6 10 10 
Poona 14 4 0 , 4 0 

The table clearly shows the peculiarities of railway rates policy 
and the advantageouS position of the import traffic. Cement 
despatched from Porbnndar to Ahmedabad has to pay higher 
freight tlian that from Bombay to Ahmedabad because in the former 
case the consignment has to travel over the Porbundar, Gonda! and 
Bhavanagar State Railways before it reaches Wadhwan, from where 
it is taken over by the B. B. & C. I. Railway to be carried over to 
Ahmedabad, while in the hitter case the consignment is carried 
direct to Ahmedabad by the B. B. & C. I. Railway alone. Similar 
is the case with reference to traffic to Surat and Ajmer. In the 
case of Poona the number of rail~ys over which the consignment 
has to pass is increased further, apart from the long distance to be 
traversed. The case of· N agpur traffic is in no way diiferent. A 
consignment of cement from Bombay can be shipped directly to 
Nagpur on the G. I. P. Railway, without any transhipmenta, 
whereas in the case of Porbundar traffic, there are as many as five 
different railway systems.' 

This policy of treating different railway systems separstely as 
iso!&ted nnita in through booking is highly detrimental to the 

1. Compiled from. the Eoid."ce recorded by the T. B. 

2. Here are lOme other ligures which further explain the abo ... remalks:-
1XoIancI llouIo Freight ~ F,..;ght JlII' ilia. 

862 
819 
'66 
686 
667 
687 

Bombay to Delhi 
Porb,,"d .. to Delhi 
Bombay to Ujjain 
Porbundar to Ujjaill 
Bombay to Khalldw8 
l'orbundar to ~alld W& 

",,,,,,uI ~or ..... WId 
RB. a. p. (pie) 

o 10 0 ·148 
011 11 '175 
o 7 4 .188 
o 9 4 .191 
o 8 3 '174 . 

o 19 7 'lS' 
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industrial development of the country and neutralises the effects of 
the protective policy. Though the rates quoted above refer to the 
period before 1925. the general principles of railway rates policy 
continue to be the same till the present day. as we shall show in 
the following pages. The Railway Tariff should be so framed 
as to foster Indian trade and industries and help the protective 
fiscal policy of the country. . 

RATle ON CEMINT FROM BUNDI 

Having discussed the marketing arrangements of the above 
two groups of cement factories. we shall now describe in brief 
the position of other factories. The broad features underlying 
the railway policy are true of these factories also. Kathiawar 
factories sent their cement by rail to markets in GoJarat and 
Central India. The Bondi Portland Cement Company also 
competed in the same markets as will be seen from the facts 
Biven below:-

Important Market, 01 Btmdi Cement Compnall 

Mileag. 
1I'rt'g'" 1I'rtig'" 

M",,}clo p&f' '01& Milcago M .... }cIo p&f' .... 

Ra. .. P. Ra. .. P. 
253 Delhi 610 9 409 Ahmedabod 11 8 II 
383 c.wupore 739 366 &rod. 10 II 9 
4311 Luoknow 11 3 ~ 355 Sumt 10 8 0 
551 Lahore 1512 0 718 Sukkur 23 111 9 
251 Indore 710 7 980 CaIoutta 17 7 8 
1~ Ajmer 6 6 2 1148 8eo1IIIderabod 29 11 10 
616 Bomb6y -1210 8 

It will be seen that in markets like Ajmer. Ahmedbad. Baroda. 
Surst and Bomby. the Bundi Portland Cement Company competed 
with Kathiawar companies. as well as with the imported cement. 
When railway freight is considered. Bundi cement was at; an 
advantage in Ajmer as compared with either Kathiawar or imported 
cement. because whereas in the former case railway freight was 
Rs. 6-6-2. in the latter two cases it amounted to Rs. 15-12-0 
and Rs. 14-12-0 per ton respectively. It is obvious, therefore. 
that competition entailed waste in the form of higher freight 
charges. Per contra, in a market like Calcutta, Bundi cement was 
handicapped by higher railway freight as compared with the Sone 
Valley and C. P. cement companies. Above all. the most; 
formidable competitioD was thai; of imported cement. It was 
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wasteful for Bundi factory to despatch its cement to· Calcutta. 'To 
Delhi markets, Gwalior cement works could despatch their cement 
at a relatively cheaper freight, because whereas from the Bundi 
works the charge was Re. 6-10-9, from the Banmore works it was 
Rs. 4-15-8 per ton only. To Cawnpore, likewise, the Banmore 
works conld despatch at Rs. 6-13-0, while the Bundi had to pay 
Ri. 7-3-9. In Lahore, the Punjab Cement Company had great 
freight advantages, because it is nearer. The freight from Wah-to 
Lahore was Rs. 6-10-8 per ton for 209 miles, and from Bundi 
Cement Works for 551 miles the rate was Re. 15-12-0. Such 
instances can be multiplied. Each company had its own naturally 
protected market, but the lack of pr~per division of the marketing 
area led to waste.' 

The other important fact which emerges out of this study is 
that, in upcountry markets foreign competition was marked by total 
absence. This was due to the high railway freight from the port 
towns to upconntry markets. In these markets Indian cement 
factories have enjoyed greater protection from foreigIi. competition. 
In fact, the Punjab Portland Cement factory; but for this natural 
protection1

, wonld not have been able to survive, because the transport 
of coal is a very serious item in its cost of production. To some 
extent its markets are free from internal competition as well, and 
this helps it appreciably in selling its output. The more important 
markets of this factory are Rawalpindi, Peshawar, Bannu, Khirgi, 
Bialkot, Lahore, Phirozpnr, Amritsar, etc. All these towns are 
within 300 miles of the factory. Due to this advantageous location 
the Punjab Portland Cement Company did not suffer much from 
the wastefnl internal and foreign competition to which other 
factories had fallen prey. 

RATES ON CEMENT FROM GWALlOR FACTORIES 

The Gwalior Cement Company despatched cement to Delhi, 
the Punjab, U. P., O. P., Rajpntanas aud a few outlying ports of 

1. Railway freight to Lahore and Peshwar, two moat important market. 
of this factory from Karachi and Wah worked out as follows:-
F""" Wall 10. . p., Ion. F""" Karachi 10. P.,Ion.' 

Rs. a. p' Ra ••• p: 

Lahore .................. 6 10 8 Lahora ..................... 18 II 8 
Peahawar ............... S 14 10 Peshawar .................. 21. I.. " 
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Gujarat.' Bome of these markets were oertalnly immune froD! 
the Inroads of the imported cement, but, as already adverted to. the 
Internal competition 'W88 more Important. The railway freight to 
some of the Important markets of the factory may be noted with 
Interest. 

These freights show the ad vantage or otherwise under which 
the factory worked in respect of its market. ThIs handicap, as has 
been pointed out more than onoe, 'W88 due mainly to internal 
competition, although the rates policy cannot be entirely free from 
the blame. The defects of the latter were completley clouded by 
the former. In Delhi and Oawnpore, the Gwalior factory had a 
decided advantage over its compeers; Ahmedabad and Burst were 
the centres of strong competition between factories in Western and 
Central India as well as imports; Nagpur and Poona were beyond 
its zone; and in Khirgi, the Punjab Cement Company could 
snccessfully compete 'With any other importer. But as it 'W88, the 
Banmore factory despatched oement to the aforesaid markets. and 
prices being fixed by competition, the heavy freight charge feU 
upon the producers. Consumers of cement could easily pitch' one 
producer against the other and exploit the situation. Here is a 
specific case to the point. In 1923-24 the Indian Btores Depart. 
ment invited tenders for cement for the Military Btores Depart. 
ment at Khirgi", and the Gwalior Cement Company, which got the 
order, quoted Rs. 60-()..O per ton f. o. r. destination. The 
railway freight. from Banmore being Rs. 22-2-3 per 
ton ; the price f. o. r. Banmore worked out to .be 
Rs. 37-13-9 per ton. This price 'W88 in fact unremunerative, 

1. Vide Evidence reeorded by the Tarilr Board. 

N .. r"" Frtig"" /""'" Frc1-':J.""'" Bonmor. 

(£:~ (r~ 
(lI'rom KAraoJd) Sukkur 2011 8 9 , 0 

Kbirgl II I B 1018 9 
" " Ahmedabod 15 Ii , 9 1 4 (From Bomt.y) 

Surat 11 0 6 & 10 10 
Nagpur 16 , 0 18 4 0 
Pooua 11 /I 0 , , 0 .. 
Oa_pore 618 0 17 11 0 
Delhi '16 6 19 4 0 .. 

.. "Vid .. Evid_ Vol\lllle of Tarill &.rd ~ 



but it was quoted in competition with the Punjab Portland Cement 
Company. It can be seen that this was an unwise policy for the 
Gwalior Cement Company to pursue, because IOllrgi being nearer 
to the Punjab factory it could despateb cement at a freight ofab out 
Rs. 9 per ton, whereas from Gwalior the freight paid was about 
Rs. 22 per ton. It in.volved a waste of Rs. 13 pef ton by way of 
freight, apart from other losses, without benefiting either party. 
In short, the problem before the industry was primarily one of a 
better marketing organieation, which would eliminate ,the wasteful 
competition, combined with a more sympathetic rates policy. 

POSITION SUlDIAlIIllED 

To sum up the position of the Indian cement indutry in 
relation to railway freight before 1925, we find that the freight 
on coal is a heavy item in the cost of production; in thll upoountry 
markets, which are protected from foreign competition due to high 
railway freight from the ports, competition inter se, of the internal 
factories, affects them adversely; port towns, which form the 
most important markets, are a centre of cut-throat competition 
between the different indigenous cement factories on the one.hand 
and the importers on the other. The freight from factories to the 
ports is as a rule high, due partly to longer distance to be traversed. 
As against th_ hardshipS in their way, the cement factories have 
a great future. Great natural advantages, the productive capacity 
of the factories and a large present and potent;jaJ. markets can 
remove any scepticism as to the future. To get over their 
immediate difficulties, the cement companies thought of seeking 
some relief at the hands of the State and applied for pro~on. 
The application was referred to the Traffio Board. 

TUB BEXEDY PROPOSBD BY THB TABU'P BOABD 

The Tariff Board found that the claim of natural advantages 
possessed by the industry has been made good and noted the causes 
of the unfortunate condition the industry had fallen in. ~ The 
remedies proposed by the Board, therefore, deserve a detailed 
consideration ; we propose to review them seriatim in so far as 
they concern us in the pr_nt study. All regards the coal supply 
to the cement 'factories, a subsidy on railway freight was at first 

1. See Report of tho Tarllf Board. 
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thought of, but it was rejected on the plea that this would mean 
a special favour to this indostry when other indostries were equally 
in need of a reduction in coal freight. The necessity of a general 
reduction in railway freight on coal was pressed in unequivocal 
terms. The Board was convinced that the question of the cost 
of coal was vital if the end in view was a rapid indostrial develop.. 
ment in India. Over a large part of the country progress must be 
seriously retarded unless the freight on coal could be reduced 
substantially. We believe that no one would challenge the 
proposition that coal freights on the Indian ra;lways should be kept 
at the very lowest point which is commercially posoible. But 
more than this may be required in the interests of industrial 
development. Sooner or iater, the country may have to face Ihe 
question whether it would not be worth while to secure a 
substantial reduction in coal freights at the cost of ss.cri6cing a part 
of the contribution which the railways made to general revenue" 

BOUNTY SUGGESTED 

Reviewing the internal competition between the cement 
factories, the Board held that it was essentially a temporary phase. 
We have already discussed this point in the earliar portion of the 
chapter, and therefore we pass on to another issue. The problem 
of foreign competition was examined and it was held that the 
industry can hold its own in upcountry markets, where the 
railway freight adversely affects the importer, and the main 
question was whether it could do 80 in the great ports.· We have 
seen that the importers enjoyed great advantages in markets near 
the ports, due to cheaper see freight which they could command, 
and the high railway freight per contra that Indian cement had to 
pay to reach the ports. The competitive area was isolated, and It 
was held that it extended as far as Bhusaval on the G. I. P., 
Asanol on the E. I. R., Panposh on the B. N. R., Baroda on the 
B. B. '" C. I., and Kbanpur on the N. W. R., from the respective 
ports served by the railways. There were two alternative schemes 
for capturing these markets at the ports, either freight subsidy 
or fiscal protection. But the former scheme was broshed aside on 
the lllea that .. it would not be possible apparently to restrict the 

1. Bee lI.eporl of the TAriO' Boud, Para. 68. 
So See Report of the Tarilf Board, Para. 0. 
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subsidy onl:y to consignments to the nearest port" 1, and bounties 
were advocated, subject to certain conditions." These recom. 
mendations of the Board were, however, not accepted by the 
Government. 

THE SCHBlIIB OF BATIONALISATION INITIATED 
BY THE FACTOBIBS 

True, the State did not give any direct help to the industry; but 
the move for the improvement and re-organisation of the industry, 
which started from within, after the publication of the Report, has 
transformed the industry with the result that even in the present 
depressed times th!l industry cOntinues to maintain steady progress. 
As has been noted in the foregoing discussion, the problem before 
the industry was primarily one of transport, and this has been 
tackled with suocess. 

THE MABKETING OF INDIAN CEMBNT AFTEB 1925 

Indian cement factories had realised the banefnl effects of 
intense internal competition even prior to the enquiry of the Tariff 
Board, and att~mpts from time to time were made to form a 
combine, though they proved abortive due to lack of an intelligent 
understanding of the problem on the part of a few members. 
Nevertheless, the gravity of the situation was being constantly felt 
all the time, and by all the producers, because of the unremunerative 
prices which usually did not cover even works costs. The 
importance of concerted action was thus coming to the fore. 
Mr. Captain, of the C. P. Portland Cement Company. while giving 
evidence before'the Tariff Board, remarked that in their self·interest 
the Indian Cement manufacturers should stop cntting each other's 
throat and come to some understanding.· The Board had also 
pointed out that the primay remedy for the malady lay in the hands 
of the manufacturers themselves. In due course, the manufactnrers 
realised their interests, and entered into a combine known as the 
Indian Cement Manufacturers' Association in 1926, to husband 

1. ride, Taritr Doord Ropo,t, P ..... 69. 
2. Sup'a, P ..... 70 to 72-
3. .. I .. :r·Jrotikl, t.h.t t.he sensible tbillg would be for t.he manufacturers 

to come to .. me understanding ond not out each other'. throeta." Vido. 
Evidence Vol. P._10S. 

B-Ja 
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their hitherto frittered resources, and to present a nnited front to 
their common rivals. 

One of the most outstanding achievements to the credit of 
the Indian Cement Manufacturers' Association is the elimination 
of the internecine competition and waste involved in the form of 
high railway freight. In the absence of definite marketing 
agreements between the cement factories, apart from the price­
wars, they made inroads In distant markets within the geographical 
limits of other cement factories and paid high railway freights. The 
attempts of the Gwalior Cement Company to capture the Khirgi 
market, referred to above, is an instance to the point. Several in. 
stances of the type have been quoted in the foregoing pages showing 
the extent of nneconomic waste which this practice entailed. This 
deficiency was made good by the allocation of certain geographical 
areas to different factcries, and the definite demarcation of the 
marketing limits. This move has been fruitful, and substantial 
economies in freight have resulted. Besides, the standardised 
prices of cement, and the stability resulting therefrom have 
proved beneficial both for the manufacturers and the consniners, 
and the consumption of cement has increased. 

THill CEMENT MARKBTING COMPANY OF INDIA 

This marketing arrangement continued till 1930 when the 
necessity of a further improvement was felt, and therefore a new 
association was formed known as the Cement Marketing ~mpany 
of India, J.td. In this Company are centralised the marketing 
functions of its constituent members. To be clear, all the eight 
factories which had formed the Cement Manufacturer's Asscciation 
in 1926, now centralised the marketing of their output. The 
constituent factories carry on their production and the total produce 
is marketed by the Cement Marketing Company. This Company 
studies the conditions of demand and the nature of foreign com· 
petition, and regulates the production of the factories accordingly. 

Let ns consider now as to how this new institution marks 
a stage in the evolution of the cement industry, and how it solves 
the problem of high freight charge. Hitherto the cement factories, 
after the formation of the Cement Manufacturers' Association, used 
to market their output within the allocated geographical limits and 
made their own arrangements with the railway companies for 
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freight charges. But the wastes involved in marketing. thus con­
ducted by individual factories. was soon realised. It was felt that 
in order to be able to face foreign competition. which was increasing 
in strength. further economies should be effcted aud the ,prices 
lowered. Therefore. under the new arrangements the two moSt 
important functions of modern ind ustries. prod uction proper and 
its marketing. have been separated and the latter has been 
centralised and entrusted to the Cement Mar'keting Company. The 
Cement Factories under the pool are mere producers and 
nothing more; they produce for the pool. The expected annual 
outturn of the individual factories is provisionslly predetermined 
at the commencement of the year. and it is purchased f.o.r. works 
by the pool at a fixed price. This price is equal for all constituent 
factories. subject to a specified coal allowance proportionate to the 
distance from the coaIJields. The prices of the produce are 
realised by the Marketing Company. which meets the bills drawn 
upon it by the constitutent companies on the basis of aforesaid 
arrangements and after defraying expenses of the .establishment, 
the residue is distributed between the companies in proportion to 
the tonnage supplied. 

The Marketing Company, having cement at its disposal at 
the different works, on the receipt of an order arranges for the 
despatch from the nearest centre. Now, there are no marketing 
EOneB fixed for the constituent factories. except for those which 
are ontside the pool, and the marketing company manages the 
sales as it thinks best. Take a few instances. If the demand for 
cement in Bombay increases above the normal. the pool would 
adjust its supplies by diverting the' total output of Kathiawar 
factories and of C. P. cement factories to Bombay and the internal 
demand would be met by other factories. Again, if some new 
constructional project is started in Sind, the output of Kathiawar 
factories and ofLakheri would be supplemented from other factories 
in the vicinity. These are the instances of abnormal demand; in 
normal times orders are supplied from the nearest works without 
any unusual effort. But the fact of great import to be noted in 
this connection is that the reorganised selling arrangements have 
substantially curtailed the transport costs; long leeds are elimin­
ated. as far as possible, by delivering cement from the nearest 
factory, and the Marketing Company succeeded, within a short 
period of two years, in reducing the P,rices of cement. 
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From the foregoing remarks it will be evident that the 
Indian Cement .Industry has by its own efforts, eliminated 
.the high transport costs, entailed in delivering its produce 
over .the distant parts of this 'fast country, by centralising its 
distribution. This central institution, obviously strong in position, 
commanding as it does the output of eight out of ten cement 
factories of India, is in a better position in negotiating with the 
railways concerned for concessions in freight. We are informed 
by the Cement Marketing Company that railways have granted 
special station·to-station rates from time to time when urgent 
necessity was lIhown therefor. For instance, whenever new 
constructional works commenced and the Marketing Company 
approached the railways concerned for a special station·to station 
rate from the nearest factory the request was complied with and 
the special rate operated till the works were finished. This is 
done for larger orders. Even for smaller orders we are informed 
that they are able to make suitable arrangements with the railways 
for wagon load consignments. 

The freight schedules, pari passu, have also recorded some 
changes. Indeed these changes are not very material; never· 
theless, they are important in the evolution of the Indnstry, 
more so because when the Tariff Board conduLted the investigation 
the railways expressed their reluctance to make any reductions in 
the then existing freights. 1 The mild and diffident attitude taken 
up by the Board reflects the ultra-conservative freight policy of 
Indian railways, to which even an expert body could fall prey. 
An active move on the part of Indian railWays to foster internal 

1. The Board recorded their lindiDJIII on the freight queetion in the 
101l0wiDg terms:-

" We enquired from the rail way admiDistration coDcerned whether 
anything could be dODe in this direeUon, but all of them have 
up.......! their inability to reduce either coal or cement ratee in 
eJ:isting circmnetancea below their pr_nt level. The raiJwaya have 
already given special eoncession rates on cement booked through from 
the faetori .. to the· ports, and th_ rates are lower by from JI& 3 to 
JI& 4 • ton, than the ordinary rates U1culated by diatance. That 
being so, we are not in a poaition to impugn their refual to do 
anything more. If anything is to be done in this way, it muot be 
I1lbaidising the freights on coal and cement at the expense of 
general revenue. It 

Report of the Tariff Board, Para. 67. 
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traffic bas been an exception rather than a rule. 'Subsequent 
events bave falsified the position taken up by the Indian railways 
to which the Board offered a willing acquiescence. As regards 
the freights on coal, with eiery reduction the traffic aad the 
earnings pari passu increased, as cau be seen from our survey of 
tbe coal industry. The freights on cement, with which we are 
more concerned for the present, bave not been reduced to the same 
extent as thcse on coal, nevertheless, they have: hepled the industry 
materia11y in its present transitional stage. Let us then review 
the present freight position. 

RAILWA.Y TA.RIFFS EXAMINED 

The General' Classification of cement ocntinues to be seocnd 
c1aBB railway risk, but on most of the railways Special schedule 
and station-to-ststion rates are quoted, so that the general classifi­
cation bas been reduced to a mere paper classification. In aetna! 
practice schedule and Special rates are of greater moment. We 
sball therefore examine the changes on the more important 
railways. ' 

The G. I. P. Railway' 
Former Freight baaed on 'G' tel .. 

lOOpi • .,hedul.:-

1 to 100 mU ........ O·U pie 
101 It 200 U'" ... 0'20 u 

200 n 400 n ...... 0·115 " 
Over 400 " ...... 0·10" 

Present Freight baaed on C/O tel..,o· 
pio IOhedule:-

193t 
1 to 76 mil ........ 0·30 pi .. 

16 J, 400 ........ 0·170 " 
Over' 4.00 II •••••• 0·10 n 

The schedules mark a very minor change. But the rates to 
port town and some other more important markets are lower than 
warranted by these schedules, some of which are given below:-

}\-om gal". C<m.'" 8idiag }\-om Jui.hi J\ooom BaRmore 
Rate per mound Rate par mound Rate per mound 

B& ... Po B& ... Po B& ... Po 
1Iombay o f 11 0 8 0 0 7 10 
Allahabad o I 6 0 I , o 6 7 
Cawnpore 0 , 0 o 810 
New Delh1 061 o 6 0 0 7 9 

1. The freiihta are in pie par maund per mUe. The eondit.iODS for 
cauiege ale the same in both the ...... viz.. in full wagon loads at 
owner's risk, oharges calowated on the carryU.(I capacity of the wagon 
1I8Od, lcading and unloading to be done by .... ders and .c:onsi&neea. 
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The rates reveal that, though below the schedule basis, they_ 
have not been reduced below the level of 1925. We have selected 
these few stations to show that so far as the railways are concerned, 
except. a few minor changes, the position continues to be the same. 
But for the reorganised marketing arrangements the industry would 
have made little progress and the freights do not give any 
encouragement. ImprOVed marketing, however, has helped 
materially, as the above figures indicate, because for instance, a 
market like Allahabad would be supplied from Jukehi at a freight 
of as. 2·4 per maund instead of from Banmore which would 
'cost as. 6·7 per maund, and thus affect a substantial saving. 

THill E. I. RAILWAY 

To take up the freight on the E. I. R. we note the following 
alterations in the schedule :-

F ......... Bckdul. ' C' : 
1 to 75 mileo 0'88 pi .. 

Plus 76 to 300 .. 0·18 .. Plus 
SOl and above 0·10 .. 

1931 
Pr ... '" Schedule CIN: 

1 to 75 mil ... 
7&toUO .. 

161 to 300 .. 
801 to '00 .. 
Above400 .. 

O·S88 pi .. 
0-20 If' 

0-17" II 

0·126 " 
O· 10 " 

As will be seen, the position of long distance freight bas been 
little affected, except that the lowest freight of 0·10 pie per maund 
per mile which was formerly available over 300 miles is now for 
the distance over 400 miles. Short distance traffic, however, baa 
received some concession. This baa special significance to-day 
because long leads have been as far as possible eliminsted. Special 
station.to station rates to Howrah below these schedule rates are 
quoted from the cement factories and they continue to be at the 
same level with a few minor alterations. For instance, cement 
booked from Katni to Howrah was charged a special rate of 
Rs. 0·7·0 per maund in 1925 and the present freight is just the same. 
This freight is for the E. I. R. section only: for the G. L P. section 
Re. 0·2-3 per maund is to be added, so that the total freight Is not 
affected. The E. I. R. share of the traffic booked from Lakherl, 
via Agra East Bank to Howrah is Rs. 0·7·11 per maund as against 
Rs. 0·7·1 in 1925, an increase of pies ten per maund. The traffic 
from Banmore to Howrah on the E. I. R. eection via Naini Is 
charged to-day Rs. 0-5·9 per maund, whereas in 1925 the rate via 
Mankipur was Rs. 0·6-5 per maund. From Japla to Howrah 
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the freight is Rs. 0-5-0 per maund as against Rs. ()..4..0 per 
i:naund in 1925. The Japala factory has thus been materially 
affected in the Calcutta market in which it has the greatest 

. stake. Apart from this what we want to show is that there has 
been no material change in freight since 1925, and that to port 
towns rates below the schedule are quoted as usual. 

THB B. II. & Co L RAILWAY 

On the B. B. & C. I. Railway alterations in freights have been 
as under:-

193. . 
F .......... lfligAl BclofdW. 'n' : P ...... FroigAl ScTaodul. 'C/O': 

1 '" '16 mil... O'SO pie. 1 to 76 mil.. O· SO pi .. 
PIa 78 to 800 ,. 0017 " Plus 76 to 400 .. '0'170 .. 

801 to &00" ..• 0·15 II Over'OO" ... O· 10 It 

OveJ' 600" ... 0°10 " 

When the two schedules are compared no bold changes 
appear. The lowest freight is now available over 400 miles, and 
the rate of ·17 pie is applied for the dlstance over 76 to 400 
miles. However, for traffic from Lakheri factory and vis 
Wadhwan for traffic from the Kathiawar factories, special rates 
below the schedule are quoted. For instance, from Lakheri to 
Bombay a special rate of Rs. 0-7-5 per maund, equivalent to 
Rs. 12-9-0 per ton is charged and from via Wadhwan and 
Dhandhuka a rate of RH. 0-5-4 per maund equivalent to RH. 9-0-0 
per ton is quoted. These freights are substantially below the 
schedule rate. But it is clear from the Goods Tariffs of this 
railway that there have been no changes in the special station­
to-station rate since 1925. 

THB II. N. HAlLWAY 

The changes in the schedule rates on the B. N. Railway may 
be briefly reviewed. We quote below the schedules :-

h ..... FroigAl &Aedul .. 
1 to 100 mil.. ... 0,80 pi .. 

Plu 101 '" 800 .. 0'20 .. 
SOl to 600.. ... 0'18 .. 
Over 600., -'.. 0"16 " 

198' 
Pros"" JhigAl Bckdul .. 

1 '" 76 mil... 0'88 pie. 
Plus 76 to SOD .. 0'20 .. 

801 and above ... 0'10 .. 

On the B. N. Railway, therefore,long distance traffio has 
received some assistance but the freight for the first 75 miles is 
raised from • 30 pie to ·38 pie which neutralises some part of the 
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beneflts for long distances and imposes heavier charge for the abort 
distance shipments. Nevertheless the reduction has proved helpful 
to the industry in its huge task of popu!arising the use of cement 
in the country. 

THE N. W. RAILWAY 

The N. W. Railway has adopted C/N schedule as in the case of 
the E. I. Railway. But for the Punjab Cement Works situated on 
its line, special station-to-station rates, lower than the schedule 
rates, are quoted" We 81lbmit below freights to a few important 
stations to show the nature of concession granted to the factory::-

'Railway Freight ex Works to the nndermentioned stations.' 
Schedule Bat. Cla.. Bat • 

. Mileage. Stalion. /...'" ~~ l:' ::; 
889 Ambala City 11 S G' 28 U 9 
239 Amrit.ar JIlDCtiOIl 8 1 G 15 1 8 
264 Ferozpur City 8 10 8 18 9 8 
288 Ju.lluDder City 9. S 1 18 0 8 
19 Peshawar City S 16 1 G 8 1 

Sl6 MultaD City 10 6 9 21 8 11 
201 Labore 1 8 1 IS 8 2 
UI LyaUpur 8 1 G 16 8 0 

The schedule rate is thus a substantial concession over the 
class rate. But there is nothing particular about this concession 
because a similar concession is granted by other railways too. In 
fact the N. W. Railway seems to be more conservative in quoting 
special station-to· station rates, than even a company-managed line 
like the B. B. & C. I. Railway, which quotes rates lower than 
the schedule rates to some important markets both from the 
cement factory on ita lines and from Kathiawar Works vis, 
Wadhwan and Dhandhuks, as referred to above. 

THE B. & N. W. RAILWAY 

On the B. & N. W. Railway, which is important for internal 
distribution, schedule rate C/Q is quoted.' The basis of this 

1. Vide Goode Tarill', Part J, P. 442. 
ll. Schedule CjN rat<8 are applied wben the weigbt for cbarge is the 

c&rrJing capacity of the wagons used; loading and ouloadin, to be 
done by tbe consignment. and consignees; and the gooda are booked 
and aecepted on Risk Note From "R". 

3. Subject to tbe condition, O. R.; C. C.; L. 
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schedule may be noted as under :-

PI". 
I to 100 lfiIeo 0'10 pie per maUDd per mile 

101 to JOO 
201 to 600 

above 600 

0'11 " 
..• O°I' " 
••• 0'10 " 

The point to be noted in the above schedule is that for the 
first 100 miles the freight is lowest on this railway as compared 
with other railways. This is especially significant because· the 
traffic on this railway is generally over short distances, and as such 
the lower freight helps the better distribution of cement. 

These are the more important railways with which the Cemen~ 
Marketing Company has to deal: they carry the major part of the 
cement traffic of the Inclian factories, except the Shababad Factory 
which caters for the markets in Southern India, as we Bhall 
presently see. The reduction in rates over those of 1925 have been 
ODly nominal, and the facilities for the marketing of cement, so far 
as railways are concerned, are on a par with the conditions when 
the Tari1f Board enquired. But the de facto marketing arrangement 
of Inclian cement has been overhauled, and the reductions in rates 
wherever offered has been better availed of by the industry. Under 
the reorganised system, however, the lack of proper co·ordinstion 
between the different railways is very keenly felt, and it is 
imperative in the interests of Inclian industries that in through 
booking the entire distance over which the consignment travels, 
should be taken into consideration in calculating the teleseopia 
rates, irrespective of the number of railways concerned. 

l!'ACTOBIES Oll'TSIDB THE POOL 

Before we pasa on to the general discussion of the effecta of 
reorganised marketing on the cement industry, we should trace in 
brief the marketing facilities of cement companies outside the 
pool, namely, the Sone Valley Portland Cement Company and. 
Shababad Portland Cement Company, especially the latter. The 
Cement Marketing Company has working arrangements with these 
companies, whereby they have been alloW!d geographical _s 
within which they are Immune from internal competition except 
in port. towns. Price agreements have also been entered into 
which have helped the stabilisation of prices, IUId. increased the: 
effective strength of the factories against foreign importers. The 
Sone Valley Company markets its output primarily in Calcutta 

B-20 
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and in Bengal generally. This company is apparently in a 
stronger position, and being located in the vicinity of Calcutta, one 
naturally expects that this factory should be able to drive out the 
impOrts; but the results do not come up to expectstions, ail the 
imports in Calcutta are still higher than those in Bombay. 
Nevertheless the situation is improving. 

The Shahabad Cement Factory is, however, in a slightly 
different position in respect of its markets, for its capacity is higher 
than that of the Sone Valley Factory. It is unable to exploit the 
full advantages of its location due to the .multiplicity of different 
railway systems over which the traffic has to pass before reaching 

. the consuming markets. The principal markets of the factory 
are in Southern India, right from the Deccan and the 
sonth of .Bombay to the Nizam's Dominions, the Mysore State 
and the Madras Presidency. The Principal railways. with which 
this factory has to deal are the Nizam's State Railway, the M.& S.M. 
Railway and the South Indian Railway. Each railway has a 
different basis of freight charge. The N. G. S. Railway formerly 
quoted a class rate but now they have adopted a Schedule 'rate, 
based on the following :-

For first 76 mil .. 
PI... 76 to aoo .. 

0'38 plo por maund per mile 
0-20 fJ 

Above 300" 0·10 " 

. The M. & S. M. Railway has adopted C/G sched~e on the 
following telescopic basis :-

For first 800 mil.. 0'38 pie per maund per mile 
Plus 801 to (00 " O'SO " . 

,f{)1 u 500 II 0'20 _, 
'! 

601 " 600 If 0"126 " 
601 ., 100 If 0-116 " 
Above 100" 0'10 ... 

The South Indian Railway have adopted cIK Schedule rate 
which is noted below:-

For finI; 100 mileo (loBS pie per maund per mile 
PI ... 151 to 250 .. 0-261 .. 
" S61 to '00" .. ,._ 0"126 " 
,. Above 4.00 n p O·l1~ ,~ " 

Thus, on a comparison of the above schedules, it appeal'll 
that the schedule rates quoted by the N. S. Railway is more 
favourable than those allowed by other railways. But, the more 
important and outstanding fac!; to be ~oted in this connection 
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is the individualistic policy pursued by the different railways, 
which charge freight on the distauce oV!lr which the traffic has to 
be hauled on their lines, irrespective of the total distance travelled. 
This has raised the incidence of freight appreciably. To. take an 
instance, cement when despatched from Bbababad to Masulipatam, 
will have to travel over three railways, G. I .P., N. B.,· and 
M. '" S. M. Railway. The total distance to be travelled is 395 
miles and the freight charge works out as under :-

Pit ".,. mtJUlId 
permi!e. 

Tho G. I. P.Bailway wonld oharge at 0'38 for 7 mil ... 
The N. S. RaUway would oharge at 0'38 ,,160 

()020 u 188 
aud M • .t S. Y, Bailwoy " 0'38 GO 

Per contra, if all these railways were considered as a sitlgle­
unit, the freight would have been charged either on the basis of 
the G. L P. Bchedule, or on· that of the N. B. RailWay, which . 
would be appreciably lower than the present freight. Thus, the 
advantage of telescopic schedule rates, meant to foster long distance 
traffic, are not availed of by the industries on internal traffic due 
to this pernicious practice pursued by railways impervious to 
public opinion. Therefore, the telescopic schedule far from 
helping our factories discount ipso facto the transport facilities, 
because the internal traffic has to pass over more than two railway 
systems in most cases, and the freight on each system is higher for 
the lower distance travelled. In some cases, in readjusting the 
telescopic schedules, the freight for lower distance has been raised" 
in order to give better facilities to 10Dg distance traffic. The 
fostering of long distance traffic is indeed in the interests of the 
country, but the particularistic proclivities of our railways, 
insisting as they do on being treated separately, transform. what is 
obviously a very desirable action into an evil, and thereby help 
the penetration of the imports. The imports can avail themselves 
of the telescopic freight charge on the total distance, and get into the 
interior of the country through main trunk lines running from the 
ports; the industries in the internal centres have to pay higher 

1. On the G. L P. Railway which hod 'G' achedule rate formerly, the 
freillht for' the first 100 mile. was at O·ll' pie per maund per mile, bl1t 
in the present echedule the freight for the first 76 mil .. is It 0'30 pie 
per maund pero mil .. 
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freight per mile and subsidise1 their rivals. The root cause of 
despair is the glaring lack of oo·ordination in our railway policy; 
the entire railroad net should be one entity, functioning in the 
interests of Indian trade and industries. 

From the foregoing brief acoount of the re-organised market­
ing • arrangements based on the agreements of the cement 
companies inter Be, either within or outside the pool, and the 
freight quoted on different rail ways it seems safe to oonclude that 
the industry, on the whole, has succeeded in eliminating the 
disadvantages in the distribution of cement. The more obvious 
difficulties which still persist, in spite of the energetic and intelli. 
gent efforts by the industry to remove them, are due to llefect8 
in the railway policy of the oountry. 

EPPIOIENOY RESULTING PIIOI[ REORGABISATIOli 

As a result of the aforesaid reorganisation of the Indian 
cement ind ustry and the centralised advertising and propaganda 
oonducted, jlari passu, by the Cement Marketing Company, the 
efficiency of production and with it the oonsumptiQll of cement 
has reoorded a marked increase. The oonsumption of cement has 
increased from abont 378 thousand tons of Indian cement in 
1925-26 to 762 thousand tons in 1934-35. As regards the increase 
in the efficiency in production we have not been able to get the 
figures of the oost of production, but a rough indication "can be had 
from the increase in the prodnctive capacity of the factories given 
below, because the industry is subject to the laws of increaslug 
returns and oonsequent lower costs per unit as the aggregate 
output increases. 

c. P. Cement Company ... 
:=~en!Company~ 
Katni 
Punjab 
Okha .. 
Bone Valley " 
United Cement Company 
Gwalior 
Indiau If 

Coimbatore " 

P ..... nt CaptuiI, (T .... " 
1986 

2,60,000 
1,00,000 
1,40,000 
1,60,000 
1,00.000 
1,15,000 
1,50,000 

60,000 
10,000 
40,000 
85,000 

Ft>rtMr CaptuiIy 
(T .... ) 

100,000 
80,000 
40,000 
72,000 
83,000 

100,000 
60,000 
60,000 
40,000 
80,000 

1. Poria being linked more direetly with the illtenW .... tree Importm 
.... better avail of the telescopic rateo and the indisenou indUltri .. 
have to bear the bl1lllt. 



·Another indication of the efficienC}' of the industry Is the , 
reduction, in addition to the S41bility, in prices. The prices on an 
average have been reduoed by about Re. 3 pe~ ton since 1929 due 
to the efforts of the Cement Marketing Company of India, as can 
be seen from the figures given below :-

BombayOity 
Bombay Suburba 
Gujrat 
Central India 
Bajp¥ana 
Sind 
Karaohi 
Balu.ohistaD, Quetta 
J>elhi 

Priou;,,1919 
F.OB.D .. litlCllioA 

Ra. .. p. 
6S 0 0 
66 0 0 
66 0 0 
66 0 0 
56 0 0 
67 0 0 
60 0 0 
67 8 0 
&6 0 0 

GROWTH I\II CONSUMPTION 

l'riou;" i933 
F. O. B. D .. ,"""i .... 

B& .. p. 
60 0 0 
60 to 69. 
6S 0 0 
62 8 0 
62 8 0 
66 0 0 
'8 0 0 
62 8 0 
62 8 0 

This ~ciency in the organisation of the industry and the 
resulting reduction in prices augnrs well for the future. In India 
the consumption.of cement being very low, only about 5 lb~. 
per head as against 600 lbs. per head in U. S. A., 400 lbs. in U. K. 
and about 350 lbs. in France, the prospects for further growth in 
the market are immense; the field only needs a proper· ploughing, 
which is being carried on by the Marketing Company. The Tariff 
Board, while diBcuesing the growth in India's demand for cement, 
remarked that if consumption continued to grow at the same rate-as 
it did between 1919 and 1924, it would not be long before the 
demand again overtook the productive capacity of the works. 
In that case by 1928 or 1929 India would be using 600,000 
tons of cement a. year and the position of the industry would 
be greatly improved.' Later developments have proved the 
prognostications of the Board, because since 1929 the consumption 
of Indian-made cement has increased to about 762 thonsand tons 
in 1934<-35. The consumption has been fostered, inter alia, by the 
price factor, as referred to above.. This price factor as affecting 
India's demand for cement was emphasised in uneqnivocal terms 

1. Pricea supplied by the CemeDt MarketiDs Company ou a personal 
interview. 

S. Vide Beport, Para, 11. 
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by the Board1
, and it bas been strictly bome In mind by the 

Indian cement fact;oriee. I Profiting by the investigations of the 
Board, the startling reve1etions made and the warnings sounded, 
the industry bas strenuously strived to effect every possible 
economy alike in production and distributiou, and consequently 
the consumption of cement bas been stimn1eted considerably. 
The baneful prejudice against Indiau cement bas now been com· 
pletely removed aud if the imports persist to.day, it is primarily 
due to transport difficulties in the way of Indian faclories, and the 
insistence on barrel packings in districts with heavy rainfall. In 
fact; the quality of Indian cement as supplied by the Indian 
Cement Marketing Company is said to be far superior to British 
cement. The remarkable advance made in the production of rapid 
harllening cement and the coloured concretes, marks the efficiency 
of production and the scope for its future growth. The difficulties 
of transporting cement through wet diatricts are being increasingly 
overcome, and the adoption by the Cement Marketing Compauy of 
new twill bag with a waxed crepe paper lining, marks a step 
furtber in this direction. .As regards the transport difficulties, 
especially to the ports in the South. considerable relief would be 
afforded if the consilllllllent, travelling over more than one line, 
gets the telescopic rate on the total distance travelled. The policy 
of co-operation between the railroads aud the industry, and 
a proper appreciation of the mutual difficulties may be suggested 
as the proper remedy. 

1. It is • mistake to 8IIII1lIDe that the growth of COD81lIIIption of cement will 
Dot be afl'ected by the price at which cement can be bought. For 
certain purposes. it is true, cement is indispensable, and will continue 
to be uaed almoet at any price. Bat for mlDY other parpooeI cement 
enjoya DO monopoly. and is in constant competition with other methods 
of constractioD IDd other materials, which aheady hold the place IDd 
muat be displaced. A. rapid eneDsion 01 ilB .... can hardly be expected 
under the pri .... continuing to be relatively 10... This is puticul&rly 
true of up-country markete like the Punjab .. h .... on IIIlC01IIIt of the 
distance from the _ imported cement baa alWI)'B been O%PODsift IDd 
CODSequently liUle....a. A. marked rise in the pftoo would probably 
retard the growth of CODIUmptiou and II very BDllotantiaJ iDctaae might 
for the time being otcp it altogether. In vis .. of the ex .... of pr0-

ductive eapacity over demond !odsry Deeda. rapid expIIIIiOD and 
COD81UllptiOD. Report of the T. B. Vide, Para, 20. 

S. The cement faetcriea heve recently adopted • merger icheme.. 
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SmnU,BY 011' CONCLUSIONS· 

(1) The Indian Cement Factories possess. great natural 
advantages; raw materials are in the vicinity of the factories' and 
also the markets to some extent. 

(2) In respect of coal supply, whioh is the primary source of 
power, the factories are situated at a great distanoe from the 
coalfields with the result that the freight on coal is a very large 
item in the cost of produlltion. So also the remoteness of the 
factories from the port towns, by far the most important markets, I 

is a serions handicap, because it entails high railway freight. 

(3) The freight disadvantage in respect of markets has been 
eliminated by the oentralisation of distribution. Reductions in 
coal freights have given some relief in power costs too. 

(4) Reorganisation of the industry has resulted in efficient 
production and consequent, lower costs; consumption of cement' 
therefore has ~rded a marked increase. These progressive 
elements a1:!gur well for the future of the in~ustry. 

(5) Railways are quoting special station-to-station and' 
schedule rates, lower than the olass rates, to help the development' 
of the industry, but the individualistic proolivities'of the railways 
impose a serious handicap. In other words, if a co-ordinated rate 
policy was pursued and telescopic rates were quoted on the total" 
distance traversed by a given consignment, irrespective of the 
number of diJferent railways, the local manufacturers would have 
no cause to complain., 



CHAJ?TER V 

OOAL 

IMPORTANCE 011' COAL TRANSPORT IN INDIA 

In India coal has been and is even to-day by far the most 
important source of power, though gas and electricity are also of 
late attracting increasing attention. The consumption of electricity 
and gas is rapidly increasing, but they have not as yet assumed II 
very serious competitive character so as to impair the importance of 
coal as II source of power. They generally supplement rather than 
supplant the consumption o( coal. It is, however, not intended to 
(lOnvey that electricity cannot or does not compete with coal as II 
source of generating mechanical energy. Far from it. In some of 
the more advanced countries the process of substitution has gone 
far, so as to dispel any doubt as to the precise province of coal and 
electricity. What is meant to convey is that .notwitbsfunding the 
growth in the consumption of electrical energy, coal continues to 
function as an important source of power. 

The most striking peculiarity of the Indian coal industry 
is that coalfields, unlike those of England, ere centred in a part of 
the country far removed from the industrial areas. The result is 
that the distance over which coal has to be carried is fairly long and 
therefore the incidence of railway rates is very important. Since 
the possibilities of substitution ere very limited, the demand for it 
is inelastio and the railway authorities can suocessfully add to their 
receipts from coal traffio by higher rates without any substantial 
diminution in the traffio carried. But in this event the higher 
rates would act as a tu and raise the cost of production of the 
industries consuming coal. Thus, for instance, the Almiedabad 

1. Since the coal traffic pasaina to Ahmedabad baa to pw over more than 
one reilwaf-from the coal-fielda to Howrab there ia one line ADd from 
lIomba, to Ahmedabad there ia aDOI.her reilwaf, t&kini the __ _ 

it does lIot pt the benefit of the throuah aalc:ul&ted on the lot&! 
cIiataDoe travereed on the reil"aA The __ ia similar _ "beD the 
total distance i4 trevoreed on land alone. Tarilf l!oerd, End ..... 
Vol. II, p, 148-49. 
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Cotton Mills have to, pay heavy, traDSport charge on their coal 
requirements, due to the longer length of hanl. Of course, there 
are other handicaps as well" which help to raise the rates above the 
normal level, but, distance is by far the most important. The same 
is the case with other centres like Cawnpore, Agra, Delhi, Amritsar, 
etc., which have to depend solely on railway transport for the 
whole lead. It shonld be noted that when coal is transported from 
Bengal coal-fields to centres like Amrit8ar and Lahore, and the 
traffic has to pass over the E. L R. and the N. W. R., a through rate 
calculated on the total distance from the coal-fielda to the consuming 
market is not quoted, even though both the lines are under State 
ownership and management, because railway authorities do not like 
to give up their old practice to- which they have been accustomed 
since long. This was admitted by the railway authorities before, 
the Tariff Board in its enquiry on Salt. 1 This is a very sad 
commentary on the Indian Railway policy. The burden due to 
this individua1istic policy presaes heavily upon the movement of 
internal trade, especially coal, because the internal traffic has 
frequently to pass over more than one railway system, and on the 
clliferent ganges over the same railway. This obviously adds to the 
cost of transport. In what follows, therefore, we shall examine the 
organisation of the Indian coal industry with Special reference to 
railway traDSport. 

IUILWAY BATES IN THIll PBJl.WAB PIIBIOl) 

(a) Nineteenth Oentu.ry 

The necessity of charging a lo';'er rate on coal was realised by 
the Government of India from the commencement of railway 
development in this country. 'l'he Government of India quoted 
exceptional rates on coal, food grains, salt, etc., and reserved 
to themselves the authonty to regulate these rates, which was 
exercised from time to time. The prevalent opinion was that the 
lowest ntes shonld be charged for the necessaries of life, and coal 
was included in this classification,' But the policy of classifying 
food grains and coal together ignored the fundamentals of railway 
economics; rates seem to have been fixed arbitrarily. In this 
system of rate making the capacity of the article to bear the trans­
portation charge se,ems to ,haye been ignored. Taking the issue 

1. Vide, Report of the Indian Tariff Board, Vol. of Evidence. 
B-2l 
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strictly from the standpoint of railway economics, it cannot be 
denied that foodstuffs can bear higher transportation . costs than 
coal, though both of them are necessaries of life. The place 
ntility or added value created by the transport of coal is much 
less than that in the case of food grains.' The Government of 
India, however, soon realised this disparity, and hence in 1891 the 
rates on coal were filted on a lower basis.' The wagon-load con­
ditions attached to the carriage of coal were very high, and hence 
small-scale industries were prevented from reaping the benefit of 
lower rates. Indian industries, especially in the nineteenth 
century, were only in their adolescence, so far as the fsctory system 
is concerned, and therefore they could not afford to purchase their 
coal requirements elt-colliery in larger wagon-loads, so as to avail 
themselves of the lowar rates. In actual practice, therefore, the 
manufacturers generally had to pay substantially higher rates. 
It seems that the reduced rates and rebates were at the time mainly 
intended for the benefit of State railways, the object being to 
reduce the cost of operation of such railways. It may be suggested 
that if the wagon load conditions were relaxed a little, other indus­
tries wonld have enjoyed similar advantages and their cost of 
production would have been lowered. 

In 1895, the Government of India revised the rate schedule of 
coal of 1891, and the reduced rates for large quantities were made 
applicable on lower wagon-loads, SO that the load of one wagon too 
could claim the reduced rates and rebate, like the consignments 
comprising a number of wagons. The rates were calcu1sted as 
follows· :-:-

For all distances up to '00 mil_a· 18 pie per maund 
per mile. 

-For distances above £00 miles-for the first '00 miles-
0'15 pie per maund per mile. 

For distance in eltcess of '00 miles-O·10 pie per msund 
per mile. In addition the rebates formerly allowed were 
continued. 

1. For- a detailed theoretical diacusaioD on thio point refer &0 ClIapter • 
• Theory of Rail ... ,. Ratee.' 

1I. VIde, S. C. OhM&-" McmOllDlph aD Rail...,. Rat.ee." 
a. s. c. Ohooe, "liODOIIDIph," P. 388. 
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TheSe rates were intended to be the maximum rates thet the 
railways coUld charge, the minimum being one.tenth pie per 
maund per mile which Was in force since long. The rates 
between two points were to be calculated by the shortest route. 
As the Government could not compei all the railways to accept this 
schedule, it provided that the through rates on the traffic booked 
over the railways which did not accept this schedule shall be the 
IIIlDl of the local rates. These lower rates proved highly beneficial 
to the coal trade, and therefore the traffic increased cousiderably; 
the' output nearly doubled itself within the next five years. This 
closes our survey of the coal industry in the nineteenth century, 

BATES IN THE TWENTIETH CENTURY 

(b) Pre-War 

The twentieth century heralded a new era in the history of 
the development of Indian coal industry aud the output of coal 
began to multiply. The transport facilities could not keep pace 
with the rapid growth of the industry and the traffic congestion on 
the E. L R., which was the ouly line serving the coal fields, drew 
the attention of the Government as well as the business community. 
It was found that the E. I. R. could not provide adequate faciiities 
for the traffic, which had increased and was promising to incresse 
further. Therefore, the B. N. R. was allowed an Independent 
access to the Jharia coalfields by the construction of their branch 
line from Midnapur to Jharill. The entrance of the B. N. R. into 
the Jharia coalfields gave a good stimulUS to the Indian coal 
industry, because the sole monopoly of the E. I. R. was checked 
and the much needed competition came in. As the demand for 
coal was incresslng, the Government made a further reduction in 
rates in 1902." The following'reduced rates were introduced:-

For all distances up to 75 miles inclusive 
Plus-
From 76 miles to 200 miles 

200 .. 450 .. 
451 .. 1000 ." 

1 •. Vida, Ghoea'. HOBo4raph, P. 123., 

Pie per mallnd 
l'Br mils. 

0·14 

0·12 
0'10' 
0'09 
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But this reduotion too, could not suffice the needs of growing 
Indian industries, which preesed the Government and the railway. 
for further reduction in rates. Industries situated in centres 
distant from the coal areas of Bengal, Bihar and Orissa found the 
high cost of coal a distinct handicap in their cost of production. 
This was the beginning of the industrial evolution in India, and 
the Indian industries found it difficult to meet the competition of 
imported goods. Besides, the export trade in coal had Increased 
considerably, and in the year 1906 the peak of the pre-war period 
was reached, for the export of coal amounted to a little more than 
a million tons valued at about 8 lakhs of rupees. The appeals 
of the Indian industries and trade, were, therefore, sympathetically 
considered by the Government of India and revised rates for 
coal were introduced in November 1906. The consignments in 
full wagon loads were charged on the following basis :-

Pie per maund 

For all distances up to 75 miles inclusive 
Plus for any distance in excess of 75 miles 

up to 200 miles inclusive 
Plus for any distance in excess of 200 miles 

up to 500 miles inolusive 
Plus for any distanoe in excess of 500 miles 

per mile. 
0·14. 

0'12 

0'06 
0'05 

BUBSTAlITlAL REDUCTlOll IN BATES .OB LOlIG 

DISTAl!!CB TBAFll'IO 

Thus, we find tbat there was a substantial reduction in rates, 
which benefited both the railways as well as the public. The 
extent of actual reduction effected can be gauged if we take up 
the de facto rates to some important centres. The following are 
the rates charged per ton of coal from the Jharia field to some 
important places :-

1901 1901 19U! 

n.. .. p. n.. .. p. n.. .. p. 
Be.,. ... S 1 0 620 11 2 0 
Oownpore 11 1 0 816 0 116 0 
Delhi 1414 0 12 I 0 7 II 0 
leho", 19 I 0 16 9 0 "13 0 
JIombey 21 4 0 21 7 0 11 11 0 
Xaraohi 2'713 0 26 i 0 1210 0 .. 
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It will be seen that the reduction in rates was appreoiable. 
The rates to Cawnpore were reduced from Rs. 11-1-0' in 1901 to 
Rs. 5-1lHl in 1907; for Karachi Bombay and Lahore the reduction' 
was 50,48 and 41 per cent. The 'railways profited both as the 
consumers and carriers of coal. The quantity of coal used on 
railways increased by about 40 per cent., within three years arter 
1905.1 Besides, the traffic gave a prompt response to every 
successive reduction in rates, thereby aogmenting the net earnings 
of the railways. 

Thongh transport costs play a more prominent part in the 
coal, industry, by themselves they do not reveal the true nature 
Ilf the industry, because there are other fa.ctcjrs no less important 
which affect the cost of production. Efficient production measures 
the \rUe strength of the industry. It may be noted that the 
colliery owners exploited to the full the advantages of rednced 
rates offered to them. As shrewd aud alert business men, they 
improved in the meantime ,their methods of raising coal and 
reduced their pithead costs. Fortnnately, the economic conditions 
of the country were also favourable to the advancement of the 
coal industry. As the demand for coal, both for internal consump· 
tion and for export, was rising, the colliery owners, being assured 
of the market for their ontpnt, increased their prodnction and 
made hnge profits. We have already noted that the peak of 
export of coal was reached in 1906 ; this was so because the f. 0, r. 
priceil of coal were gradually falling and also the railway freight. 

BIBB IN PBI0l!I3 BESTBIOTED THlIl DEMAND FOB COAL 

The prices of coal which fell gradna.lly from Re. 4-{H) per ton 
in 1899, to Rs.3-lH) in 1905 record a sudden and snbstantial rise in 
1906 from Rs. 3-8-0 to Re. 4-1(H), a rise of abont 30 per cent. This 
rise in prices, recorded in the year 1906, increased further in the 
following year, and in the year 1909 the average price was Rs. 6-1lHl. 
nearly donble of that in the year 1905. The growth in the coal 
industry, which was fostered by low prices, was checked by this rise. 
Indian industries snffered from the scarcity of coal, and foreign 
markets, in which India was one of the several snppliers of coal, 
were lost. Markets in the Far East and Ceylon took to Anstralian 
and Natal coaL In order to appreciate the extent of rise in prices at 

-l. Vide, GbOle, "Monograph," P. 356-67. ' 
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the consuming centres it is of interest to note that Bengal coal, which 
was available in Bombay at prices varying from Rs. 1()"0·0 to 
Rs.12-4·0 per ton in 1905, was being sold in Bombay at Rs. 17·0·0 
per ton in 1908. The Cotton Milla of Ahmedabad, which had been 
taking Bengal coal, were found to resort to wood fuel for power, due 
to this rapid rise in prices. Indnstries in the up-country centres 
like Cawnpore, AmritsBr, etc., suffered serionsly and eurtailed their 
requirements. 

LOSS 011' CONPIDENCE IN THB BENGAL COAL 

During this abnormal period, under the stimulns of high prices, 
several small colliery owners, doubtful of their safety on the return 
to normal conditions, tried to make most of the opportunity. Being 
anxions to make as much profit as possible, they unscrupulously 
failed to supply the right quality of coal. This attitude of the 
Bengal colliery owners, conscious or unconscions, placed great 
obstacles in the way of the future development of the industry, 
becanse the consumers of coal, both home and foreign, lost confi. 
dence, and Bengal coal got a stigma which it has taken long to 
remove; and in spite of the ceaseless efforts of the colliery owners 
as well as the Government, even to this day the former confidence 
has not been restored. No doubt, the blame of this suicidal measure 
caruiot be thrown upon the respectable miners, but in the long run 
the interests of the country have been jeopardised. It is since this 
time that foreign rivals obtained an upper hand over the Indian 
miners, in markets external as well as internaL Further, whereas 
Bengal coal was sold at Rs.17 perton in Bombay in 1908, the English 
coal was selling at Rs. 12-8-0 to Rs. 18·6·0 per ton. Naturally the 
consumers turned to foreign 6081. The average imp0r\8 of foreign 
coal which amounted to about 2 lskhs of tons valued at Rs. 38 lakhs 
between 1901·1905, increased to about 34 lakhs of tons valued at 
Rs. 62 lakhs between 1906 and 1910. It is the quality as well as 
the prices of Bengal coal prevalent then which account for the 
substitution of foreign coal for Bengal coal. 

From 1910 production as well as consumption recorded a 
marked increase. Production increased from 120 lakhs of tons In 
1910 to 165 in 1914, while consumption increased from 118 to 163 
during the same period, as the figures of consumption indicate. 
The import trade in coal has been more fluctuating, as also the 
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export. but the change has been to the disadvantage o~ the Indian 
industry. The imports o~ foreign 0081 which were 3,2 lakhs of 
tons in 1910 doubled themselves in 1913. whereas our exports of 
0081 dwindled from 9·9 lakhs of tons in 1909 to 7·6 lakhs of tons 
in 1913. This was a very serious feature of the ooal industry. The 
imports o~ ooal were shared by South Africa. Japan Aust.ralia and 
the United Kingdom. but the most noteworthy fact was that African 
coal acquired a strong hold in the Indian market. its imports having 
increased from about 18 thousand tons in 1910 to about 246 thousand 
ions in 1913. due primarily to rebates on the export ooal granted b:y 
the African Government, which we shall discuss in detail later, 
The imports of the bounty·~ed African 0081 later assumed a far more 
serious character -and became a menace to the Indian industry. 
Further. the fall in the export trade from about 10 lakhs o~ tons 
in 1910 to about 6 lakhs of tons in 1914, and the consequent 
1088 of foreign markets placed a very formidable obstacle in the 
growth of our ooal industry. Indian collieries found it difficult to 
regain their hold on these markets. The increase in the demand 
o~ ooal in the home market was of course met primarily by 
internal production, but the loss of foreign markets was detrimental 
to the interests of the ooal industry. This weakness, however. was 
not seriously felt, because of the increasing demand for ooal in the 
iuternal markets. "An increase in the absorptive capacity of the 
Indian market, however. fully compensated for the decline in 
exports and the increase in imports". With the progress of 
industrialisation in India the demand for ooal was increasing 
rapidly, because the alternative sources of power were limited. The 
use of electricity for industrial purposes was almost unknown. 
Foreign competition, therefore. caused no serious injury for the 
time being. The average prices of Bengal ooal f. o. r. at mines had 
risen to Rs. 6·8·0 in 1913, and RB. 7·5·0 in 1914. But the adverse 
elfects of the loss of foreign markets, in long run. cannot be denied. 

With the outbreak of the Great War conditions became 
abnormal. Communications between the countries were cut olf 
resulting in the dislocation of trade and commerce. In the belliger. 
ent countries national resources were pooled together and directed 
towardJ the military operations; India had also to ahare the 
burden. The proseao.tion of the war meant. considerable strain on 
transporh facilities. both internal and externaL The insnftIcienCJ' 
andinsecurit)' of oaean transport hindered heJ" import and export 
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trade.· and the inadequacy of railroad facilities restricted her 
internal trade. This insufficiency of railroad transport for 
commercial purposes was due to the concentration of the mal or 
portion of the plant for military requirements. 

Notwithstanding the general shortage of railway facilities, the 
Indian coal industry, due to protective influence exerted by the 
war, recorded a steady· growth; both Iloduction and consumption 
increased during the period. 

The figures of production show a steady rise, a production of 
226 lakhs of tons having been recorded in 1919. The sudden fall 
in the output is still more significant: and helps to bring out the 
beneficial effects of the War on the coal industry. The production 
which had steadily risen during the war received a setback 
immediately after the cessation of hostilities. If the railway 
transport facilities had been adequate, the production of coal would 
have perhaps increased still more. The decline in imports was 
due to the shortage of shipping facilities. The case of exports is 
similar to that of imports. The figures of consumption bear an 
eloquent testimony to the beneficial effects of War upon the coal 
industry. Consumption shows a steady but remarkable increase 
during the War and a sharp decline thereafter. 

The gradual expansion of the coal industry was interrupted 
for the first time in 1920, when production recorded a fall of 
about 20 per cent over fult record of the previous year. There is 
no gainsaying, therefore, that the war accelerated the production of 
coal in India. The War, in fact, gave the long cherished protection 
and stimulus to Indian mdnstries, which the Government of 
India had been too reluctant to accede. Under the stress of war 
and pressing military reqnirments, several new industries were 
Bet on foot, and the ~ld ones were given adequate help by thlt 
Munitions Board. The Munitons :Board admirably carried out the 
task entrusted to it and demonstrated India's potentialilie8' for 
Industrial production. 

The imports of .coal, due primarily to freight difficulties 
received a sudden check and fell from 190 thousand tons in 1915 
to M thousand tons in 1916,.and it is only once betw~ 1916 and 
1920 that. the imports increased over 50 thousand tons. With 
theeliminaQOIl of foreign competition. in the entire industrial 
field, and not lI!erely in the coal trade, the scope for expansion 
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increased. There was an extensive and growing demand lor coal 
in India during these years at first for munitions, and later for the 
new industries, which endeavoured to establish themselves during 
the boom period, and prices moved steadily upwards. The rising 
demand for coal was met by increased home production. Let us 
now revert to the position of railway facilities. 

ENHANCBHENT IN BATES 

The Government of India being called upon to finance the 
Eastern theatres of war, the finances of the country were heavily 
strained, rmd the inflation of currency, which was its inevitable 
concomitant, brought about a rapid rise in prices. Thus, the rise 
of prices and the marshalling of railway facilities for military 
requirements necessitated a general enhancement in railway rates 
and fares and no exception could be made in the ease of coal 
\ramo. In 1916 we find an enhancement in rates for coal, so that 
the rate from Jharia coalfields to Bombay, which was Rs. 11-4-0, 
was increased to Rs. 12-2-0." In a similal' way other rates were 
also increased. So also, with effect from 1st of October 1916 the 
rebates on the shipments for Indian ports excluding Burma were 
abolished. In 1917 all first class coal was requisitioned and con· 
trolled by the Government and prices were fixed by the Controller. 
This action was taken because of rising prices and frequent adulter. 
ation in coal which affected its quality. The demaud for coal 
on Government account and for industries was increasing, which 
called for a steady supply of first class coal. This control re-acte~ 
on the suply of second grade coal also, and its prices began to 
soar high, because better grade coal was not available in the open 
market. Due to searcity of coal and the consequent substitution 
of lower grade coal for superior, the supply of second grade coal 
was alao controlled in 1918, but this was soon given up. Control 
on first class coal continued and was removed in March 1920. 

GROWTH IN TONNAGE AN]) EARNINGS 

These enhancements in rates could not check the rising tide 
of Indian coal traffio' due to growiug demand and we are not 
surprised to nQte an inorease in the shipment as well as production 
of eoaL In fact, the increase in the production of coal after these 

1. Gh .... "Monorraph", pp. 873-74-
&-22 
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enhancements in rates were more rapid so that in the three years 
following, production soared high, being-nearly 21 million tons in 

,1918 and 221 million tons in 1919.' 
As the figUres show, both the tonnage and the earnings there­

from have increased; the increase in the total tonnage in 1918-19 
over the year 1913-14 was about 53 per cent., whereas the increase 
in earnings over the same period was about 60 per cent. We also 
note that after the increase in rates in 1916, the traffic received a 
setback, and the rise . in tonnage which had been gradual and 
steady right from t1le year 1913-14, was interrupted and fell from 
about 22!llakhs of tons in 1916-17 to about 218 lakhs of tons in 
1917-18. But the earnings recorded a rise from about 800 Iakhs 
in 1916-17 to about 827 lakhs in 1917-18. Thus we find that the 
railways got higher earnings with lower tonnage. This was 
prejudicial to the interests of the industry. But the difficulties of 
the industry did not end here, and in the year 1919-20, atter the 
cessation of the war, we find both the tonnage and earnings 
falling considerably. The production dropped to 18 million tons 
in 1920, This was, however, a post-war year and hence 
several other factors which crept in after the cessation of the 
hostilities have to be given due consideration, which we sha1l 
discuss later. 

INADEQUATB RAILWAY FACILITIES RBSTRICT GROWTH 

During the War, the Indian coal industry, due to intensive 
iSnd growing home demand and the absence of foreign competi. 
tion, developed appreciably. The expansion of the industry, in 
spite of the high rates, was great, and to-day we take the produc­
tion of 1919 as a record one. But in spite of this increase in 

1. Coal traffic OD India railwaJ8 during the war was as follows:-
Yoar Tola! TOMag. E<W1l'ngo 

(1akha of tcmo) (1akha of 110.) 
19111-H 171'1 497-8 
19lt-16 1841' 16"5 
1915-16 lSO-6 SSOil 
19111-17 S28i1 799-6 
1917-18 218'2 82N 
19111-19 232-5 880'{ 
1919·20 2HoO 790-8 

Compi"ed from the Reports of the Railwa7 Board, Vol. IL 
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production arid consumption of coal, we find that some indnstries 
were starved of their coal requirements and had to curtail their 
activities. Even with fl!re higher rates, railways failed to provide 
adequate facilities for the transport of coaL Lack of transport 
facilities curtailed the raising of coal. The Coalfields' Committee 
has collected very valuable evidence which proves beyond doubt 
that the railways failed to provide adequate transport facilities 
even"it the higher rates. The Committee remark: .. The want 
of a steady and sufficient snpply of suitable railway wagons is 
most important. It is generally admitted that not only the 
number of wagons available, but also the facilities for moving 
them have been inadequate. No improvement can be effected in 
the industry until this outstanding defect of inadequate transport 
is radically and permanently rectified. The lack of transport is 
itself a direct canse of waste.'" The Acworth Committee recorded 
similar' finding. .. There is a rapidly increasing demand for 
Indian coal, and output could keep pace with it, but is blocked 
by the limitation of the railway capacity."· Thns the development 
of coal industry was restricted by the absence' of adequate trans· 
port facilities. 

RAILWAY REOEIPTS FROM OOAL TRAFFIC ANALYSED 

The development of the Indian coal industry, notwithstand­
ing the inadequacy of transport facilities, proved beneficial alike 
to the carriers, the producers and the consumers. The earnings of 
aU the railways from coal traffic, increased, 'as will be evident 
from the following table :-

Year 
1914-15· 
1915-16 
1916-17 
1917-18 
1918-19 
1919-20 . 

Earnings on Coal TraJfic· 
{in lakhs of Rs.) 

B.N.B. E.I.R. 
94·5 334·5 

105·4 334'4 
120·8 408·3 
125·2 387'9 
119·7 437·1 
121·1 408·8 

1. Coalfielda' Committee Report, Para. 74. 

G.I.P.R. 
42·7 
76·5 

110·1 
97·3 

112·2 
99·7 

2. Mr. Church, Mining EDgineer to Railway Board, Acworth Report, p. 7. 
3. Compiled from the Reporta of Reilway ·.Foard, VoL II, 1913·14 to 

1920·111. . 
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We cannot, however, fail to note that war had offered an 
unique opportunity to the Indiau coal ind1JStry, which could not be 
fully utilised due primarily to lack of transport facilities, because 
the heavy strain of military transport, so much so that by the end 
of the war the Indian railway system stood thoroughly paralysed. 
Repairs aud renewals had been po3tponed indeftnitely. .. There is 
a large demand for Indian coal for export, but in the absellC8 of 
adequate transport facilities for meeting it, India is missing an 
exceptional opportunity of establishing itself in the foreign 
markets, where it!! coal is in great demand. If adequate railway 
facilities are provided the production of coal could be increased ... • 
Inadequate railway facilities restricted output. In 1918 and 1919 
mines raised far more coal than the railway could transport and 
led to rapid accumulation of stocks in the collieries. I 

THB POST-WAR POSITION OP TBII COAL INDUSTRY 

The treaty of Versailles heralded a new era in the industrial 
history of the world. The abnormal conditions having been 
removed, the field was prepared forreorgauisation and reconstruCtion. 
The re.habilitation of the country after the ravages which war had 
wrought was the watch-word of the day. While the belligerent 
countries were thus engaged in their task, the neutral countries 
tried to inc:rease their commercial activities. This meant Increased 
demand for goods and services. Huge debts were incurred for 
reconstruction of trade and industries. India's task was no less 
difficult. 

RaihVlly facilities in India had fallen short of the requirements 
long before the close of the war, and. as we have noted above, large 
quantities of coal accumulated at the collieries, especially during 
the years B18 and 1919. After the cessation of hostilities, it 
was incumbent UPOll' the Government of India to take up im­
m!l!liately the rehabilitation of the railway plant so as to supply the 
~wing trausport requirements of trade aud Industries. But the 
Government of India failed to make any immediate provision and 
took actions which marred the future of the country. Instead of 
helping the industries, which had been set up during the war, due 
primarily to the necessities aud circumstances created by the war, 
it either withdrew the former help or did not give additional help 

1. SirO. Innes, A."orthC.mmi_ Beport, 1"7, 
II. TuiJf Board, P.rI. U. -



COAL 

'Which the post-war condition9 called for. Natural protection 
which was afforded to .Indian industries by the elimination of 
foreign competition ceased after the cesgation of hostilities. Under 
the adverse post-war conditions and step..motherly treatment of the 
state, the infant bnt essential industries which war had fostered 
soon gave way before their foreign rivals. This vitally affected the 
interests of the coal industry, which we shall have occssion to 
discuss later. 

THB CONDITION OJ!' COAL INDUSTRY BXAHINED 

In 1919, Mr. Treharne Rees, a Mining Engineer was engaged 
by the Government of India to investigate and repQr1; on the con. 
ditions of coal mining industry with a view to increase the efficiency 
of the industry. He visited the coalfields of Raniganj and Jharia 
and in Angnst of that year submitted his report on the beat means 
of securing greater economy in the prodnction and consumption of 
coal. Thereupon the Government of India appointed a Coalfields' 
Committee in Jannsry 1920, nnder a resolntion which indicated 
that the Government of India had for some time nnder consider­
ation the qnestion of devising means of redncing the large avoidable 
waste of coal known to occur at the Raniganj and Jharia coalfields. 
This was dne mainly to difficnlt methods of extraction, r$nIting in 
the total loss of a large amount of coal, to inefficiency in the 
generation and use of power, and to extravagant methods of coke 
making.1 The Majority Report advocated the necessity of State 
control to exercise a controlling anthority with powers designed' to 
ensure conservation and economic extraction. The tJommittea 
stated, inter alia, that a steady and sufficient supply of wagons, with 
the requisite facilities for moving them is the most·nr~nt need of 
theindustry." Thns, adequate provision of Railway facilities for the 
transport of coal was fonnd to be the primary need of the induetry • .... 

BNHANCI!IMI!INTS IN RAILWAY RA.TES 

The prices of coal had soared high. The average price f. o. r. 
at the mines, of the best quality of Bengal coal (Dishavgarh) was 
Rs. 8-12-10 per ton for 1920 compared with REI. 5-1-4 per ton in 

1. From tbe .. solutiou :quoted. by tb .. Geological Survey of India, 
Vol. LVII, p. 97. 

2, CoIIlfieJde Commi",," 
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1916. In view of the rising prices working costs of the railways 
had risen, and hence the Government of India thought of enhancing 
the railway rates. This seemingly prompt action on the part of the 
Government was due to the pressure of the railway companies. 
The railways contented that in the post.war schemes of rehabili­
tation, and especially in view of the reorganisation of railway 
equipment, the raiSing of the rates for the carriage of coal is one of 
the most important issues. The existing rates were fixed some 15 
years ago, when the working expenses were very much lower than 
they are now. They were barely remunerative and at the present 
time do not cover cost of carriage. Moreover, the absence of 
shipping in the first instance and later the high cost of sea freights 
has forced nearly the whole of the trans-Indian coal to rail, with 
the result that nearly half the broad-gauge goods stock of the 
country is locked up in this traffic. The existing rates, therefore, 
amount to a tax on the public for the benefit of one section of the 
trading community, and an enhancement of the rates to a figure, 
which will give a fair return for the serv·cas rendered, seems 
inevitable. This, in short, was the line of argument adopted bY-the 
railway companies in advocating an enhancement in coal rates. It 
is clear that the railway companies wanted to raise their earningS, 
not by developing the traffic, but, by restricting it. In fact, 88 

adverted to above, the receipts of the railway companies had already 
riseu considerably during the war and would have risen still more 
if the railways had provided adequate facilities. But instead of 
ellfleavouring to increase their plant, the railway companies, in their 
usual short-sighted policy, thonght it advantageous to enhance the 
rates as a preliminary to future reorganisation. 

The Government of India yielded to the wishes of the railway 
companies. The Railway Board in their Communique stated, .. It 
is unanimously agreed amongst railway companies that the existing 
rates for coal from Bengal coalfields are distinctly low and can bear 
enhancement, and they accordingly propose to increase the freight 
charges for this commodity by approximately 5 per cent. for long 
distances varying to 7\ lIer cent. for short load traffic"'. The 
Communique clearly shows the pressure which was brought to bear 
upon the Government. But the attitude of the Government 

1. Railway Board Letter No. 345fT/16 dated SimI .. the IlIth 01 November 
1919. 
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towards this most· important issue is indeed surprising and 
unfortunate for the industry. Instead of the meek and submissive 
attitude, as portrayed iu their aforesaid communique, the Govern­
ment of India, in the interest of the national industry and the 
general consumers, should have made the increase in rates 
conditional on the provision of adequate transport facilities. 
This would have been convenient to all the parties. Given 
better transport facilities the traders would not have grudged the 
proposed enhancement in rates. Bnt, that was not to be. The 
rates were raised from the first, Apri11920, as summarised below :-

Preunt and propo8ed rate 
P,~&alo 

PW fJM' P;' JUl' 
.........J .........J 

- JUl'".u., JUl'".u., 
Up to 75 mil.. 0.14 Up to 100 mil.. ... 0'15 
Plus from 7.6 mil .. to Plus from .101 mil.. to 

100 miles O'l!! 700 miles ... 0 ·115 
Plus from 1101 miles to Plus from 1101 miles to 

500 miles O' 06 700 miles 0.06 
Plus from 501 miles Plus from. 701 mil .. 

upwards 0'05 upwards 0.05 

The incidence of the increase in rate on the movement of 
traffio'"will be better understood when the actual rates are worked 
out on the aforesaid basis. An attempt is made to portray the 
precise nature of charges introdueed by taking up a few concrete 
instances as given below:-

M"-t 

469 
739 
978 

Rate fJBr' mauna from Jharia 
BtalioAlo Old ralo 

Ra, a. p. 
Oawnpore 8 1 0 
Delhi 7 111 0 
Amritaar 910 0 

N ... ,.." 
Ro. a. Po 
660 
8 8 iI 

10 3 0 
1011 LahON 9 15 0 10 8 0 
1407 Karachi City 13 II 0 13 a 0 

173 Howrah <.II 4 0 3 8 0 
164 Titaghur 3 51 0 3 8 0 

. It will be seen from the foregoing table, that the distant coDBlUDing 
markets had to bear a higher incidence. Thus. whereas markets 
like Howrah and Titsghnr bad to pay lID increase of ouly 4 as. per 
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maund, Delhi, Amrirsa'r and Lahore, etc. had to pay 9 as. 
per maund. The burden of the increased rates is better realised 
when it is i:emembered that these markets nsnally have to pay sub. 
stantially high rates, due to their location, distant from the coalfields. 
In faat, as can be seen from the foregoing statement, the indus­
tries at Amritsar and Lahore have to pay the railway freight, treble 
of that paid by those in Calcutta. The capacity to bear the transport 
charge of an article like coal, as discussed elsewhere, is strictly 
limited. Doubtless, in the absence of a suitable substitute for coal in 
India, especially in the up-country centres, railways can successfnlly 
levy a tax upon the industries; but this is detrimental to the 
interests of the country. 

Not being content with the increase in rates introduced in 
April. 1920, the railway companies pressed for still higher rates. It 
should not, however. be understood that the Government willingly 
and readily granted these enhancements. A communique issued 
after the increase in rates, referred to in the preceding paragraph. 
states: • The Government of India are most reluctant now that the 
war is over to embark upon further schemes involving restrictionS 
on trade, but they are aware that the general trade of the country is 
being gravely hampered by the diflicnlty of moving produce and 
that many of the industries of India, especially the small industries. 
have lIIllfered severely from the diflicnlty of obtaining coal'" But 
the Government is to be blamed for yielding to the dictationS of the 
railway companies, even though apparently against their will. 
because the rates were increased a second time in 192L .. After a 
careful consideration," runS the letter of the Railway Board ... the 
Government of India have approved of the introduction of the 
following revised scale for the carriage of public coal with effect 
from the ld April 1921 : 

For tho &rd 200 miloo 

PIua for 201 to 300 mil .. 

Plua for 301 to 700. " 
Plua for 701 miloo and beyond 

Pie"..._"" ".,. .. u. 
0'10 
0'13 
Oo(ff 

0-06 " 

L Tho Govemm8ll$ of IIidia Prell Communique, daYd, Simla, the 
9th. July, 19l1O. 
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INADEQUATE RAILWAY.PACILITIES 

Even 'With these enhanced rates the railways could not meet 
the requirements of the trade and the complaints :from traders 
increased. In fact, the development of the industry was throttled 
for want of adequate railway facilities. This fact was admitted. on 
all hands. Mr. Peat says, .. Because of the lack of railway facilities 
for the carriage of coal seven large Jute Mills, employing 40,000 
workerS had completely stopped on the 14th January 1921 ... 1 

This inadequacy of railway facilities alI'ected other industries . 
no less. The entire industrial system of India was starved. This 
was admitted by Mr. Hindley, the Agent of the E. I. R., before the 
Acworth Committee. He said, .. It is impossible to estimate the 
loss to trade which would be brought about by the delay in 
providing essential facilities, and the persistent failure to keep ·the 
capacity of the lines up to the demands for transportation. The 
position is already so bad that at times the railway has to restlict 
and even to entirely close down the acoeptance of goods traffic. 
Only one-half of the demand for wagons for merchandise could be 
met. For the past 26 years there has always been an inability to 
provide transportation to the extent demanded, and the position is 
getting worse day by day. At times, when the demands for coal 
reach their maximum, the capacity available for ordinary goods is 
considerably less than required; large quantities of merchandise 
offered for transportation have frequently to be refused. Improved 
facilities are necessary, not only on the E.I.R., but especially on the 
adjoining lines and junctions .... 

[Working under these difficulties it is but natural that the 
expansion of the coal industry should receive a setbacl(7 .. For the 
first time since the year 1882 the expansion in the coal mining 
industry has been interrupted, the record production of 22' 6 
million tons in 1919 falling by over 20 per cent. to 17· 9 million 
tons in 1920 ... • [This redueed production was due to the shol'lage 
of railway wagons' for loading] Large stocks of coal had accumulat. 
ed at the collieries in 1918 and 1919 due to lack of wagon supply; 
and the loss which the colliery owners hq,d incurred thereby was a 

1. Mr. Peat, .Chairman, Indian Jute Mill Aasociat.ioD,-Acworth Com. 
mittee Report, Chapter, I, p. 10. 

I, Report of Acworth Committee, Ch. II, p. 8. 
3. Records of Geoloaicai Sune, of India, Vol. LVII, p. 28. 
B-23 
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sufficient warning to them to reduce their output. With~ the 
cessation of the war. it is said, at a time when the various 
collieries were in a· condition to meet increased demands. 
there were all the potentialities of a slump. This slump in 
coal trade. which paralysed the industry. was brought about 
by shortage of wagon supply and the malady was aggravated 
for want of proper diagnosis. The Tariff Board says. .. In 1919 
and 1920. the E. I. and B. N. Railways despatched only 30 million 
tons of coal though 37 million of tons had been raised in Bengal 
Bihar and Orisaa in these two years".1 Not only could the depression 
be averted but even the pace of development could be maintained. 
if the State had followed the right industrial policy. With adequate 
protection to industries. old as well as new. which were started 
during the war. and efficient and adequate wagon supply. both 
internal and external markets for coal could be maintained. The 
post-war fall in prices would have been neutralised by efficient 
working of the mines and elimination of waste. 

AN E1lBARGO ON COAL TO RELIEVB RAILWAYS 

The Government of India, however. thought otherwise. Instead 
of providing for the deficiency in railway facilities, which had 
restricted the output of coal and caused' scarcity in the internal 
markets, the Government of India placed an embargo on the export 
of coal This was a policy suicidal to the interests of the coal 
industry. ~hich lost a most opportune time for expansion. At this 
time the demand for coa1, both at home and abroad. was rising and the 
collieries were in a condition to meet this demand if only a prompt 
and adequate wagon supply was forthcoming. In fact the exports of 
Indian coal had risen from 75.000 tons in 1918 to 1.200.000 tons ill 
1920. when export restrictions were imposed to relieve the strain on 
the railways.' This rise in export was a happy augury for the 
future development of the industry but was nipped in the bud by 
the restrictions on the export trade. The embargo lost us our 
foreign markets. which we have not been able to recover as yet.' 

1. Tariff Board, Para. 11. 
II. 1Iecorda of GeoIOllical sum, of India, LXV. Po 83. 
3. Th. Indian coal export trade W&II cnt DB at. DIO!IIOIll when R 

reached ita hillheat; point, and It is u.. effect of u.;" _ pliKbt which 
is still writ la\'110 on u.. p ...... t depremed &tale of u.. trade. 
See Minute of DiIsont, Report of u.. Indian Coal Committee, P. 138. 
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Thus, it ls the Bhortage of wagon supply rather than of Btocks 
which was the root cause of the ban on coal tmde and ita' 
eoustiquent decline. . 

The Majority Report of the Indian Coal Committee- of 1925 
referring to the embargo on the export tmde BaYS, .. The rapid 
expansion in the demand for coal after the war resulted in a very 
heavy strain on the capacity of the railways in 1919 and 1920. So 
large a proportion of the wagon supply of the country was taken up 
by coal tmffic that tmde in general was greatly hampered and many, 
especially the smaller industries of India were BUffering severely 
from the difficulty of obtaining coaL'" It is obvious that as a large 
proportion of wagOns was being taken up by the coal tmde to the 
detriment of general commercial interests, and that even with this 
Bupply the total requirements of coal tmde were not met, it was all 
the more necessary for the Government to increase the wagon 
supply aud afford thereby an adequate accommodation. Transport 
facilites ought to have kept pace with the growing needs of trade 
and industries. But this was not to be. The Coal trade was denied 
all justice. 

PROGRESS FROM 1920 TO 1925 

We have referred at length to the embargo on the export tmde, 
because it is a key to the subsequent post-war developments in the 
Indian coal industry. The following statement BUmlllj1'ises the 
development of the industry till 1925 when the Coal Committee 
submitted its report :-

y ..... 

1920 
1921 
1922 
1923 
192' 
1925 

Stl(fJPllI of Goal in India" 

(in lakhs of tons.) 

~~~I 1IJ;o'fo• t • ol .A.fJlJilabl. 
BUl'f'1I 0' Indifm .. ,.z. 

,0"'(lfIcoa/. 
180 HI '39 
193 2'7 1011 
190 -n 11'6 
196 Jo4. 6'S 
212 2'0" 311S 
,209 2'2 4'3 

1. Indian Coal Committee, p. 7. 

Total ,,,,"1Gbl. 
_#lUl'l'lll. 

168 
201 
201 
201 
21' 
211 

I. Compiled from the Supplement to the Indian 'fiade Journal, 1929, p. 2'1. 
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Coal mining shows signs of recovery, as the foregoing table 
brings out. But the recovery has been very slow and unsteady, so 
that the output of even 1925 lagged behind that reached In 1919. 
It failed to recover in full the lost ground. This has been attributed 
to several causes: reduction of the post-war demand in the earlier 
part of the period; uuremuuerative selling prices; an acute shortage 
of railway wagons for loading; inadequacy of the labour Il1Ipply 
and decreased output per person; the prolonged strike on the 
the E. I. Railway during 1922; floods caused on the Jharia 

- coal-fields by an exceptionally heavy monsoon in 1922 ; fires caused 
by the spontaneous combustion, necessitating the closing of mines 
towards the end of the period; and the importation of foreign coal 
in increasing quantities1

• The cumulative effects of these adverse 
circumstances coupled with the world-wide depression In trade 
explain the reduction of the coal output. 

Export figures tell a very sad tale. In view of the crisis in 
the coal trade, the Government of India in Jruy 1920 stopped 
the export of Indiau coal, except under license. A little 'later 
the preference given to bunker coal was also taken away. In 
April 1922. all restrictions on the export of cargo or bunker coal by 
. sea to ports in India was removed, but sending coal as cargo out of 
British India was still probibited. The embargo was entirely 
removed from January lst, 1923. The effects of embargo were 
immediatJl and the exports were checked and dwindled to an 
insignificance, amounting to 77 thousand tons in 1922. The export 
markets in the absence of Indian coal took their coal requirements 
from other countries. The Indian Coal Committee admitted that 
the quality and price of the supplies obtained by these markets 
from other sources, and especially from Africa, after the embargo 
was imposed, proved so satisfactory that the pre-war relationships 
has been reversed, and established bnsiness relationships are an 
obstacle to the re-introdnction of Indian coal even in a market like 
Colombo, where it ouce held a commanding position·. It is no 
wonder then if Indian exports have been unable to regain their 
former position; the two most important markets, Ceylon and the 
Straits Settlements were lost. After the removal of the embargo, 

1. Record. of the Geoloeical Survey of India, VoL· LVII, p. 16. 
t. Report.onbe India .. Coal CommiUee, Po II. 
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however, the export trade has recovered to some extent. The 
export figures of 1925 show a decided increase, but they are far 
below the pre-war average. It has been rightly remarked that 
.. Indian coal miners can adequately supply the home market and 
keep up a flourishing export trade. There can be no doubt that a 
healthy exPort trade may be a sure indication of satisfactory interoal _ 
conditions, betokening alike the existence of efficient transport 
system, and the satisfa~on of the demand of the-consumer first. It 
is to be hoped that the removal of the restriction on the export 
of coal, the grant of railway rebates, and the opening up of new 
fields in India, will help this country to recover the position she 
formerly held in these importimt outside markets, during the near 
future'." . 

The imports of foreign coal which had dwindled to insignifi. 
cance during the war, from nearly 645 thousand tons In 1913 to 
40 thonsand tons in 1920, rose to more than a million tons in 1922. 
This is a sad commentary on the Government policy. To have 
prohibited export and at the same time to have arranged for the 
coal supplies from the foreign market was a double wrong on the 
Indian coal trade". The coal industry lost its hold on foreign 
markets, and the embargo fostered the penetration of foreign rivals 
in her internal markets, which it js now finding difficult to oust out. 
In port towns like Bombay, imports of foreign coal have 
re-pIaced Bengal coal. The action which was taken as an adminis­
trative expediency, because the provision of increased railway 
facilities, as an alternative to embargo, would have been com­
paratively difficult, and not a deliberate move to hinder the progress 
of an indigenous industry, has wrought damages difficult to repair. 
Thus, the embargo, transport difficulties in form of scarcity of 
wagons and high rates, the rise in pit.-head prices, and the quality 
of Indian coal, all conspired to encourage foreign imports. 

Under the stress of the shortage of wagons, the rise of prices 
and consequent rise in the cost of operation of the railways, the 
Government of India had effected an all-round general inorease of 
railway freight in 1922, whioh was continued till 1926. The 

1. J. O. BroWD, Recorda of Geological Survey of· Indio, VoL LVII, p. 29. 
II. Vid .. mllute of DisaeIlt, II1dian Coal Collllllitte., p. 138. 
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rates prevailing dnring the period 1922-26 were generally high, u 
will be seen from the following statement :-

Oomparative statement of RaiZwall Freights 

To 

C&wnpore 
Delhi 
LohoTe 
llomhay 
Kanahi 

lIae .. "er Ion fr&m J1usriG Coal Fit/a. 
p,.,-t/JM Pod_tDCIf" 
(in 1007) (in 1922-26) 
lis. .. Po R .... Po 
6150 810 
715 0 1010 0 
9 13 n 13 2 0 

11 , 0 1'1. 0 
12 10 0 16 II 0 

High railway freight, coupled with the scarcity and irregularity 
of wagon supply and higher raising costs of coal, restricted the 
consumption of Indian coal and helped the imports of foreign coal. 
The average pit-head value of Bengal, Bihar and Orissa coal had 
risen fromRs. H~ to Rs. 7-1~ in 1922 and Rs. 7-1~ in 19241• 

The total consumption of coal-local as well as imports-has been 
rising gradually, but the progress lagged far behind reasonable 
expectations. Several canses have operated to restrict this growtb, 
of which the railway problem is very important. By 1924, the 
production of Indian collieries had risen to nearly 212 Iakhs of 
tons, but could not be disposed of, due to canses already mentioned. 
Thus, by 1924, the Indian coal mining industry manifested the 
signs of over-production a formidable menace to its future. 
Indian railways, on the one hand, had increased their freight 
considerably, and on the other, they failed to supply sufficient 
wagons of the right kind. 

THE ANALYSIS OJ' RAILWAY TRAJ'PIC AlIID RBCBIPTS 

During the period under review the traffic in coal, coke, and 
patent fuel carried and the earnings therefrom were as follows :­

(Both tonnage and earnings in Iaks) 
B.N.R. B. r. B. Tolal ... IIlZ Rig .. 

y ..... Tonnage. EaruiDg& Tcnmage. Eaming& Tonnage. EaruiDgL 
tollll lis. - lis. - lis. 

1920-U 87"1 127'S 111"1 «7"1 21S-I 821-4 
1921·n 85-9 116"15 89-6 8771 187-9 780'0 
1922·" 3S-6 Uo-o lot-6 471'5 103"1 853'0 
1923·'" 88-6 125'0 106'1 4SO'4 19S'5 822'3 
1914·16· «'1 11500 120-8 554-4 228" 916-5 

• Pip ... after 1923-9& .... of traflio oarriod on rn.. I Ran .... )'1 0017' 

1. Geolosiea1 SnrvP7 of India, Vol. LX:rV, p. II. 
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As the figures show, both tonnage and earningS received a 
letback in 1921-22, but soon rose in 1922-23. Thereafter, there 
has been a steady rise. Because of the rise both in tonnage and 
earnings, after 'the general enhancement in rates, the railways 
grudged to accede to any reduction in rates on the plea that the 
rates in force were such as the traffic cOuld bear. But the position 
taken by the railways had very little justification as the subsequent 
events proved. Whenever any plea for reduction of coal rates was 
made out it was vehemently opposed; but every reduction justified 
itself. The increased coal traffio was due to rising internal demand 
for coaL ' 

THill INDIAN COAL COMMITTIIIIII 

Under these circumstances, an expert Committee, known as the 
Indian Coal Committee, was appointed in September 1924, .. to 
enquire and report (i) generally what measure can be tsken by 
Government, by the coal trade, by the railways and by the ports, 
whether singly or in combination, to stimutate the export of 
suitable coal from Calcutta to Indian and foreign ports, and (ii) in 
particular, whether effective measures can be taken for the pooling 
and grading of Indian coal for export and for bunkering aiid how 
the costs of suoo measures should be met." 

From the terms of referenoe Of the Cllmmittee, jt is clear that 
the Government of India having realised the gravity of the conditions 
of export trade was anxious to remedy it. Accordiligly, the Indian 
Coal Committee made a full investigation into the whole subject ot 
export trade and issued their report in March 1925. Later in 
September 1925, the Government of India referred to the Tariff 
Board for investigation the question whether a protective duty 
should be imposed on imported coal generally or coal imported 
from any particular country or countries. and, if SO; at what rates. 
The recommendations of these two bodies had far.reachilig effects 
on the coal trade. But it is olear from the'references of both' the 
enquiries that the Government of India, being p~pied with 
the dan&erous condition of the export trade, neglected the demands 
of interllal markets. As the statistics of the interllal trade were 
cUscontinued, we are unable to gauge accurately the internal 
movements of coal, but thegrcwing complaints of Jndian traders 
and industrialists against excessive railway rates and inadequate 
Apply of '\VlIions bear an 'eloquent iestbnony 'to - the unh9f!1th;y 



184 RAlLWAY RA!rES AllD FARES 

state of affair. Needless to say that improovements in this branch 
of our trade were equally necessary. 

The most striking feature of the coal industry by the end of 
1924 was the excess of available supply of coal as compared with 
the demand. both internal as well as external. It will be recalled 
that some very important foreign 'markets were lost while the 
embargo was operating which could not be recaptured. Therefore. 
even though the actual output was much below the figure of 1919. 
the available supply could not be disposed of. and the surplus 
stocks began to accumulate. Higher railway rates on the internal 
traffic intensified this tendency. 

This over-production. either actual or potential. led to severe 
depression in the coal industry. by the beginning of 1926. with 
heavy falls in the prices of coal and the closure of many mines. ~ 
After 8 full investigation it was found that the quality and prices 
of Indian coal were at the root cause of this situation. The demand 
for Indian coal did not show proper response because both quality 
and prices acted against it. If proper precautions were taken, and 
improvements effected. demand. both external and internal. was 
sui'e to rise. The problem before the industry. therefore. was one 
of price and quality. 

THB IlITDIAI!I'.'COAL GRADIlITG BOARD 

As for the improvement in quality. the Indian Coal Com­
mittee recommended that -8 Grading Board should immediately 
be established. which would grade collieries, which produce coal for 
export and arrange for the issue of certificates for each consignment 
of coal exported. The Committee indicated the general outlines on 
which all Indian coals were to be classified. and it was suggested 
that a grading list should be published by the Grading Board. as 
soon as possible. classifying the different collieries and seams on 
this system. Those COllieries included in the grading list were to 
be eligible for the special concessions from the railways aud from 
the Calcutta Port Commissioners but ouly on certified coaI. The 
Coal Grading Board was, accordingly appointed in March 1926. 

The Grading Board has rendered useful service to the collieries 
and the consumers alike. for w hereaa the former have been able to 
increase their sales, the latter are assured of II better and more 

1. Recorda of tho GeolOllical Surve,. of IDdla, 1925. p. 149. 
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uniform quality. In S/lpt8f,!lber 1929, the Board addressed the 
various Chambers of Commerce inviting them to express their 
views on the work performed by it during the past three years. 
The replies received bear an eloquent testimony to the achievements 
of the Board. 1. The Board baa done much to ensure confidence in 
the shipments of Indian coal. The recovery of the reputation of 
Indian coal, says Mr. Bray, baa been a lengthy process, but there 
can be no doubt that the supervision and the certifIcation of the 
cargoes by the Indian Coal Grading Board have been of the 
greatest assistance to the industry, and the system, which now 
seems to be very firmly established, baa proved to be acceptable 
both to the buyers and the consumers. 

The price disability of Indian coal was also properly attended 
to and efforts in the right direction were made. Higher prices of 
Indian coal were due to inefficient production and the Jack of 
adequate and cheap trausport facilities. Immediate and simul­
taneous improvements in both the directions was necessary, with 
the close co-operation of colliery owners, railway authorities and 
the Government. Raising costs could be reduced by the increased 
use of mechanical appliances for coal cutting accompanied by 
improved railway facilities, adequate enough to handle the 
increased output and to avoid stocking and pilferage. • 

Before discussing railway rates on coal it would be fruitful to 
analyse the problem before the industry in greater detail. This 
problem presents peculiar difficulties to the colliery-owners, 
railways and the consumers alike. Railways are confronted with 
peculiar difficulties due to the wide seasonal fluctuations in the 
wagon requirements of the Indian coal trade, congestion of the 
collieries, and the low average output. Labour employed in the 
coal-fields being pnmarilyagricultural, the ooIliery raisings are the 

1. .. A VllJ' large user of Bengal coal etat .. that there has been marked 
improvement i.o. the qualit:r of the Bengal coal suppli .. since the Beard 
came into being. II Burma . 
.. The shipment certificata and the supervision of :rour Beard have 
aiven aatisfactolJ' results." Sinaapore • 
.. The coal received from India is found to be highl:r aatiafactolJ' i.o. 
e">7 W&:r." Hongkong • 
.. In the opl.o.ion of the Chamber :rour Beard is fulfilling an im!,ortan$ 
function i.o. a moat efficient manner." Northern Indill. 

B--2I 
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highest between February and May, ,mel\, the agricultnral opera. 
tions are at a stand still. As the storing and stocking of coal is 
wasteful, it needs to be despat.ched immediately after it is raised. 
The result is that the demand for wagons on the coallields reaches 
its maximum, at a time when the demand for wagons to move all 
other traffic is at its heaviest. It is during the busy season that 
inadequacy and irregularity of wagon supply Is more acutely felt. 
This is the most difficult problem that the railways, especially the 
E. I. and B. N. Railways, have to solve. 

This inadequacy in wagon supply affects the cost of production 
of coal. Over-head costs can be reduced by the introduction of 
mechanical coal cutters which increase the output and reduce the 
cost per unit. But the wagon supply being inadequate and inter­
mittent, the collieries have to resort to wasteful stocking. This 
uneconomic stocking has materially affected the output of the 
colliery, with the result that the machines have not led to that 
saving in overhead costs, which the companies concerned had 
every right to expect. In short, a suitable and regular supply of 
wagons is a primary necessity of the coal industry. 

INCREASE IN WAGONS AND THEIR EFFICIENT UTILISATION 

The evil, therefore, has to be removed. To procure enough 
new wagon~ to enable a full supply to be given to the collieries 
throughout the year would be uneconomic; aud it would raise 
the freights unduly high. The shortage of wagon supply should 
be removed partly by additions to the wagon stocks of the railways, 
and partly by a better and more efficient utilisation of the existing 
stock. It should be admitted that the efficiency in wagon supply 
has been increased by the Introduction of the pooling system 
since 1921. So also there has recently been a marked improve­
ment both as regards the wagon supply and other railway facilities, 
and yet it must be noted that the railways are not in a poeition at 
present, especially during the lirst halt of the year when the 
demand for wagons all over India is heavy, to meet the wagon 
requirements of the coal trade. 

lNTBODUOTION 01/ SIIIABONAL RATlilS 

The improvement in the number of wagons and their speed 
should be supplemented by the introdnction of seasonal rates. 
Events subsequent to the pUblication of the report of the Indian 
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Coal Committee have IUllPly demonstrated that however efficient 
wagon supply may be, it is bound to give way some time in the 
busy season. The seasonal character of the demand for coal and 
its greater intensity in the first half of the year makes a proper 
adjustment and manipulation of Iohe wagon supply as well as 
demand all the more necessary. Mere manipulation of wagon 
supply is not enough; both mnst be manipulated. The Railways 
in their own interest must remove this tension of seasonal traffic, 
necessitating additional eqnipment which cannot be employed all 
the year round. We concur with Mr. Banerjee that seasonal rate 
should be tried so as to stimulate the demand for coal in the 
alack season, when a large number of wagons lie idle throughout 
the country. This will be beneficial to the shipper, carrier and 
consumer alike. 

PUBLIO DIIIJU.ND RIIIDU(7flON IN RATIIIS 

LeI; us now review the freight position. The higher rates 
introduced after the war, as adverted to above, had proved 
excessive and the growth of trade was being restricted. This 
gave rise to complaints and repeated requests were made to the 
authorities concerned to reduce the rates which were pressing 
heavily upon the industry. The Associated Chamber of Com­
merce, for instance, adopted the following resolution on the 16th 
December 192{: "In view of the fact that the present high 
rate of railway freight on coal has prejudicially affected the main­
tenance and development of industrial concerns in Northern India, 
and those situated at a great distance from Bengal and Bihar 
coalfields, this Association strongly urges the Government of 
India to take immediate action substantially to reduce the railway 
freight on coal carried over long distances." Similarly, the Hon. 
Rai Bahadur tala Ramsaran Das moved the following resolution 
in the Council of State on the 15th September 1925: " This 
Council recommends to the Governor General in Council that 
special concession rates be granted by the different railway 
systems for rail way freight on coal when booked in full wagon 
loads at owner's risk-(i) for long dlstanoe of 500 miles and over; 
and (II) during the slack season over various ril ways." This 
resolution, notwithstanding the opposition of the official benches, 
was carried wilhout being taken to a division, but it failed to 
receive Government assent. Needless to mention that this high-
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han!1ed policy of the Government was subjejlted to vehe~ent 
criticism both from the platform and the press. 

REDUCTIONS IN BATES OI!'l!'ERED IN 1926 

In due course, Sir ChFles Innes, while introducing the 
Railway Budget for 1926-27, announced that the railway freight 
on publio coal carried for distances exceeding 400 miles would be 
reduced to the level of rates in force for locomotive coal. This 
meant a reduction of about 10 per cent.1 The reduced rates were 
put into force from 1st April and worked out as follows :-

BATES PEB :MAUND !!'ROlli JRABIA Jl'IELD 

F"""" ... 1lat .. lUd".u 1latu 
Rs. .. P. Rs. ... P. 

Oawnpore 8 1 0 180 
Jubbulpore 9 1 0 8 6 0 
Delhi 10 10 0 9 1 0 
lAhore 18 2 0 12 0 0 
lIombay 15 6 0 18 l' 0 
Ka....,hi 16 16 0 1& 18 9 

THEm EJI'Jl'ECTS ON OOA~ TBAI!'I!'lC 

It behoves us now to examine the effects of these reduced 
rates on the movement of traffic so as to be able to understand the 
attitude taken up by the authorities and the justification thereo!; 

Coal Tra.f!ic carried on OlaBIJ I Railwall' 
7'01al on..u 0l4M I 

AN.A 11.1. A BGiI...." 
y ..... 7'0,._ Eamin,. 7'OMag. E<>rAiAg. 7'_ E"'"""flI 

toua. Ra. tolll. Rs. tooo. Ra. 
1928-24 88'6 126'0 106'1 480" 198'5 822'8 
1924·25 44'1 125'0 120'8 654" 228'6 916'5 
1921;·26 49'0 B60t 113-3 548'3 no'l 896'5 
1926-27 6N 144'1 117-6 63911 Jst'l 90311 
18J7·~ 66'S 155'7 UN 660-8 J&711 960'4 

It will be seen from the foregoing statement that both the 
railway tonnage and the receipts have maintained an upward 

1. n. said, "0111' actual proposal is that OD distoDCM exeoodins 400 mil.., 
the roles 01 freight for public coal ahould be!edneed to tho rate DO" 

in forea for locomotive coel. This JIIeOII8 on JODI c1istoDoo traffic, • 
!eduction of freight roughly emountinl to 10 per cent." 
Vide, Budget Speech, P. &, 1926-117. 
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trend notwithstanding the higher rates. This fact was taken up 
by the railway authorities as an indication of the reasonableness 
of, J;he Orates - charged. As discussed elsewhere, the increase in 
traffic by itself does not offer full justification of the reasonableness 
of the rates charged. In wch cases the nature of the article 
transported and the demand for it should be carefully scrutinised. 
But the railway authorities frequently' ignore this important 
consideration. In the case of the commodities which are necessaries 
of life and have an inelastic demand, the railways can easily impose 
a tax upon the commodity without affecting the movement of 
traffic. Indian railways, being impervious to public opinion, have 
never failed to exact their utmost from the community, whenever 
they could get an opportunity. Here, we have the fact before us. 
The public continued to consnme coal and paid the tax, in spite of 
the higher railway freight, because there was no other substitute 
for coal available. Besides, with the development of industries, 
the demand for mechanical power was increasing, and therefore, 
even thongh the railway rates on coal were high, people could not 
help using it. In those cases, however, where they could find 
some suitable IIIlbstitut~ they tried to do away with coal. For 
instance, in the Bombay Cotton Mills, the IIIlbstitution of electrio 
power for ooal proceeded apace c!1l1"ini this period. This 
curtailment of the aetnal and potential demand for coal under the 
stress of high railway rates is often overlooked. But it beoomes 
more elear when we examine the traffic statistics after the reduction 
of April 1926. It will be seen from the foregoing table that the 
development in traffic was more rapid after the reduced rates were 
put into force; both the traffic and the earnings increased. The 
grant of rebate on export coal further stimulated the traffic. 1 

This prompt response of the traffio to much-needed reduction in 
J"ates falsified the 88IIIlmption of the Government that the rates 
formerly quoted were IIIlch as the traffio oould reasonably bear. 
This obstructionist attitude of the authorities has failed to stand the 
test of times more than once. It cannot be gainsaid that the 
ultra-conservative rates policy pDrlllled by the railways has done 
oonsiderable harm to indigenous trade and industries. 

1. Oil grade coal ohipped under certificate from the Coal GradiDa ~ 
• rebate 0' 37j per cent. OIl actual freight paid WIllI eranted, while ...: 
coal 1l000ograded and IlOt covered by any cert.i1icate from u.e Coal 
Gradinll Board the rehate was 25 per cent. of the actual freight paid. 
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DEJUBD lIOB JroBTBEB BEDUCTIOI!l 

But these reductions proved inadequate and the pnblic demand 
for further reductions increased. It was contended that the 
reduction of 10 per cent. did not go far enough towards \he 
removal of the very considerable previous increases in freight. 
The pithead price of ooal was back to the pre-war level. and 
therefore. keeping the railway freight at a figure substantially 
higher than that of the pre-war rate was unjustified. In fact, the 
railway rates were disproportionate and imposed a great handicap 
on the industries, particnlarly because the industrial depression 
had set in. The Associated Chambers of Commerce of India and 
Ceylon unanimously carried the undermentioned resolution in its 
annual general meeting in 192~ ; .. That in view of the importance 
of oheap coal in the industrial and economic life of the country 
and in the interests of the Indian coal trade it is imperative 
that \here should be a substantial reduction in the present rates 
of railway freight on coal and coke."" They also demanded a 
reduction of railway freight on fuel and oil and the reSolUtion 
ran as follows: .. That in view of the fact that liquid fuel. 
Fnroace and Diesel Oil are largely used in industrial concerns and 
public utility undertakings equivalent with coal. it is reasonable 
that railway freight on such oil should be reduced correspondingly 
with any reduction that may be made in the freight on coal and 
coke.'" 

llEDUCTIOI!l Il!I BATES 

The Railway Member introducing the budget for 1929·30 
announced a further reduction in rates for long distance traffic to be 
put into force from 1st June 1929. In this connection. it is 
interesting to note his remarks on the traffic results after \he re­
duction of rates in 1926. To quote him in extenso: .. \he last 
reduction in our coal rates was made in 1926. and the results have 
been such as to encourage us to take another step in the same 
direction. On the E. I. R.. the tonnage carried for distances over 
400 miles was 31 per cent. more in 1927-28 than it was two years 
earlier. and the earnings 33 per cent. more. It is a very significant 
fact that the earoioga on long distance public coal should show a 

1. Vide, AmInal Report. 
I. Supra. 
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greater increase than the tonnage, notwithstanding the reduction in 
charges, for it means that the average distance over which the coal 
was hauled must have increased substantially."1 This admission 
of the Railway Member is significant, in as much as it clearly brings 
out the true nature of the railway policy, which we have charac­
terised as ultra-conservative. Our railway policy lags far behind 
the ind1lfllirial requirements of the country. The Government of 
India Houted the sober public opinion of the Upper Honse, which 
had expressed itself in unequivocal terms by carrying the resolution 
of Hon. Rai Bahadur Lala Ramsaran Das without being taken to a 
division, and refused to give its asSent. The Government confessed 
its mistakes when later developments made it, too self-evident to be 
ooncealed. The increase in the earningS greatsr than the increase 
iu traflio, as referred to by the Railway Member, further proves the 
shOl't-Bightad policy adopted by the Governmeut in not haviug 
anuounced the reduction earlier as per resolutiou o~ the Oouucll of 
State referred to above. 

The long distance traflic, as adverted to above, had shOWD. 
greater response to the reductiou in rates, and therefore in 1929 the 
ooncession in rates were confined to traffic carried for distances 
exceeding 400 miles. The precise extent of the reductions made is 
portrayed below :-

The then existing scale of rates for coal, coke, and patent fuel 
carried for distances exceeding 400 miles were :-

F!OID 1 to 200 mil .. 

PIa., 201 to 500 " 
601 mU .. ouwarda 

Pu"trmaund 
I'tIf'mil. 

o·u; 
0'07 
0'06 

The reduced scale of rates for coal, coke and patent fuel 
carried for distances exceeding 400 miles was :-

From 1 to 200 mil .. 
Plus.. 201 to 400 .. 

401 mil .. onward. 

1. Vide, Budset Speech. 19l19-30. 

Pie" ... __ 

l1k'mil. 

0'16 
00()6 

00()6 
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On this new basis the rates from Jharia field work out 88 

follows , 

Marltlt. Old Bal ••• N.",RaI ... 
R& "Po Re. .. p. 

Oaripore 1 6 0 610 0 
Agra 8 8 0 112 0 
Delhi 9 1 0 810 0 
Bombay 18 12 0 12 6 0 
Karaobi 15 13 0 U 0 0 
Ahmedabed IS 2 0 1111 0 
Lahore C6ntonment 12 0 0 10 12 0 
Amritaar 1112 0 10 1 0 
Madras 12 11 o· 11 1 0 

The reductions are substantial and have been gratefully 
received by the public, especially the bnsiness community. The 
traffic has also given response so that we find that the total tonnage 
on all 0181!S I Railways which was 254·1lakhs of tons in 1928-29 
rose to 271· 9 lakhs of tons in 1929-30, and the e8.rnings therefrom 
rose !lom Rs. 945·3lakhs of Rupees to Re. 951·6lakhs. 

But the community in general and the coal industry in 
particular have not been able to reap in foll the frnits of this most 
desirable reduction in railway freight, due to the world wide 
indostria1 depression which subsequently set in. Commencing 
from 1929, it gathered momentum and its intensity increased. The 
Indian coal indnstry, like other industries, has fallen a prey to this 
trough of depresaion and is passing through the most troublesome 
times. We do not propose to study the caoses of the indnstrial 
depression; it would be enough for our purpose to note the general 
features of the coal indnstry during the period and state the new 
problem with which the industry is faced. 

PRESENT POSITION OF IliDUSTRY 

,., There are certain features peculiar to the coal industry which 
have accentuated the difficulties, 88 we shall presently see. Prices 
have steadily slipped beck with the result that mines with seams 
of anything below the first quality coal are finding it nnprofitable 
to work. Some of them have been actual1,y dosed down. This is 
not aIL Even coal mines producing the best qualities of coal, those 
working on older methods, are somehow managing to remain in 
existence: those which are equipped with modern plant and 
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organisation are the only one which find it possible to pay 
dividends, though dividends are getting less. 

The' present depression in coal industry is due to, firstly, the 
steady increase of output from the railway-owned mines; secondly, 
the increasing surplus output from many large company-owned 
first cla88 and selected mines, owing to the introduction of efficient 
coal cutt.ing machines; thirdly, general slackness of industries, 
strikes and closing down of factories for long periods: fourthly, 
application of electricity in mills and railways; and lastly, the 
growing use of improved coal burning methods, leading to reduced 
consumption of coal per unit in factories and railways. 

As a consequence of the present depression, th~ upward and 
downward coal traffic on the E. I. and B. N. Railways during 1929 
and 1930 did not show the expected rise. The total output of 
coal in India increased from 23·4, million tons in 1929 to 23' 7 
million tons in 1930, but the increase in consumption could not 
keep pace due to several caU88S noted above. Hence the Indian 
Coal Industry to-day is suft'ering from over-production_ T!lis is 
especially true of the Bengal coal- fields which hsve to face int.rnal 
as well as external competiton. Internal competition is due to lack 
of organisation amongst the colliery owners of Bengal, and BiblLl' 
and Orissa; they compete amongst themselves and quote un­
remunerative prices. As regards the external competition, Natal 
coal competes with Indian coal in India, aud other coalfields 
such as Singareni and C. P. coal-fields compete with Bengal 
coal in certain areas. The output of Singareni and C. P. collieries 
has increased appreciably in the recent years. 

Bengal coal is being displaced in some of its most important 
markets like Bombay and Ahmedabad. The consumers of coal 
hsve found thst to produce the best combust.ion results, it is 
necessary to mix Bengal coal with C. P. coal half-to half, and this 
practice has become a rule. C. P. coal being cheaper, this mixture 
has led to considerable fuel economy in large industrial establish. 
ments, especially in those which are distant from the Bengal 
coalfields. It is obvious threfore that Ahmedabad is taking a large 
quantity of c:oal from .tbf C. P. collieries. 

In short, the Indian coal industry is suft'ering from over­
production; the symptoms of the disease were manifest as early 
as 1925, but now it has become chronic. This serious situation is 

B-25 
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due to internecine competition of the collieries. the inefficient and 
unenterprising managing agents who have failed to utilise modern 
methods of pnshing their sales and neglected the needs of their 
consumers. and the prevalence of uneconomic methods of extrac­
tion. All these factors have conspried to increase the intensity of 
the depression and complicated the problem before the Industry. 

THE BUROHARGIII ON OOAL FREIGHT 

To add to the difficolties of the situation. the Government of 
India decided to levy a surcharge of 15 per cent. on coal freights 
with effect from January 1932. This most inopportune move 
seems to have been dictated by purely revenue considerations. but 
it has affected the indnstry adversely. It may be pointed out that 
the authorities have with one stroke neutralised the reductions both 
of 1926 and 1929. acceded to after strong public agitation. so that 
today the freight position is not very dissimilar to that during 
1922-25. This action of the Government must be deplored. more 
so blIcause it came at a time when the industries in general and 
the coal industry in particular were in the grip of the most 
serious depression the world has ever witnessed. The argu­
ments advanced by the Railway Member in support of the enhance­
ment in rates-a de facto outrage on Indian trade and Indus­
tries-are instructive. He argues ... On the revenue side we have 
endeavoured to alleviate our difficulties by making certain 
increases in rates and fares. where it seemed likely that 
by this means additional income conld be obtained. The 
increases made have been only in connection with 
coaching traffic. including both passenger fares and parcel 
rates, but about six weeks ago a surcharge of 15 per cent. was 
imposed on coal freight apart from shipments and bunker coal. and 
this is by far the most important change in goods rates. I refer 
especially to this increase. because I shonld have been most un­
willing to agree to it, had the financial position of the railways been 
less serioua than it i& I have long held the view that it is in the 
interest of the railways to keep coal freights at the lowest level 
cOmmercially possible. because cheap coal is essential to industrial 

_ development, and the industrial developm~t means increased traffic 
for the railways. But on this occasion circumstances left no alter-· 
native. It caunot be doubted that a higher charge, to the extent 
imposed. conld in fact be realised without diminishing traffic. 
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and even with the addition made, our coal freights still remain at a 
very low level.,,1 The;Railway Member admits that 'it is in the 
interests of the railways to keep coal freights at the lowest level 
commercially possible; per cont1'&, the. policy pUl'Slled is a most 
striking negation of the admission recorded. He seeks relief in 
the old argument, exploded long since, that the traffic flows on and 
therefore the rates are such as the traffic can bear, or in other words, 
the rates are reasonable. The volume of traffic offers only a· partial 
justification of the rate schedule. We have discussed this issue at 
length elsewhere, and therefore to avoid repetition it would be 
aufficient for the present to note that there was no justification 
for this sort of railway policy. On the contrary, the traffic 
statistics -from 1926-27 to 1929-30, referred to above, prove the 
hollowness of this argument. It will be recalled that the Govern­
ment had offered strong opposition to the public demand for 
reduction in rates after 1922 on a similar plea and the subsequent 
developments falsified the underlying assumption. it.. repetition of 
the same mistaken policy and the unwillingness to learn from the 
past experience, hardly leaves any doubt as to the nature of the 
railway policy pUl'Slled and its effects on the development of our 
trade and industry. .• 

The figures of production for the last few years given below 
clearly show that the condition of the coal industry grew from bad 
to worse. 

Production qf Coal 
Y...... 2'0 .... 
1930 23,803,048 
1931 21,716.436 
1932 19,679,154 
1933 20,163,887 
1934 19,789,163 

It will thus be seen that the output has steadily declined. But 
notwithstanding this fall in the output, the producers have failed to 
realise what may be termed a fair selling price, as the pitsmouth 
priC9lj of all !If\\de. of coal have recorded a steep fall For iI!$t&nce, 
super Jharia coal prices have fallen from Rs. 4-12-0 in 1932-33 to 
Re. 4-2-0 in 1933-34, and Rs. 3-0-0 in 1934-35. Prices of other varie­
ties have likewise declittM and become unremunerative to the pro­
ducers. The critical condition of the industry has caused a great deal 

1. Vide, Budaet Speech, 1931-33, p. 6. 
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of ooncern to those at the helm of the industry and the public alike. 
Measures taken by the colliery-owners to meet tll.is unprecedented 
economic depression have included drastic reductions in the scsle 
of salaries and wages of all persons connected with the industry,. 
the stoppage of important developments. the whittling down to a 
dangerous margin of safety of all measures required for the care and 
maintenance of the mines and voluntary curtailment of output on 
the part of some of the larger owners. Labourers have suffered 
most from these attempts at economy and the wages now being 
paid in the coalfields are below the economic minimum which Can 
enable them to live up to their average standard. Thus. there is no 
scope for further economies in this direction. Many mines have 
already succumbed and have been forced into liquidation. and many 
others have a similar fate staring them. For instance, in 1924-25 
there were 253 joint-stock compauies engaged in the industry with 
a paid-up capital of Rs. 12.63lakhs. whereas in 1932-33. the number 
of companies was reduced by 41. and the paid-up capital reduced 
by Rs. 1.83 lakhs. To this must be added the loss in the capital 
employed by private individuals and syndicates . 

• In view of the conditions protrayed in the preceding 
paragraphs. it behoves us to examine the causes responsible for this 
critical condition of the industry. The primary cause which can 
help to explain the situation is the fall in the demand for coal. 
Indian railways are by far the most important consumers of 

. coal. They have developed their own collieries, and though 
the output of their collieries has been reduced to help the 
private producers of coel. railways' demand for private coal has not 
recorded an increase it was expected to. In 1931, railways took 
6·6 million tons of coal, and in 1933 about 6·7 million tons, 
notwithstanding the restriction in the output of the railway-owned 
collieries. This is partly due to the electrification schemes. The 
Bombay Cotton Mill Industry. which is another important consumer 
of CIlal. is now increasingly taking to oil and electricity. Apart 
from the present danger of this tendency. it is a grave potential 
threst to the future of the coal industry. To this ehould be added 
another important danger. In Bombay. Indian coal has to meet 
with the powerful competition of bounty-fed South .African coal. a 
standing menace to our industry. The importB of South .African 
coal have increased recently. for whereas in 1932-33 the imports 
were only about 13,516 tons, in 1933-34 they rose to about 34.740 

.. . 
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tons. The total imports of coal have also increased from 34,800 
tons in 1932-33 to '56,315 tons in 1933-34. Iron and brass foundries 
consumed about 4·8 million tons of coal in 1931, but in 1933 they 
Jiook only about 4 million tons, apart from the usual expectations of 
increase in demand. The demand for bunker coal has also fallen. 
Similarly, jute mills, inland steamers, brick and tile manufacturers; 
etc., also reduced their purchases during the aforesaid period. This 
is not alL In the foreign markets our coal trade has soJfered the 

. worst vicissitudes. Our total exports have declined from 515,117 
tons in- 1931-32, to 372,894 tons in 1933-34. Indian coal has 
soJfered inost in Strait Settlements, Phillippine Islands and 
Hongkong; the .first two markets seem to be completely lost, for 
whereas Strait Settlements took 23,431 tons in 1931-32, the demand 

, has fallen to 5,391 tons in 1933·34, and Phillippine Islands 
rednced the demand from 37,007 tons to 6,242 tons during the same 
period. Exports to Hongkong have fallen from 162,265 tons in 
1931-32 to 99,286 tons in 1933-34. 
C The imposition of the surcharge of 15 per cent. on coal 

freights. referred to above, is partly responsible for the present 
plight of the industry. Bengal coal has soJfered most in this 
respect. Public opinion was decidedly against this pernicious 
measure- The Government of India have fortunately reduced the 
surchargefrom 15 per cent. to 12l per cent., subject to a maximum 
of Re. 1 per ton irrespective of distance from 1st April 1934. This 
half-hearted measure has satisfied nobody:] The traffic carried has 
recorded marked fluctuations as will be seen from the following 
table:-

1930-81 
1981·81 
1982·88 
1988·S4 
19l14-8& 

Goal lrajJlc carried on (Jla8s I Railwal/' 

(Tons and :as. in lakhs.) 
B. N. B. B. 1. B. 

tAma. 11& ton.. 11& 
88'1 1,49 

1,40 
1,81 
1,61 

1,22'8 
1,0000 
1,01'& 
1,02'9 

6,20 
',78 
',87 
4,98 

To/al •. 
to.... 11& 
2,&100 8,SloO 
1,80'8 S,II-6 
1,1900 S,18'& 
2,87'S 8,81'9. 

Another important fact responsible for the 'present deplorable 
plight of the coal industry is the prevalence of cut-throat competi­
tion amongst the producers, particuJarly those in Bengal, and 
Bihar and Orissa. In their keen struggle for existence, manr of 
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the smaller colliery owners are quoting prices much below the real 
cost of production. In their attempt to push the cost of 
production sti11lower, they are increasing their output and exploit­
ing only the uppel' seams of the mines. This method of working 
the mines is obviously wasteful and against the true national 
interests, because the most valuable seams are thus being per­
manently lost to the country. The present ruinous policy, therefore, 
needs an immediate check. 

The question next in importance is as to how the check should 
be made to operate, for opinions differ regarding the method. 
Efforts made by the coal producers in this direction may be noted. 
After protracted and delicate negotiations the colliery owners in 
Bengal and Bihar and Orissa formulated a scheme of compulsory 
restriction of output, and placed it before the Government of India • 
for legislative sanction. The scheme was to remain in force for a 
period of three years, and its operation restricted to collieries in 
British India, in Bengal, Bihar and Orissa and the Central Provinces. 
The tota! output was to be restricted by the control of wagon 
supply, and assignments of quotas to individnal collierie. on the 
basis of standard tonnage. The admiuistration of the scheme was 
to be entrusted to a Committee of nine, eight members being repre­
sentatives of the coal trade with an independent chairman. The 
decisions of the Committee were to be final and binding. The 
Coal Grading Board Act, 1925, was proposed to be amended to 
allow of all expenses in connection with the working of the 
restriction scheme to be met from the fonds at the disposal 
of the Coal Grading Board. 

The Government of India, however, did not think it advisable 
to give legislative sanction to the scheme outlined above for obvious 
reasons. Firstly, the costs for working the scheme were proposed 
to be met from the fonds at the disposal of the Coal Grading Board. 
As the Board was established with the primary object of stimulating 
the exports of Indian coal, the Government of India were right in 
pointing out that they .. could not ask the legislature to agree that 
its funds should be diverted to an entirely different purpose in the 
manner proposed." The Board has a very important and difficn1t 
function to perform, more so at present baoause our exports have 
fallen heavily during the past two years. Therefore, every pie at 
the disposal of the Board should essentially be ear-marked for 
promoting export trade. 
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Another serious defect in the scheme was the lack of adequate 
representation of the interests of the consnmers in the proposed 
constitution of the Committee, composed exclusively of represent­
atives of the coal industry, except for an official chairman. Besides, 
the Committee thus constituted was to be invested with very wide 
powers including the power to regulate production. Legislative 
recognition to such a scheme would in effect have amounted to the 
creation and continuance of a monopoly under the protection of the 
state to be worked primarily for private profit. The function of 
the State is to control rather than create private monopolies. 

The improvement in future of the industry will depend 
essentially upon the collective action of the colliery owners. 

• Unhealthy competition is the greatest sore of the industry and this 
can be successfully eliminsted only by a concerted action of the 
producers based on mutual understanding and good will. Fortu­
nately, the producers have their associations which will facilitate 
common. action, if only the members could realiae that 
future progress apart, if they are to survive the strain of acute 
economic depression, coupled with the mistaken attitude they have 
hitherto taken, they should immediately clear up their miagivings 
and resort to self-help. What miraculous cure of industrial ills 
voluntary concerted action can provide may be easily seen from the 
success achieved by the Cement Marketing Co., of India. 

Having harmonised the divergent interests, the right action to 
take would be to centralise the marketing of coal and entrust the 
task to a distinct body composed of the representatives of colliery 
owners. This institution should have full power in marketing the 
output of the members in the way it thinks best, and quote prices 
determined by the conditions in the market. Besides, it should 
have working arrangements with the producers outside the group. 
so as to eliminate unhealthy competition. 

The success achieved by the Marketing Board, if properly 
worked. would be a sufficiently strong inducement to other 
colliery owners to give up their conservatism and apathy, and join 
the board i,n their OWlIIl self-interest. The board would thus 
immediately gather strength and soon become a strong force in the 
industry. Thus rationalised, the coal industry would rank amongst 
one of the most efficient industries in the country. 
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SUGGESTIONS. 

This finishes our study' £If the Ooal Industry in' relation to 
railway rates. Let us now'swnIDarise our suggestions for the 
improvement of the industry. . 

" . 
(1) Internal re-organisation. is, the .. prin1e necessity of the 

Indian. coal industry and. it should proceed' oli' the 
following lines::-

(a) To form a Central Marketing Association on the line, 
similar to that of the· Oement Marketing Oompany of 
India' , which would eliminateinterenecine competition, 
improve the quality of . coal raised, regulate over· 
production, minimise" the waste hi tmnsport costs, and 
push on the sales with the Iud of publicity. 

(b) This Association sho~d have as its members the 
colliery.owners of Bengal, Bihar and Orissa as well as 
of the Oentral Provinces. In s\:lort, it should be an all. 
India Institution. 

(c) Definite working arrangements should be made with 
the collieries remaining outside the pooL 

(2) The production of coal should also be rationalised. 
Methods of extraction should be imp~oved and the 
collieries which cannot be economically worked be closed 
down, because the strength of an industry is measured by 
its weakest unit. Bengal collieries should extract only 
first class coal; second class coai should be produced to a 
very limited extent to supply those markets where it is 
economically possible to do!"'. . 

(3) A more liberal rates policy should be pursued and the 
surcharge be removed.· 

• 1. Refer to chapter on .. The Cement Indust17." 



CHAPTER VI 

SUGAR 

The national importance of the Indian sugar industry has 
been generally accepted. It 'has two aspects, agricultural and 
industrial. India being primarily an agricultural country, the 
cultivation of sugar holds a very prominent place in.its economy. 
It is the most important and perhaps the only caah crop in the 
sugar-cane belt, and is profitable both to the agriculturist and the 
Government. In its industrial side, the Indian sugar industry holds 
an unique position replete with potentialities, because India, while 
one of the largest growers of cane, has also been till recently an 
importer of about a million tons of white sugar. Besides, the 
recent expsnsion in the SUg8l' indUstry has placed it in the fore­
frOnt of other Indian industries, so that to-day it ranks second 
only to the cotton industry. A critical study of its transport 
problems therefore needs no apology. . 

RAILWAY RATES POLICY' 

Sugar traffic carried on different railways varies according to 
the denSity of population in the areas served, economic conditions 
of the people, the. nature of their diet and the cultivation of 
sugar-cane in the locality. The importance of the afOl'esaid 
factors as determinants of sugar traffio will be seen from the state­
ment submitted below. 

Sugar (Refined d: Unrefined) carried in elas. I RailwaY8 
1930-81. 

Bail"", 
Originating-

Total· (Ions) Naming'· 011 Home Lin. 
. (I .... ~ RI • 

North Western 2'08 2·n 76'69 
]I.]I.I;C, L B. ·as "6t 86'99 
E,LB. 1'27 1'&9 26'S2 
O.LP.B. 1'\8 l't6 U'SI 
]I. &.N. W. R, l'OS 1'1& INS 
]I. N. B. '36 ·U 8'47 
M.I;8, M.B. 'liS '67 8'27 

• :rhe figures rep ...... ' Iakho. 
R-26 
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The' foregoing figures reveal some of the most striking features 
of the sugar t1'8ffiQ on Iridian railways. It will pe seen that the 
traffic is mainly caiTied by a few of the more important 'lines" 
which pass through thickly popnlated areas, where sugar·cane 
is largely cultivated and sugar factories have been established: 
Therefore the total tonnage hauled by the railways serving 
these areas is by far the largest. A still more important tendency 
l'evealed by these figures is about the nature of the traffio carried 

·by the different lines. It will be seen that whereas the N.W., 
G. I. P., E. I" and B. & N. W. depend mainly upon the traffic 
originating on their own'lines, the B.B. & C.I. has to depend upon 
the traffic it gets from other lines. This fact is important as it 
vitally affects the rates policy. Again, the traffic carried and the 
earni~ therefroD;1, as indicated in the table, show the importance 
of the traffic to the line concerned. 

We may therefore proceed to analyse the rates policy pursued 
by these railways, the nature of the traffic carried and the effects 
of the freight charged on the development of the sugar industry. 
Before, however, we take up.the stody of the movement of Sugar 
traffic from the more important sugar factories to the premier 
consuming markets, it is necessary to have a general but definite 
idea of the basis of the rates charged. This method of approach 
will enable us to 'have a comprehenaive view of the rates policy, 
a~ecting the entire industry in its varied aspects. 

BASIS 011' BAILWAY RATES ON SUGAR 

On the E.I.R., sugar traffic in general is charged at second class 
railway risk, that being the accepted rate in the general clasaifi­
cation of goods, but when the traffic is booked from Howrah 
(including other Calcotta stations) to E.I. Railway and via distant 
601 miles and over, 1st class O. R. rate is charged, subject to the 
operation of the dift'erential rule_ The E.B.R. charges 2nd clasa 
R. R. rate in general, but when the traffic is booked in wagon 
loads, C/ 300, at O.R., the C/J schedule rate is charged. The basis 
of the schedule is as follows :-

1 to 160 mil .. 
PII1ll 161 to 260.. ~ .. 

u 251 to 600 " 
JJ 601 to 100 " 
., Above 100 u 

'880 pie pu maUDd pu mil .. 
-ass " 
-200 u 

-180 " 
-100 u 
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In addinon t~ the above scheti1l!e rates the terminal and I.ranship­
ment cllaFgetJ . are levied, varying from 4 ~o 8 pi911. The 
. S.I.R; charges 2nd class rate, RoR., the basis of charge being 0·42 
pie per mannd per mile, subject to additional transhipment and 
terminal oharge. The "M. & S.M-B. charges 2nd class rate at. R .. B. 
The B.N. & A.B. Railways charge similar rates on actual weight, no, 
special facilities being offered to traffic in bulk or over longer 
distances. On the B. B. & C. I. Railway, 1st. class rate at O. ~ is 
applicable, if traffic is booked from Bombay, Agra Fort, Belanganj, 
Cawnpore, Rawatpur, Muttra, Muttra ·Cantonment .. and Delhi 
Lahori Gate. The basial of charge of the 1st. class rate is 0.38 pie 
per maund per mile. The N. W. R. charges 2nd. class rate at B. R. 
on actual weight, but when the traffic is booked from Karachi for 
distanceg over 750 miles, 1st class rate at O. B. is chargel. This 
rate is subject to terminal and short distance charge. The B. & 
N. W. B., in the absence of special rate, charges 2nd class rate· at 
R.. R. But here it should be noted that the bulk of traffic is carried 
at special rates in force over this line. We shall discnss these rates 
in detail at a latter stage, but for the Illesent, suffice it to note the 
nature of the special rates and the concession granted as against the 
class rates, as can be seen from the following ratet :-

MiW SIaIion Fro... Slalion To Claa Bate Special &to 
_""",net Jl6rmMmd 
R .... p. R .... p. 

251 GhugU 0 9 9 0 7 4 
230 Sardarnagar 0 9 0 7 2 

0 011 7 
0 7 3 0 5· 5 

431 Samast.ipur, 
178 Bast.i 

Cawnpora 

261 Padrauna 010 j\ 0 7 8 
184 Ghugli 0 7 5 0 5 10 
163 Sardarnagar 0 6 8 o ·5 4 
364 S.......ti.pnr Barabanki 013 9 0 9- 5 
111 Basti 0 411 0 3 8 
194 Padrauna 0 7 9 0 6 

We thus find a striking change in the rates policy. distinct 
from the policy pursued by the other railways. The B. & N. W. R. 
quotes rates lower than cJass rates even on shorter hauls, . .es for 
instance, over a distance of 111 miles, ·Mlm Basti to Barabanki. It 
may be said that the B. & N. W. ~. quotes special rates for 
shorter distances because generally the journey over this railway is 
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DDt. long, and especially the receiving stations referred to aboTe 
m:e junctions, from where the traffic is passed on to other railways. 
To this it may be said that because the B. & N. W. has only short 
leads or comparatively shorter leads, the justification for charging 
higher rates is all the greater •. Bu~ the B. &; N. W. R. does not do 
so, and the action of the railway authorities is commendable in the 
interests of both the shippers and the railway. The B. & N. W. R. 
has the greater number of sugar factories on its lines, both in tho 
U. P. and Bihar, and it is to the advantage of the railway to foster 
these concerns by giving cheap and efficient transport facilities. 
These rates will be discussed later, but at this stage from the 
review of the general basis of rates chargcd on sugm: on the 
di1ferent railways, it can be said, without fear of contradiction, that 
the B. & N. W. R. charges relatively lower rates even over shorter 
distances. This statement can be further illustrated by comparing 
the rates charged on the G. I. P. R., which charges 2nd. class rate 
at R. R. on sugm:, irrespective of the size of the consignment or 
the distances traversed. 

THE. BASIS OF RATES CHAllGED ON JAGREE AND MOLASSEII 

Jagree, which includes Molasses and Shukkur (ground or 
powdered jagre'e, not sugar), is classed as 2nd class R. R. in the 
Indian Railways General Classification of Goods. 1 This general 
class rate has been adjusted by different railways to suit their 
individual requirements. The E. I. R. charges 1st class rate· when 
the consignment is booked at O. R. and elL Schedule rate at O. R. 
when the traffic is booked to certain sugar works, in wagon loads. 
the loading and unloading being done by the consignor and the 
consignee. Molasses. when booked in tank wagons at O. R •• is also 
charged elL schedule rate. The basis of this elL schedule is 
as follows :-

1 to 100 miles ........... . 
Plus iOI to 300 .. .. ........ .. 

301 to 600 ............ .. 
0..... 6QO miles .......... .. 

0.38 pie per maUDd per mile 
0-220,. " 
0.130 It It 

o·ua" n' 

T1I.e Eo B. R. also charges the same elL schedule raI.a at 
O. R. ; L. The S. L R. levies e/G schedule rate at O. R. ; L; S/15, 

1. Vide, p. 386. 



the basis of charge being as under ,-

I to 300 mil.............. 0.380 pie per maund per mile 
Plus ·301 to 400 " ............. 0-3JO" " . " 

401 to 500 It ............ 0'200" » 

601 to 600 " ............. 0·125" It " "It 

801 to 700 " ............ 0·115" " 
Above 700 "... ......... 0·100 " 

The -above rates are exclusive of a transhipment charge of 01111 
pie per maund at each local junction involving a change of gaug.e, 
a terminal charge of 6 pies per maund for each end (viz. oneal)ll& 
per forwarding and destination station), and a short distance charge 
of 3 pies per maund leviable in cases when booking for stations 
within a distance of 75 miles. 

. The M. & S. M. Railway charges 2nd class rate at R. R. when 
the cousignment travels only for 150 miles or lower, but if tb 
distance traversed is over 15Q miles, C/G sche</-ule rate, referred to 
above is levied. But in addition to these rates terminal charge of 
12 pies in local booking and 8 pies in through booking is charged.. 
A short distance charge of 3 pies is levied if traffic is book,ed 
between stations with a distance of less than 75 miles. 

On the B. N. R., on actual weight at R. R., 2nd class rate is 
charged, subject to a terminal charge of 16 pies per maund in CJl!Se 
of local booking, and of 8 pies per maund in case of through 
booking, in addition, but when the same consignment is booked at 
O. R., cia schedule rate, lower than the class rate is levied, the , 
basis of which is shown below ,-

.. 1 to 300 mil.. O· 380 pie per- mauud per mil .. 
Plue 301 to 700" ............ 0.130 " " 

II Abc:we 700 n ............ 0·100 11 n 

The following extra charges are to be added both i.ri loCal. -llJid 
through booking ,- - -

Up to 800 mil .. ...... ...... 8 pi~ per maund per mil~. 
601 mileo and beJODd ............ 4pies II .. 
Tb._ rates are subject to differential rule as to distance. 

Further, the S~ar Special Terminal charge of 3 pies per maru,!! 
and Kalsgbat (goods) and Cuttack Special Terminal charge of 2 pies 
per maund are to be levied in addition in local booking only. 
except where otherwise speCified. Again, the C/H schedule rate 
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does not apply to jagree and molasses when booked from or to 
.station on the B. N. R., Asansol, Gomoh, Cblmdrapnra, and via 
Barkakana, to and from stations on the (i) E. I. R. between N aihati 
and HowrRh both in.clusive, (ii) E. B. R. between Naihati and 
CaIcntta (Sealdah) both inclnsive (inclnding all stations south of 
Naihati on the main Une and brancq lines.) 

The B. B. & O. I. R. charges 1st class rate when the consignment 
is booked at O. R. and 2nd class rate when the' consignment is 
booked at R. R. On the N. W. R.,jagree is charged at OIL schedule 
rate at O. R. referred to above. On the B. & N. W. R., in the 
absence of special rates, this traffic is charged at 2nd class rate, 
R. R., but there are a large number of special rates, and the bulk of 
this tl'3ffic is carried at these special rates. The idea of the special 
rates, lower than the class rates, can be had from the following 
statement :-

Mila SIalion Sial .... eta.. llat. Spedalllate 
From To f¥l'tnarmd f¥l'tnaUfloi 

Ro. a. p. Ro. a. p. 
363 BegnSarai 013 8 0 6 II 
387 Darbhanga 014 7 0 611 
184 Ghnghli Bar.Lanki 0 7 (; 0 4 9 
111 Lakahmiganj 0 7 4 0 4 8 
395 Tara Sarai 014 10 0 7 0 
430 BegnSarai 1 0 1 0 7 10 
454 D.rbhanp 1 011 0 7 9 
251 Ghngli Cawnpore 0 9 D 0 511 
248 L.kshmiganj 0 9 8 0 6 0 
462 T .... S.rai 1 1 II 0 7 '10 

It should however, be noted that the B. & N. W. R. has made a 
distinction between jagree and molasses in respect of rates quoted 
thereon. The rates quoted on jagree have been adverted to above. 
On molasses the 010 schedule rate, having a uniform basis of charge 
of • 25 pie per maund per mile, is levied. In addition to this 
certain special rates are also in force as under :~ 

Mila 8IDWm Stat .... eta.. 1laJ. iiJ>edalllat. 
From To fJet'mauM fJet'"" .. ".oi 

11& a. p. Ba ... p. 
243 BaIia 0 6 1 . 0 .310. 
lIDI Barhaj Bazar 0 7 1 0 Ii 0 
364 Baot.i Kathiawar Weot 0 8 II 0 II 9 
171 Bh.toi 0 6 8 0 410 
:\i8 Ghoghli 0 7 10 0 Ii II 
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In the case of class and scale rates the following additional 
charges are also levied :-

( i ) Terminal :-One anna. per maund in local booking, and 
. 6 pies per maund in through booking with foreign 

railways. • 
(ii) Transhipment :-3 pies per maund at junctions involving 

a break of glluge, e.g. llenares Cantonment,1larabanki, and 
Mokameh Ghat. 

(iii) Ferry OhargeB:-IO pies per maund where there is a 
'ferry, e.g. Mokameh Ghat. 

The G. I. P .. R. charges C/J sch~ule rate at O. R., the basis of 
charge being as under :-

1 to 150 miles 
Plus 151 to 250 .. 

.. 251 to 500 
" 1)01 to 700 tI 

"It Above 700 n 

380 pie per maund per mil .. 
0·333 
0·200 
0·)30 .. 
0'100 II .. 

In addition to l;he rates thns arrived at the terminal, tranship­
ment and short distance charges are levied wherever due. 

THE BASIS OF RATES ON SUGARCANE 

Before turning, however, to the analysis of the effects of rates 
charged on the movement of sugar traffic, we must consider 
the basis of rates charged on sugarcane on diffierent railways, as 
has been done in the case of sugar and jagree. The freight on 
sugarcane is important in the case of sugar factOli.es. The detailed 
15tudy ·of the railway freight with special reference to Indian sugar 
factories will be undertaken at a later stage, but before such a study 
is taken up, it is. essential to review in brief, the basis of rates on 
sugarcane which is the primary raw material of the central factories. 

Sugarcane is classified as 1st class R. R. in the Indian Railways 
Geueral Classification of Goods, but the bssis of actual rates levied 
on diJl'erent railways varies. On the E. I. Railway Cia schedule 
l'1lte is charged having the foilowing bssis :-

1 to 150 mile. 
. pius ov~ 11;0 .. . .. 

•.. .0'14 pie per DlAund per mile 
... 0-11 " u 

These rates, however, do not apply in the following cases :­
(8) Over the Hardwal'-Dehra Railway. 
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·Cb) To, from and via Cawnpore (B.B. & O. I. R.), except when 
booked from Rawatpur. 

(c) From and via Allahabad city, for traffio from stations on 
the Benares:.Allahabad section of the B. & N. W. R. to 
Howrah. 

The B. B. & O. I. R. charges olD schedule rate, having a 
uniform basis of charge of 0'25 pie per maund per mile, at O. R., 
applicable in through booking with foreign railways only, is 
subjeot to a minimum charge of Rs. 20, Rs. 10, and Rs. 7, per 
4-wheeled Broad, Metre, and Narrow Gauge Wagons respectively. 
Re. 0-6-6 per mile per 4-wheeled B. Gauge Wagon, plus Rs. a 
terminal charge, at O. R., is levied in local booking between 
B. Gauge stations and from B. Gauge to M. Gauge stations only. 
Re. 0-3-9 per mile per 4-wheeled M. Gauge Wagon up to 300 
maunds carrying capacity of the wagon plus a terminal charge 
of Rs. 2 per wagon, at O. R., is charged in local booking between 
M. Gauge stations and from M. Gauge stations to B. Gauge stations. 

The N. W. R. charges O/J schedule rates on wagon toads. 
having the following basis of oharge :-

1 to 150 mile. 0'380 pie per maand per mile. 
Plus 161 to 250 miles 0'333 

251 to 810 .. 0'200 
501 to 700 .. 0·130 
Abov. 700 .. 0·100 

The aforesaid rates for sugarcane in wagon loads are subject to 
the following conditions :-

(i) That the consignments are booked at O. R. (under the 
Risk Note Form B or H) ; 

(ij) That loading and unloading are done by the owners. 
(iii) And that minimum weight for charge is 300 maunds per 

4-wheeled wagon. 

In the ease of consiguments of sugarcane in wagon loads, 
booked by or for the Agrionltnral Department, provided that 
a certificate granted by a gazetted officer of the Agrlonltural 
Department, to the elIect that the sugarcane is intended for agrIcul­
tnral purposes and not for consumption as food, is produced at the 
time of booking, the minimum weight for charge will be 120 
maunds instead of 300 maunds per 4-whef:led wagon. 
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On the B. &N.W.R., when the consignment is booked at O. R., 
loading and 1lllloading being done by the consignor and the 
consignee, from any station to any station in local booking, except 
in the case of booking to link stations, is charged at the following 
vehicle miles rates :-

Low Bided truck 6tted with ..... 
16 and 16 feet special oan. __ 

open proof 
'-Wheeled cov.red goodawagon 

Bal. ".r mil. 
&. .. P-
039 

o 1I 6 
039 

Minimum CAarge 
&' .. p. 
100 

500 
600 

The other railways charge 1st class rates at R. R., as provided 
in the Indian Railways General Classification of Goods referred to 
above. This, in ahort, is the detailed data about the basis of rail way 
rates charged on sugar, jagree, molasses and cane. 

This introduces us to the stndy of the incidence of rail way 
rates on the movement of traffic, and the extent to which the 
internal and external competition is affected by the railway rates 
policy. This question has been the centre of keen controversy in 
the public as well as academic circles and has led to no less heated 
debates in the Assembly. Obviously, therefore, the issue has come 
to acquire a political colour, and its more important economic 
significance is often ignored. Albeit the question can hardly be 
completely divorced of its political associations, the very nature of 
railroad enterprise being opposed to any such severBRce." But it 
can with advantage be studied in its purely economic bearings, the 
welfare of both the shipper and the carrier being kept in view. 
In any such enquiry the needs of the public should predominate, 
and especially so in India, because the burden of the railway 
development in this country has been shouldered by the tax.payer. 

It has been pointed out that the imported sugar received special 
rates right from the beginning of the present centnry. The credit 
of stndying this problem with scientific accuracy and precision 
rests with Mr. S. C. Ghose, who analysed the rates policy in detail, 
and forcibly brought out the defects of the policy with suggestions 
for its improvement~ Therefore, before we take up the analysis of 

1. Railroa<h are primarily public ut.ilities aud .. sueb they of neeeaoity 
have to he worked in tho intereate of tho public, aud b. subject to 
popnlor ooDtro), exercised through responsible represeDtatives. 

R-27 
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the present rates, it behoves us to have a succinct survey of the 
rates policy as it operated before the war. 

RAILWAY RATES Dr THB P~E.WAB PERIOD' 

The railway rates on sugar from the ports to the iuterior 
were for the first time reduced duriug 1904, just a year before 
the Calcutta and Bombay competitiou started. They were 
further lowered in 1905. These low rates helped the heavy 
imports of foreign sugar and thereby hastened the decay of the 
indigenous while sugar industry. Mr. Ghose has rightly argued 
that in v.iew of the lower cost of production of the foreigu 
importers it was not a right move on the part of the railways to 
have iowered the rates on the imported traffic, which could very 
easily bear the ordinary rate. By charging lower rates on the 
imported sugar, railways not merely reduced their earnings, but 
also added to the profits of the foreign importers. The railway 
authorities may contend that but for the reduced rates they 
would have lost the traffic. This viewpoint is nntenable, 
because the cost of production of the importers was sufficiently 
low to bear higher railway rates, and even if it was not SO low, 
the fact that they urgently needed a market for their surplus 
output of sugar, which was fast increasing as a result of large­
scale production and the integration of sugar industry in foreign 
countries, like Cuba and Java, they would have economis<d in 
other directions and paid a higher railway freight. So also, the 
jmporrors would not have been able to shift this burden to the 
Indian consumers, because of the competition between the_ 
importers. Besides, if the price of the imported sugar was raised it 
would have seriously restricted the consumption of imported sugar 
in competition with the indigenous sugar. Therefore, it is idle to 
deny that the importers were in a position to bear higher railway 
rates, and that the reduced rates quoted by the railways in fact 
subsidised the imported sugar traffic. Mr.Ghose" rightly contended 

I. This _tion is baaed on Mr. S. C. Ghooe's ''Monogroph on Indian 
Railway Rat ..... 

2. It is qnestiOllllble, says :Mr. S. C. Ghose, whether this traffic ever 
needed further snbaidy in th. way of cheap railway ntee that were 
quoted from the porte to the interior. Even if the ntee f~r Java ....... 
were muimnm ratee the railways wonld not have lost the traffie, bot 
the profits of the Java prodocers wonld have been leal. 
Vide, "Monograph on Indian Railway Rat ... ", Po 230. 
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that the burde~ of the rates would have Men upon the profits of the 
importe1'll, and the Indian railways would have thereby added to 
their receipts. Thus, not ouly was the railway income lost, but 
the position of the foreign industry in the Indian market was also 
strengthened. This is a further instance of the penalLy which 
India has had to pay for company management of railways, 
because the companies, being assured of their financial stability; 
cared but little about the effects of their rates policy upon the 
railway revenues and the development of indigenous trade and 
industries. 

The possible argument in support of the rates policy thus 
pursued, is tha~ the rail ways are able to quote relatively lower 
rates for the imported traffic from the ports, which is ssid, as a 
role, to be carried over long distances in full wagon loads, and 
therefore it is cheaper for the railways to carry than the indigenons 
sugar, which is carried over' shortar distances in less than wagon 
loads. A similsr argument is used in support of the present railway 
rates policy, wbich we shall presently examine. But as it waS 
advocated in the pre-war era, we shall have to study it in the 
light of the conditions then prevailing. Mr. Ghose pointed out that 
the claim for a lower cost of transport of the imported traffic, 
which formed the basis of the whole argument, was more apparent 
than real. He staLed emphatically that the special rates for sugar, 
from the ports of Bombay and Calcutta, were not for wagon loads, 
but for actual weight, i. e. carried in any weight however small or. 
however lsrge. He observed that condition as to weight waif ' 
waived iu many cases, in order to enable despatches in imported 
sugar being made from the ports to small stations, which could 
not afford a wagon load. 

The further argument, which could be brought fo~th in 
snpport of the prevailing railway policy, is that as !Jle railways 
got return load, after discharging the traffio carried from the 
interior to the port, it was in the interest of both the shippers 
and the carrier that the return traffic should be fostered with 
the aid of special rates. This argument lias apparently the snpport 
of SCientific principles of railway operation. Bnt it should be 
pointed out that this principle pre·supposes that the return load 
would not be forthcoming unless the reduced rates were offered, 
or in other words, that the traffic would be diverted to some 
alternative transport agency, which does' not seem likely in the 
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present case, looking at the nature of the traffic and the transport 
facilities available. Indian imports being primarily of manu· 
factured products, their ability to bear the transport charge is ipso 
facto higher, and therefore, there is no necessity for offering lower 
rates on the imported traffic which would come to Iherailwayll 
automatically. It may be said that the higher railway freight 
which the importers would pay might be shifted to the consnmers, 
and thus the burden of rates would ultimately fall upon the Indian 
consumers of the imported manufactured products. This is 
doubtless true, but only in the long run. This, however, should 
not deter the Indian railwayll from levying the necessary transport 
charges upon the imported traffic. The detailed discussion of this 
issue is beyond the purview of the present thesis, but it may be 
pointed out that the railwayll can and should with adequate 
justification levy higher transport charges on the imported traffic, 
wherever it can bear the charge, because this would bring adequate 
revenue to the railwayll, and at the same time afford much needed 
protection to the indigenous trade and industry against foreign 
competition. In other words, in the case of imported traffic; the 
ability to bear the transport charge must be reqnisitioned to the 
maximum. This should be done particularly because the imported 
traffic enjoys better railway facilities in numerous other ways, 
as compared with the internal traffic; besides. it is relatively high· 
er in value, and competes with the Indian industries. These are 
the most important considerations from the stand-point of pure 
railway economics, and it is in the light of these facts that tho 
validity of particular rates has to be examined. In view of this, 
the aforesaid railway argument falls flat; the very basis of the 
argument can be questioned. 

It is, however, surprising to find the above argument receiving 
apparent support at the hands of Mr. Ghose. for he says; "The 
imported traffic helps the railwayll to fill up wagons, which would 
otherwise return empty, and such traffic is thus carried practically 
at a nominal cost and therefore at a large profit to the railway"'. 
This support is, however, more apparent than real, 88 is evident 
from his further discussion when he Bayll that the imported traffic 
did not need these low rates, and that the low rates were introduc­
ed merely on account of colllpetition, as admitted even by the 

1. Vide," The Monograph on Indian Railway Rates," p. 230 
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railway authorities themselves! For a clearer understanding of 
the nature of the concession granted on the 'imported traffic. a 
concrete case may be taken up. At the scale rate applicable on the 
E. I. R., the charge on sugar from Howrah to Sutna for 615 miles 
would have been Rs. 0-12-0 per maund, but a special rate of 
Rs. 0-8-11 was quoted for the same on actual weight, whereas if 
locally produced sugar was carried to this station in wagon loads at 
owner's risk from say 557 miles, the rate would be Rs. 0-9-10 per 
maund. • The concession, therefore, was substantial. It is obvious 
that these reduced rates must have affected the receipts of the 
railways because the traffic in white sugar was moving mostly from 
the ports. Its effects on the Indian white sugar industry is 
mostly shrouded in obscurity. Thanks are due to Sir Vithaldas 
Thakersey, who, in his memorable speech in the Council, demon­
strated the serious handicaps under which the indigenous sugar 
industry laboured in respect of railroad transport facilities, and the 
invidious distinction in rate-making fostered by the railway 
companies. He drew attention to the sugar rates to and from 
Cawnpore. For instance, while the G. I. P. rate from Bombay to 
Cawnpore, for 840 miles, was Rs. 0-13-8 on the imported traffic, 
the rate from Cawnpore to Khandwa, on the same line for 
486 miles only was Rs. 0-13-8 ; whereas at the same time the rate 
from Bombay to Jubbulpore, for 616 miles, was Rs. 0-8-10 per 
maund on the same line against Rs. 0-12-10 to Sohagpur, for 
494 miles. Thus, the truth is that railway companies fostered 
imported sugar traffic contrary to all rational principles of rate. 
making. The policy was suicidal both to their own revenues and to 
the indigenous industry. These are, in short, the striking features 
of the rates policy as pursued in the pre-war era.· 

CURRENT RAILWAY RATES 

Having reviewed the broad features of the rates policy in the 
past (pre. war), it is necessary to examine the ,.inCidence of current 
rates on the movement of traffic from the ports to the centres of 
consumption, and from the internal sngar factories to the more 
important consuming markets. Therefore the geogJ;aphical 
1. Vide, .. The Monograph on Indian Railway Rates ", pp.230.31. 
I. Supra.' 
3. For detailed disc1lB8ion 01 th. ratee position in the pre-war era, se. 

Mr. Gbose's .. Monograph on Indian Railway Rates" pp. 411.lIl. 
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divisions to be followed in the subsequent disCUS8ion will be 
according to provinces and the ports serving them. 

CALCUTTA PORT 

Let us start with the Calcutta port and study the movement of 
imported sugar traffic. It may be pointed out that the hinterland 
of this port extends from Assam on one side. to the Punjab and 
the Central Provinces on the othm·. It serves as a gate for inward 
and outward movements of merchandise of this vast territory. 
The movement of traffic to and from Calcutta port shows that the 
hinterland extends on'" the north·east to Assam. to C. P. on 
the south·west. the eastern parts of the Punjab -and the 
whole of the Gangetic plain comprising the Provinces of Bengal. 
Bihar and Orissa and the U. P. The imports of the port. which are 
so disproportionate to its exports. consists. mainly of cotton goods. 
iron and steel. machinery. sugar and oil. For the present. we shall 
be concerned primarily with the import trade in sugar. 

Import statistics reveal interesting pecu1iarities. There has 
been a steady growth of imports of sugar up to 1929-30. excePt for 
the year 1927-28 when they received a slight set back. When the 
figures of 1913-14 are compared with thoseof1929-30. the increase 
recorded . comes out to be more than double. for. whereas in the 
former year Calcutta imported 177.941 tons of sugar. in the latter 
year imports rose to 368,969 tons. The value of imports. however. 
shows a slightly different tone. due to flnctuations in the price 
level. But after 1929-30 the imports have gradnally dwindled. due 
to the increase in the output of local sugar factories. under the 
scheme of discriminating protection. This shonld not be taken to 
mean that the imports have ceased, for even to-day. notwithstand· 
ing the heavy protective import dnty. the imports have some hold 
on the markets in the vicinity of the ports. At the same time. it 
cannot be denied that the growth in the output of internal sugar 
factories has changed the nature of distribution and of the transport 
problem. Therefore. in the pages that follow we shall review the 
distribution of sugar traffic with special reference to railway rates, 
and note thereafter the changes recently made in the rates 
structure. 

The Gangetic plains are linked to the Calcutta port by the 
E. L Ro. which serves the more impOrtsnt pl,U'ts of the fertile and 
thickly populated territory, which has been righU, adjudged as the 
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richest in India, both agricnltnrally and industrially. The con­
sumption of sugar therefore, is by far the highest in this tract. Of 
the total sugar thns consumed, the greater portion is that of the 
indigenons sugar or jagree, becanse the United Provinces and 
Bihar are the centres of sugarcane coltivation. Besides, it will 
be remembered that the w~te sugar manufactnre, both from 
the cane and by refining gnr on large-scale in the modern sugar 
factories, has come to be centralised in the U. P. and Bihar. 
Therefore, so far as the consumption of white sugar in this tract is 
concerned, indigenons white sugar competes with the imported 
sugar in the local markets, as well as in the "more important distant 
centres,4lhe area being limited by the cost of railway transport to 
be determined presently. Doubtless the competitive capacity is 
determined by varied factors of which railway transport cost is 
only one, and therefore the following analysis of railway rates and 
the competition inter Be of imported and indigenons white sugar has 
to be taken with this limitation. It will also be recollected, 
that the analysis of the rates policy in respect of sugar traffic 
is proposed to be limited to the more important railways, like the 
E. I., G. L P., B. B. & C. I., N. W., and B. & N. W. Railways, which 
will give a fair idea of the general rates policy. 

CALCUTTA HARKET 

The city of Calcntta with its suburbs, which consume the 
largest amount of white sugar, and the area of about 150 miles 
in the vicinity, is monopolised primarily by the imported SUgar; 
because of the cost of railway transport which works against the 
indigenons white sugar. Indigenons white sugar can be imported 
into Calcutta from the sugar factories in Bihar on the B. & N. W.R. 
via Mokameh Ghat. From the Ganga Deahl Sugar Mill siding at 
Buxar to Howrah. the E. I. R. quotes a special rate of Be. 0-10-6 
per maund at O. R." which works out at ·36 pie per maund per 
mile, less than first class rate.' Therefore, in Calcutta and its 
suburbs the imPOrted sugar has the ad vantage of 10 annas per 
maund over the indigenons sugar. But the Ganga Deahl Sugar 
MiIl in fact does not export to Calcutta, because it finds it 
advantageons to sell in the vicinity of the factory, which is a sort of 

1. This rate' applies to sagar actaally manufactured by the Company at 
their factory. 

2. 1st 018111 rate works out at R. 0-13-9 per lIlBund. 
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protected market. The extent of protection which the factory 
gets in the local market varies with the location ot- the market, its 
distance from the port and from other local sugar facto";es. Im­
ported sugar has to pay second class l11te, which works out to 
Buxar at Rs. 0-15-1 per maund. Needless to repeat therefore, that 
the Buxar Sugar Factory findS it aqvantageous to sel! its output in 
the local markets. The sugar factories on the B. & N. W;R., 
which are more numerous and have a larger output, have to pay a 
still higher freight to Calcutta: 

'It is wel! knoWl\ that indigenous white sUflBr diil not _tin 
recently seriously compete with the imported sugar in the Calcutta 
market, and if it was c01l81lmed there, the fact can be expkine.i by 
reasons other than purely economic, which do not concern us for 
the moment. 'Howev~r, in order to estimate th/! disadvantage 
under which the Indian sagar factories labour in respect of railwai 
transport in the Calcutta market, it is necessary to find out the 
rates from the more important of these factories, which despatch 
sugar to markets in Beugal and Bihar in the same directiou. The 
rates charged to these other markets will be studied later; f~r the 
present it would be interesting to note the freight to Howrah. On 
the B. & N. W. R., on which most of the factories are situated, the 
traffic moves via Mokameh Ghat, and thereafter it is transhipped 
and carried by the E. I. R. to Howrah. Let us have a table 
portraying the rates charged on the B. & N. W. R. for sagar traffic 
via Mokllmeh Ghat from the important sagar factories. That 
would give us a clear idea as to the relative position of the different 
factories, both in respect of the Calcutta market and other markets 
in Bengal and Bihar via Mokameh Ghat. 

Rates per maund via Hokamell Ghat 

Fador"Slalioru Bat. F"ctlWJl Slalion. lIaI. 
.Mo ... Ra. .. Po From no. .. Po 

Boati 010 8 Ba ... n 0 6 , 

Barda ..... g.r o 8 6 Tomkub! Road 0 f 9 
o.wri'-r o 8 2. Podra ..... o 8 4 
Bhatoi 0 1 4 Lakamig.Dj 0 810 
Mairw. 0 6 9 Ghllghli 0 9 5 
Paohr1lkhl 0 6 I Chaki. o 6 1 

To these rates must be added the charge from Mokameh Ghat 
to Howrah on the E. I. B. which works out at Rs. 0-&-3 per 
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mannd.1 Thus, the E. I. R. share being added, the total freight 
gives us a clear idea of the competitive field, not so much between 
the imported and the indigenous factory 1lUgSl', as of the competition 
of the Indian sugar factories inter sa. This does not mean that 
there. is ,'any competition between the Indian factories for the 
Calcutta market. Nor should we be understood to imply tbat the 
rate.Jitructure considerably heips any such internal competition. 

, These rates, merely show the relative transport disadvantage of the 
different factories. It will be seen from the table that of all. the 
Ch&mparan Sugar Factory at Chakis is most favOUl'8bly lOcated for 
supplying the Oalcuttamarket, becaUse it hal! to pay only Rs.0-5-1 

, per mallDd, which comes to Rs. 0-13-4 to Howrah, when the E. I. R. 
share is &.Ided to it. Next comes the Bihar Sugar Works. Pachrukbi. 
in the Saran district, which pays Rs. 0-6-4 to vis Mokameh Ghat • 

• .or Rs. C-14-511er maund to Howrah. Thira comes the New Savan 
Sugar Factory, Savan, Chapra di~trict, which pays Rs. o-lS-{) per 
maund to Howrah. Other factories have to pay a very high freight 
charge. The point to note is that with the development of the 
production of white sugar within the country, by the erection of 
new factories uuder the present scheme of protection, unless some 
new'sugar factories are established nearer Calcutta, the aforesaid 
factories will be relatively in a better position to supply the 
Calcutta market, which, needless to add, is most important £01' 

white sugar in that part of the country. We do not forget that 
this sort of planned distribution, which the aforesaid ,statement 
implies, will be feasible only after the distribution of the total 
sugar production of the country has been centralised. This is a 
very impQrtant point which will be discussed at a later stage; 
suffice it to note for the present that the supply of sugsr to 
Calcutta market should be carefully studied. 

This much' for the Calcutta market. The catering of the 
Calcutta market by the Indian sugar factories is a problem of 
immediate and immense importance; we have attempted to­
indicate the difficulties to be overcome, which, we may be permitted 
to add, are not unsurmountable. The suggestions 8S to the method 
in which the question shonld be tackled will follow later. 

1. Vide,B. & N. W. 11.., Letto. No. 11./4/2/31 p.l. 
This is & apeDia! rate lowe. than the claee rote which is Ra. 0·10,8 
per maund. 
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The North-east of Bengal and Assam are served by the E. B. 
and A. B. Railways. The Western parts of Bengal and Bihar served 
by the E. I. R., consume indigenous as well as imported whito 
sugar. Here is a table showing the. traffic carried by the 
B. & N. W. R. from the sugar factories on its lines to via Mokameh 
Ghat in 1930-31 :-

Ton-nagt Tonnage 
FtJCtorg Stationt ClIN'ied Fa<tOf'II SIa/iQno ccwriul 

MIIWItI. Maund. 
BhatDi 896 Ghughll I.B62 
Mairwa. 83 lrIarhowrah 1,494 
Saran 174 Gud.h Siding 8,986 
Paohrukhl 84 Chakia 21,881 
Tamkohl Road 874 Lohat Siding 11,910 
P.draUlla 102 Tarsari 4,288 
Lakshmiganj 4,280 Minor Stations 8,891 

The traffic from dill'erent stations varies with the distance and also 
the freight charged. These traffic statiBticssubstantiate the statement 
about the relative pOSition which the factories occupy in respect of 
railway rates in supplying the Calcutta market, made in the 
preceding section. For instance, the suggesion that the Champaran 
Sugar Factory at Chakia is most advantageously located for 
supplying the markets in question, is strikingly demonstrated by 
the above statistics, the despatches amounting to 21,381 maunds. 
A similar advantage is enjoyed by this factory in respect of the 
other markets in the same direction. This is not enough, We have 
to analyse the position of imported and internal sugar in this part 
of the country. This issue is somewhat complicated. In the 
following table an attempt is made to present the position in 
respect of some of the more important markets. 

lltaIi .... 1o 

Paw J .. otiOD 

Gay.. 
Oomnh 
Bhasalpur 
.AaaDBo1 
NaJhate 
lkmlwan 

Rata per Maund on Sugar 

From CAdi .. 
(Via Mokameh Ghat) 

R& .. P-
078 
o 810 
012 1 
082 
010 7 
012 , 
01210 

F,..".H.-..A 

Rio .. P-
012 8 
01011 
07. 
o 911 
o Ii a 
o Ii II 
o 3 O· 
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These rates conclusively prove that Indian s:.ngar factories,. 
being located at a distance from the Calcutta and the South­
Western Bengal markefB, have to pay higher railway rates, 
which seriously impedes the sales of Indian factory sugar 
in these markets. It will be seen that markets irom Calcutta 
to Gomoh, on the one side, and Naihati and further up to· 
Shahebganj, on the other, are more favourably situated for 
imported sugar. In markets further up, like Bhagalpur, Gaya 
and Patua, Indian factories have some sort of transport 
protection. Thus, the conclusion we come to is that the 
Bihar Sugar Factories. due to their location, will find it rather 
difficult to supply the Calcutta market for some time to come 
in competition with imported sugar, unless they either lower 
their per unit cost of mannfactore or succeed in getting 
lower rates from ,the railway authorities or both. Another 
expedient that they should try is to centralise the marketing 
of sugar so as to _ eliminate unhealthy internal competition and 
waste in transport cost& The area of about 200 miles round 
about Calcutta bas become ;a sort of protective belt in favour 
of the imported sugar.1 In the market outside this belt 
the transport advantage .operates in favour of the indigenous 
factories. 

KARXETB IN THE FACTORY ZOllE 

In the' factory zone', Indian sagar has obviously an advantage 
due to the proximity of the consuming markets to the respective 
factories and the greater distance per contra from the Calcutta 
port. It is indeed difficult to precisely mark out the limits 
of this zone, in the absence of the requisite data, but in the 
following pages an attempt will be made to understand the extent 
of this zone, and the transport advantages possessed by the Indian 
factories against the importerB. To have a precise idea of the 
transport position for our purpose, it is necessary to co-relate 
internal traffio and the rates charged thereon, with the rates 
charged on the import traffic from Howrah. Therefore, of the 

1. Similar is the situation about the euppli .. of cement from the Indian 
Cement ·Faclori .. to c"lcntta market, but the problem of distribntion 
hy been Bneeesafully aolved by the indnalry. 
See, the Ohaplar on IndiaJi Cement lDdustry. 
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consuming markets detailed in the statement referred to above, 
a few typical ones will be selected for further analysis. The 
supply of sugar to Ben ares may be summarised in the following 

statement :-

Mil,age Blal ..... /,."... 
Quanlity 

dUfHJl,II<d 
(mounds) 

Bal .. ".,. 
""",n" 

&. .. p. 
182 lIutI 26 0 7 6 
131 Sardornag ... 1.1 0 6 8 
99 Bbatni 9.719 o • 8 

117 Mairwa lI,MO 0 6 , 
136 Paohrukhi 1,666 0 610 
130 Savan 612 0 6 7 
170 Tomkuhi&od 278 U 811 
173 Lal"hmlsanj 821 0 7 , 
225 Chald. 419 0 811 
~9 Ho ..... h 016 8 

It portrays a comparatively favourable position, the only 
deficiency being the lack of statistics of the sugar traffic carried 
from Howrah. N evertheleas, the statement gives us very interesting 
conclusions. It provides us with a commentary of the present 
general position and gives us a line of thought for the future. 
Rates charged are in a way a good index of the volume of traffic, 
but when coupled with the statistics of actual tonnage hauled, 
unmistakably demonstrate the importance of the Incidence of 
rates on the movement of traffic and its potentialities of future 
development. Rates are de facto regulators of traffic. The 
illustrations to this apparently epigramatic statement are supplied 
by the preceding table. As Bhaw has to pay only Rs. 0-4-6 per 
maund, being only 99 miles from Benares, it supplies the largest 

amount of sugar. Mairwa comes as a very bad second, partly 
because it hal to pay a slightly hlgher rate. As against the 
Imported sugar, the sugar factories at Sardarl14gar, Bhatni, Mairwa 
Pachmkhi and Savan bave freight advantage of about to to 11 
annas per maund. 
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The POliition of the Allahabad market may in brief be tablecl 
as under:-

Alil ... ,. se.m-from !I'.""",. BaR· ,or 
"""""" mGURd 

11<1. a. p • 
lIaati 1,161 0 • 0 
IlardAl'llAgH ~,8S& o 1 I 
Gaurlbazar &,~96 

Bbatnl 17,161 
Mm- If,6f6 
Sa ... 6,OU 0 , 6 
Paohrukbi lIl1,611 0 1 , 
Tamkukhl Road 818 
Padra",," 898 0 9 1 
Lakahmlpnj 1,1&0 0 8 • 
G1mghU 2,S6I .0 810 
Marhowrah 14,489 
Ohakia 7,126 
LohatSidmg 1,866 011 I 
Eowrah 1 I 

• Th ........ IpOCiaI n\ell at C? R. 

Next may be taken up Thomsouganj. The SUIIlmery position 
in respect of factory 8lIgSl' traffic and the rates thereon is as 
follows:-

SIG/iM&t Ire. !I' ....... ,. 
BGI.,orAl"W14 

Al __ 

Bs. .. po 
lIMIl 1,946 088 
Sardarnagar 1,000 07' 
Gaarlhazar 889 078 
Bbatnl 189 084 
Mairwa 668 o 811 
Paohrukhl 8,419 09' 
Tamkuhl Road 419 o 811 
Pad",,,,.. 8,783 o 8 , 
LakahmisaDj 895 o 711 
GhughU 1,071 080 
Marhowrah 1,329 010 7 
Ohakia 1,276 012 D' 
Lohat Siding 1,«8 018 t 
Tara SaNi 1,198 o l~ 11 
-li_ t • 11 
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Basti, as. the foregoing statement indicates, has the greatest 
advantage in respect of railway rates, and yet it is not able to make 
use of this advantage in supplying the market in question. This is 
probably due to the fact that the despatches from Basti are mostly 
directed to Cawnpore and via Barabanki, via Anwarganj, etc. . Be 
that as it may, the despatches from Pachrnkhi and Padrauna are 
larger, although the railway freight paid is higher. This market is 
also supplied by distant factory stations like Tara Sarai, Chakia, 
Marhowrah, and Lohat Siding. N eedIess to say that it savours of 
unhealthy internal competition for which rationalisation of distri­
bution is the only efficacious remedy. Above all, it will be noted 
that the sugar factories have a freight advantage, which varies from 
Rs. 0-9-0 in the case of Lohat Siding to Rs. 0-15-6 in that of the 
Basti, as against imported sugar. 

Another important station that may be taken up is Bahraich. 
The sugar supplies received from sugar factories and the railway 
rates paid thereon as also the rate paid on imported sugar are sum­
marised in the table put in below :-

Miliag. &alitmfrom 2'onll49· 
maund. Ralepr_und 

93· Bast! 801 
Ra. L p. 
o 4 3 

.146 . &rdarna~ M9 o 6 1 
1M GauribaW 1 o 6 IS 
176 Bhatni 139 o 7 2 
193 M&irwa o 7 9 
212 Paobrukhi 180 086 
196 T.mkahi Road 622 o 710 
006 &vau 163 083 
176 Padrauua 4,356 o 7.2 
163 Lakah' • 8,069 o 6' 8 
166 Gbughlig&Bj 448 o 610 
314 Chula 013 0 

Howrah. 

In this case also, the indications of internaI competition are 
discernible, because the despatches .of sugar from Basti, which 
has the greatest transport advantage, amount only to about 601 
maunds, whereas from Padrauna and Lakshmiganj about 4 and 6 
thoueand maunds of sugar are shipped. A further point of note 
is a clear absence of shipments from Chakia, which shows that 
the market is not profitable due to very high railway rates, 
nearly treble of those from Basti. It follows therefore, that the 
widest marketable area for the Indian Engar factories i8 abou~ 400 
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miles. 1 The above four illllStrations, selected from the factory zone, 
and the sugar traffic carried from the different sugar -factories 
demonstrate the transport advantage possessed by the internal sugar 
factories, as against imported sugar, and the part indigenous factory 
sugar plays in the supply of white sugar in this area. In the light 
of the statistics adverted to above, it would be no exaggeration to 
say that imported sugar does not find a market here, and if it does, 
the market must be very restrieted and Specialised. It should be 
noted that the 1st class rate on sugar quoted by the E. I. R. when 
the consignment travels over more than 600 miles, adversely affects 
the Indian white sugar industry by stimulating the penetration of 
imported sugar at reduced rates. It has often been suggested that 
the imported traffic does not need any such inducement in the form 
of reduced rates, and therefore, to help the deficit budgets and 
depleted railway finances these needless concessions mnst be the 
first to be removed.' 

Before we close our review of the E. I. It. rates policy, it would 
be interesting to examine a few more typical markets like Cawnpore 
and Barabanki. These markets are important for several reasons. 
Cawnpore is recognised as the central sugar mart of the country. 
Being located in the centre of the United Provinces, which is also 
the premier sugar producing province, it is not surprising if 
Cawnpore has become the most important _ distributing centre 
of the indigenous as well as imported white sugar. It will 

1. Mr. Dale's evidence before the T.B , as the Manager of Savan RefiniDg 
CompanT, mST b. noted with interest in this connection. He saya 1 
"People who .... angar manufactured in India are not very keen on 
buyina imported engar beca ..... they think there is animal charcoal in it. 
They would rather buy gur, if the price of Indian made engar goes up. 
T"" imJlOrled lIlIIar ...... WI g ...... aUu VJIum 1M mil! 1IlIIat' ........ Take 
Bavan or Pachrqki for instance. While we have our engar for aale the .. 
is no Java Bugar coming into Savan. We keep our priceo at the Calcutta 
rate plna freight and we oe1l as far ao we can locally." 
Vide T. B. Evidence, VoL II, P. 119. 

II. It can hardly be doubted that the imported traffic in white engar would 
continue UDabated even after the concessions in question are withdrawn. 
The .. fore tha conti.nuance of th... needl ... conceooions, in· face of a 
aurcharge of 15 per cent. on cool freights, refute the contention 1)f the 
Rail way Member advanced in enpport of his acUon, that "on this O<eaoion 
circumstances left no alternative.JJ 

Vide, Budget'Speech of too Railway Member, 1932-33.·· 
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therefore be fruitful to examine the rates position of this centre. 
The statement snbmitted below shows the supply of sugar from 
some important sugar factories to Cawnpore and the· rates charged 
thereto. 

Bl4licm/,."". TonlUlgt Bt.tt "t, Slalion/rom T01I7Hlg, BtII. per 
tftfJuna, maun4 mound. maund 

Ro ... P- Ro. .. po 
lIosti 22,439 0 6 G PodralUla 12,223 0 9 0 
Bania_gar 22.439 0 8 1 lAkshmigaoj 20,658 0 8 8 
o.uribazar 6,843 0 8 , ~~~t~~rah 27.187 0 8 9 
Bbatni 11.351 0 9 0 7.781 0 1 2 
M..irW& 664 0 9 5 Cbakia 24,851 o 2 9 
Bavan 17.830 0 9 9 Lobat Siding 38,288 013 6 
Paohrukbi 9,190 0 911 Tara Sarai 2,581 013 , 
Tamknhi RoH ::: 15,319 o 9 8 Howrah 1 , 8 

The point to note is, as has already bcen referred to, that the 
freight advantage in the sale of their sugar, which the Indian 
factories have as against the imported article, varies with the 
distance between the factory and the consuming market', and the 
same conclusion is further re-inforced by the foregoiug ~ble, 
wherein, as in the case of the preceding ones, the quantity of sugar 
despatched and the railway rates charged are related to one another. 
There are other factories nearer Cawnpore, not included in the afore­
said table, which pay still lower rates.' In fact the su~ of the 
Re6neries, in the vicinity of Cawnpore and Allahabad, is in no 
small measure due to the most extensive and reliable market that 
they have, in these cities, with the consequent advantage in 
transport charges. The general belief seems to be that the sugar 
factories supplying the Cawnpore market avail themselves to the 
full extent of the advantage due to the freight paid by the imported 
article from Howrah to Cawnpore. But this is not so', because 
the factories at Cawnpore or in the immediate neighbourhood, like 
the Unao Sugar Works at Unao, are unable to meet the total 
demand, and the imports are pouring from the distant factories, as 
has been shown in the preceding table. Besides, the traffic railed 

1. Compare with the Indian Tari« Board Report on S...... 1931, 
Para 66. 

S. Refer '" tho List. of modern _ Iact.ori .. and .. &nen.. workiD, 
in India, 

3. In this """nectiou evidence of Mr, W. Safer hefore the T. B. ",., he 
read with interes&, Vide, Erid_ Vol. II, Po 318. 
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from these factories to more distant markelll via Oawnpore is COD­

siderable, and this obviously has to bear a higher freight, albeit, in 
the absence ef requisite data, no precise estimate of the total charge 
can be attempted. In fact a good part of the total output of the 
Bihar sugar factories is consumed in the important towns of the 
United Provinces.1 In view of this. the general freight advantage 
of the internal factories is substantially limited. We, therefore, 
agree with the finding of the Tari1f Board that the freight ad vantage 
possessed by the average sugar factory in the white sugar tract is 
about four annas a mauneL' . 

We may refer to another centre, Barabanki, which is not 
merely a good consuming market for Indian factory sugar, but, a 
junction through which large sugar traffic passes from the factories 
on the B. & N. W. R. to markets in the east of the Punjab and the 
weatem parts of the United Provinces.· In the follOwing table 
an attempt is made to co-reIate the quantity shipped from the 
different stations to and via Barabanki, and the railway rates 
charged. 

Stalionj...". TOft_'" Tonnaa~ ria 
l/a"fJOr""' .... d MallntU Ma."tU 

Ro. a. p. 
Basti 993 25,995 0 • 4 
Sard.rnagar 6,103 48.798 0 8 0 
Gauribazar 625 14,306 0 8 3 
Bhatni 1,608 16,124 0 7 0 
Mairwa 504 6,840 0 7 6 
Sawn 417 26,519 0 8 0 
Pachrukhi 1,207 13.440 0 6 1 
T .. mknhi Road 4,837 61,697 0 7 7 
Padraunll. 5,736 36,185 0 '1 0 
Lakshmi&anj 1,486 31,860 b 6 7 
GhugbJi 1,085 30,095 O. 6 8 
M.rhowrah 808 28,341 0 9 6 
Cb.kia 1,6940 27,789 011 6 
Loh.t Siding 731 27,066 011 6' 
TaraSarai .17 3,681 1 4 1 
Howrah 

In order to arrive at a clear idea of the transport advantage 
of the internal factories as against the imported sugar and, the 

1. See Tarilf Buard Em.nee, Vol. r, Po 111, and 117. 
I. Refer T. B. Report, Para 65 • 
. a. Note that the marteto of the Begg Snt.herland grunp of factori •• 

ex!.end np to the Eestem Pnnj.b, Vide, T. B"Evidence, Vol. I, Po 104. 

B-29 
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oompelition, it may be pointed out that even though Barahanki by 
itself is not a market where imported sugar competes keenly, 
partly because of the transport protection available to the indio 
genous article and partly due to other considerations which should 
not detain us for the present, its importance lies much more upon 
its being a transhipment station, through which heavy indigenous 
sugar traffic passes to other more important consuming markets. 
The point of note is that in the markets vis Barahanki, distant 
despatching stations like Lohat Siding and Chakia have perforce 
to compete, notwithstanding the higher railway freight, because 
their local markets are limited in scope. When sugar goes 
up to the western parts of the United Provinces, transport 
protection against the imported sugar is increased, but the 
distant factories cannot avail themselves of this advantsge. 
These are the facts which can be inferred from the above 
statement. In the western parts of the United Provinces and 
the Punjab, local factories or those in the vicinity have greater 
advantage.' To these markets, imported sugar has to pay Re. 1·8-0 
to Rs. 1.10·0 per maund by way of railway freight. Khandsari 
sugar ,likewise, gets this natural transport protection. Some idea of 
the rates which Khandsari sugar has to pay can be had from the 
following figures. 

Rates :per Maund to Oaw'fIJJ01'e" 

Mil .. &aIi.II/rom Bal. 
11& .. p-

148 Shohjabanp1U' o 611 
192 :&reilly 076 
248 Moradabad 09' 
325 BijllOllr 012 1 

1. Rosa Sugar Factory Is an iDStance. The markets of the factory are 
located within 200 miles from the factory eo that the freights even to 
moot distant markets are Dot more than Rs. 0-8·0 per maund, wher ... 
the imported articl. baa to pay from Rs. 1-6·0 to lis. 1·12-0 per maund. 
Therefore the cost of tl'lUlSpOrt ia DO .dra .... back to markew., of the 
output. 
(Be. Letter from M........ Care.. &; Co., Ltd., B-, dated 11.11-31). 
See also Indian·Tariff Board Evidenoe Vol. I., p. 165. 

I. Vide, IJovemmeut of tho United ProYincoa' Reply to tho T. B. 
Quoationnairo, EYid,noe, Vol L, p. 307. . 
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CONCLUSIONS 

Thus, the survey of the hinterland of the Calcntta port 
sufficiently emphasises the importance of internal sugar prodnction 
and of railway transport in the distribution of total sugar require­
mania. The transport position from Calcutta to Delhi, as wiU be 
seen from the foregoing survey, varies from the standpoint of the 
home ind1lStry, from one of positive disadvantage in the former 
case, to that of very substantial advantage in the latter.. The 
average transport advantage is reduced considerably, because in 
order to dispose of the total output, factories" have to cater for 
distant markeia. The situation is further aggravated by the 
overlapping of markets, and the consequent competition inter se of 
the internal factOries. This latter phase of 0Ui' industry needs 
a corrective, lest with the development of the productive capacity 
of the factories, and the establishment of new ones, the problem 
should assume serious proportions in the near future. In short, of 
the total sugar imported from Calcntta a substantial portion has 
hitherto been largely consumed in parts of Bengal and Orissa, as 
adverted to above, where the Indian factory sugar found it 
difficult to make its way. Further, due to inadequate output of our 
factories, the consumption of indigenous sugar was seasonal. 
With the rapid rise in the output in the recent years the problem 
has changed. 

During recent years, there have been striking changes in the 
structure of the ind1lStry. The Sugar indnstry was offered 
protection in 1931, and since then, wit.hin a couple of years, it has 
undergone a metamorphosis, to the dismay of aU those who had 
been hitherto prone·to regard Indian capital and enterprise as 
proverbially shy and inefficient, and India from being an annual 
importer of sugar valued at about 20 crores of rupees, will soon 
have a surplus for" export. Obviously, therefore, the nature of the 
transport problem has changed. The distribution of sugar portrayed 
in the preceding pages no IQnger holds good in aU its details to·day ; 
whereas imports have declined, the output of internal factories has 
substantially increased. Therefore, in most" of the markets, where 
Imported sugar had a monopolistio hold tiU" 1932-33, to·day 
indigenous sugar has taken its place. The area within which 
Imported sugar competes with the indigenous sugar is thus limited 
primarily to port towns and the districts in the vicinity. Besides, the 
localifation of the iugar factories in certain parte of the co'Untr'y has 
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added to the complexities of the marketing problem. The gravity 
of the situation has been realised alike by the sugar producers and 
the railway authorities. Therefore it does not come as a surprise 
to note a marked change in the rates policy, from one of deliberate 
fostering of imports to that of promoting the growth of the 
internal industry. 

The E. I. R., realiSing the importance of the Calcutta market 
for indigenous sugar, has offered reduced station-to-station rates for 
sugar booked from mOre important sugar factories. This is a very 
desirable change in the rates policy which has materially helped 
the factories in capturing this important market. The nature of 
the reduction can be seen from the following table :-

Rates Per Maund to Howrah 

S14lion from R& .. p. s_/,."". &.Ie 

Be. .. po 
Ballia 01210 Marhowrah 012 1 
BaIt! 015 8 Muza1lIr.rpur 011 0 
BhatDi 013 6 Narkatlagauj 013 7 
Champatla 013 4 Paohrokhi 012 7 
Chaki. 011 10 l'aclra11llll 014 8 
Gaurlhazar 014 1 Ilamastipur 8 g 11 
lIarinagar 01310 Sardarnagar 014 4 
M.irwa 013 1 Siswahazar 015 8 

These are only a few of the more important statione from 
which reduced rates are available. The reduction is in fact 
substantial, and will help the movement of internal sugar tmffic 
to Calcutta, where the competition of imPOrted sugar is still 
very serious- But when it is recaIled that the traffic moving 
from Howrah to internal centres is' heavy, resulting in 
frequent shortage of wagons, the need for stilI lower rates on the 
return journey becomes obvious. Reduced rates to Howrah would 
attract better traffic from iuternal sugar factories and thus add to 
the railway receipl.!i. . It is hoped that" the railway authorities ,"ould 
SOOn realise the necessity of a more forward policy in thiS directlma 
in their own interest. Besides, reduced station-lo-station rates on 
wagon loads should also be quoted to facilitate the movt>mt>nt of 
sugar traffic in bulk. . . . 
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BOMBAY PORT ~ 

Bombay is the next port of importance. It has an extensive 
feeding area which adds to its prosperity, albeit of late Karachi and 
Xathiawar ports have attracted a portion of its traffic. The .more 
importsnt part of the hinterland includes Bombay Presidency 
(excluding Sind). C. P. and Berar, a part of the Nizam's Territory, 
and Central Indis.· The importsnce of this port as a distributor of 
imported sugar can be easily gauged by the quantity and value of 
imports. The quantity of imports has risen from 183,054 tons in 
1926-27, to 215,594 tons in 1929-30. Since, then however, there 
has been a steady decline both in quantity and value, due to the 
increase in the number and output of local sugar factories. 

We shall, therefore, proceed to study the transport of sugar as it 
stood before the recent expansion commenced, and thereafter, point 
out the changes subaequently effected in the rate structure. In 
studying the distribution of sugar, the markets may conveniently 
be subdivided on the basis of railway lines serving them. In the 
study of flIlgar traffic during the year 1932-33 and before, one 
important point of note is that, unlike the Calcutta port, sugar 
imported through the Bombay port does not meet any serious 
competition with the internal sugar, except in the distant parts as 
will be seen presently. This is due to the complete absence of 
sugar factories in the presidency, with the single eJ:ception of the 
Belapur Factory.1 This is due to causes other than the lack 
of acreage under sugarcane, because the existing acreage can feed 
aeveral factories.' The most important canas which accounts for 
the present state of affairs is, in common with other provinces, tbat 
the bulk of the sugarcane prodnced is turned into gar, for which 
there has been a fair market in most years.· Therefore in studying 
the distribution of sugar these factors should constantly be kept 
in view. 

In the absence of statistics of sugar traffic carried from either 
Bombay or Belapur on the G. I. P. to different consuming markets, 
it is difficnlt to make any precise estimate of the effects of railway 
rates charged on the movement of traffic. Therefore, in thia case 
our discossion will be based mainly on the general tendencies which 

I. Se. the S .. tement of the Government of Bombay to the T. B. and the 
Statement.of the Belapnr Company to tb. T. B. EvideDce Vol. I. 

2. See the Stat.meDI of .. G "; T. B. Evidence Vol. I, p. 293. 
3. Ibid I p. 266. 
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we have been able to gather from our study. The Belapur factory, 
be it noted. produces only 3 to 4 thousand tons of sugar annually', 
and therefore it can be safely said, in view of the huge imports of 
foreign sugar noted above, that the competition. if auy, is confined 
to areas in the vicinity of the factory of about 150 miles. This 
~es not mean that the marketing area of the Belapur factory Is 
confined only within this area, but that, the imported sugar really 
feels the competitive force within that area, due to railway rates 
that the importer has to pay.. In more distant markets the 
consumption of Belapur" sugar is not really competitive, but 
it is due to the preference shown by the consumer for Indian 
factory sugar. This is a most important fact in favour of the Indian 
sugar, and it is this factor which explains the presence of Bihar and 
U. P. sugar in the Bombay market. Preference based on patriotic 
motives has further helped to extend the marketing area of the 
Indian factories since 1930, and the consumers are willing to pay 
substantially higher prices for the indigenous product. These are, 
however. temporary factors. which cannot affect the more dominant 
trends in production and marketing, based on economic grounds, 
albeit they should be recorded. " 

THE RATES CHARGED BY THE G. I. P. RAILWAY 

Fortuuately, the G. I. P., unlike some of its other compeers, 
does not offer any needless and invidious concessions on the Import 
traffic, and levies a charge at a uniform mileage rate, 2nd class 
railway risk, irrespective of the conditions of load., except to some 
competitive markets. where adjusted class rates or special station­
to·station rates are quoted to meet mostly the port competi­
tion. This is the most welcome feature of the rates policy Jl1ll'IIOed 
by this railway. In the light of this fact, the specialIst class rates 
offered by the E. I. R., on the import traffic carried over 600 miles 
and more from Calcutta is certainly needless; this is particularly so 
because of the standing complaint of the Railways that the traffic 
passing from Calcutta to upcountry is heavy and the equipment 

1. Vide, T. B. Evidence VoL 1, p. 68. 
ll. The principal markela of Ibe factory are ""tended over the under 

mentioned area :-
Nizam'. Dominions, Ind ... State, Abmednagar diatrict, N.sik 

district, Poona district, Southern Maratha eountriee, Ea& and West 
Khandeah, N agpur, Bomb'1. Karnatak. 

Supra. p. 71. 
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Insufficient. Let us, then, have a table portraying the rates charged 
on the G. I. P. from Bombay to the more important consuming 
centres. This will give us a clear idea as to the incidence of 
rates charged, the extent of the marketing area and the nature of 
internal as well as external competition. 

Rates per rnatmll on Sugar .from Bombay 

Alilu 

119 
28S 
810 
HS 
117 
162 
218 
20~ 
232 
261 
276 
BGS 
S6S 
f72 

Slation ID 

1'0011& 
Sholapur 
Shah.bad 
Raiohur 
N&SikRood 
Kaumad 
Ahmed""gar 
Cholisgoou 
l'oohoro 
Ja1saon 
Bh".. .. 1 
Khandwa 
Akola 
Woedb& 

Bal. Alil .. 
B& .. p. 

o 6 2 620 
o 10 II 464 
o 18 11 616 
1 0 6 621 
o 6 1 686 
o 6 8 607 
o 8 8 796 
a 8 2 702 
o 9 1 889 
o 10 2 768 
o 10 8 804 
o 18 4 8S8 
0188868 
1 1 6 957 

Slation I. 

Nagpur 
llarsi 
Jubbulpore 
Bhopal 
Ujjain.. 
Bina 
Kotah 
Jhansi 
Oawnpore 
Gwalior 
Dholpur 
Agn 
Muttra . 
Delhi 

Bat. 
Ro. .. P. 
182 
118 
167 
188 
124 
168 
160 
179 
186 
1 11 8 
1 IS 2 
1 11 9 
1 11 1 
1 IS 4 

This table contains only class rates because, as has been 
referred to above, class rates are generally applicable on thia 
railway. Special rates which are quoted to some markets will 
follow later. These rates have to be studied in parts. In Bombay 
City, imported sugar holdS a virtual monopoly, because the Belapur 
factory has to pay Rs. 0·8-7 per maund by way of railway freight, 
whereas the imported article has to pay almost nothing. In some 
other markets like Nasik, Manmad, Chalisgaon, Pachore, Jalgaon, 
Bhusaval, etc., both imported and Belapur sugar is sold side by side, 
because the latter has an advantage in railway freight. 

To some more distant markets, however, special station·to. 
station rates are quoted from Bombay and therefore the freight 
position works out as follows:-

Slalion ID Alil .. From Bombay ~Bil_r 
Cl.... /It>ecial 
Bate Bal. (O.B.) Alii .. Bal. 

B& ... P. Ro. .. P. Ro. .. po 
K!umdwa 868 o IB '" 

01211 218 o 9 7 
N.gpur .... 520 1 8 2 1 o 0 f18 015 6 
Ujjaiu 6S6 1 S , 1 1 1 637 1 B 5 
Owaliar 768 III 8 1 10 10 665 1 711 
Dholpur 80l 1 18 2 1 9 7 696 1 

9 '" Ag .. 888 III 9 1 8 0 780 1 10 7 
CoiWDpore 889 1 8 6 1 6. a 781 110 7 
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There are some very interesting trends of the rates policy and 
how it affects our trade and industries. The contrast between the 
class and special station-to-station rates from "Bombay is interesting, 
and much more so when it is noted that most of the class rates are 
adjusted class rates. It will be seen that whereas to Agra, for 
838 miles, the rate is Rs. 1-11-9 per maund, to Cawnpore for 
almost the same distance Rs. 1-8-6 is charged. This most 
obvious inconsistency is due to the competition of the E. I. R., or 
in other words port competition. The E. I. R. charges Rs.I-9-2 
and Rs. 1-4-8 per maund from Howrah to Agra and Cawnpore 
respectively. In order, therefore, to attract the traffic, passing 
from Calcutta pori to these markets, to Bombay port, these 
apparently anomalous rates are quoted. These rates are furth~_ 
reduced as will be seen in the second column of special station-to­
station rates. Again, the class rate from Bombay to Ujjain is 
lower than the rate from Bombay to Nagpur even though the 
distance is longer. . This violation of the differential rnle has been 
averted in the station-to-station rates, but the fact that lower rates 
are offered from the ports to some markets in order to meet the 
port competition stands out prominently. The l'Bte to Ujjain is 
quoted to meet the competition of the B. B. & C. I. R., which finds 
it more economic to carry this traffic, Ujjain being only 466 miles 
from Bombay on this line, as compared with 635 miles on the 
G. I. P. R. Here, therefore, we have the instance of inter-railway 
competition. Needless to say that as a result of this competition, 
the penetration of inlports is fostered and the internal traffic is 
handicapped, as will be seen by comparing column two and three. 
The Belapur Factory has to pay relatively higher freight. But 
given the railway system as it is, most of these anomalies will 
continue. A co.ordinated rates policy is the only remedy that can 
be suggested. 

It will be seen from the forgoing review that the sugar traffic 
distributed from Bombay on the G. I. P. R. meets only with 
nominal competition in most of the markets, except in some distant 
centres. In this connection, the part played by the inter-railway 
competition has already been noted. Now we shall review the 
competition of Indian factory sugar from and via Cawnpore. The 
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statement below gives a succinct survey:-

Rates fler maund/rom and via Cawnpor8 on the G. I. P. R. 

Mil .. Stalion ,. Bal. Mil •• Blaliofllo Bal. 
Ra. .. p. R .... p-

158 JhanaI 0 6 6 SI9 'Bhopal o 11 10 
iSS Ujjain 01610 SH Juhbulpore 011 8 
198 Gwalior 0 1 1 661 Nagpur 1 II 1 
17f Ag ... 010 S S76 Itarsi o IS 10 
Bot Mutt... 0 8 9 BSS Bina 0 810 

This table has to be read witb the Bombay rate table. We 
may, however, point out that of tbe rates contained in the foregoing 
table, tbe rates from Cawnpore to Agra and M uttra are cheaper on 
tbe B. B. & C. I., the distance being 258 and 219 miles respectively. 
Again, tbe route to Agra is shortest on the E. I. R., the distance 
being only 157 miles and tberefore, the rate charged is Rs. 0-5-9 
per maund at R. R. The rates contained in this statement have 
been particularly selected to show the transport advantage which 
Cawnpore has as a producer and distributor of sugar, and tbe 
marketable area which it can witb advantage have under the present 
rates arrangement. Cawnpore sugar, as the statements given above 
bring out, can successfully compete with tbe imported sugar and 
can even go up to Nagpur. The protected area for the Cawnpore 
sugar extends to about 400 miles in the BOuth. This is, however, 
true only of sugar manufactured in Cawnpore or in tbe immediate 
neighbourhood, because sugar from other factories which passes via 
Cawnpore has to pay higher freight. But let us not be understood 
to imply that Cawnpore sugar seriously competes with tbe imported 
sugar in the aforesaid area. In fact, Indian factory sugar, owing to 
the limited output, competes with the imported sugar only in the 
markets within about 200 mill)!! of Cawnpore. Even this competi. 
tion is only seasonal. 

Thus, on tbe G. I. P., imported' sugar meets nominal 
competition from tbe Indian factory -sligar in some parts of the 
Deccan and in markets near Cawnpore, ~ut taking the hinterland 
of the port as a whole it exercises a monopolistic sway, because 
tbe limited output of tbe indigenous sugar seriously handicaps its 
competitive capacity. ' Besides, in Soutbel'n India the comparative 
absence of sugar factories is a great disadvantage. In fact, in tbe 
total area Meyed above only one factory has been working, 
though recently a few more have commenced production. 

R-3O 
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The G. I. P. R., has also co-operated with other railways in 
offering reduced station-to-station rates from the more important 
sugar pl'oducing stations to Bombay, as will be seen from the 
following table :-

Sial ..... BoI. Stati .... Rat. 
Re. •• p. Re. ... p. 

Balli. 1 2 7 Muzafl'arpur 1 " 2 
lIasti 1 " 0 Norkatiaganj G 4 
Bhatni 210 Pochrukhl B 4 
Captoingonj 1 3 9 Padrouno , 0 
Chakia 1 4 7 Remkola 311 
Champatia 1 5 2 &maatipur , 7 
Gaaribazar 1 8 1 &rdarnogar 3 3 
GhughH 1 811 SilwaBazar 4 0 
Harinogar 1 6 5 Walterganj 1 , 0 
4kahmiganj 1 3 JO Cawupore 014 0 

The foregoing table shows only some of the centres from which 
the reduced rates are offered. The traffic from the factories iu 
Northern India, includiug Bihar, is routed via Allahabad city and 
Nairn, the share of the G. I. P. in the total charge being Re. 0-14-0 
per maund. The E. I. R. share is 7 pies per maund, and tlie rest 
being of the B. & N. W. Railway. The action of the G. I. P. 
Railway is really commendable because, these reduced rates help 
the indigenous sugar in competing with the imported sugar in 
Bombay. The concession thus offered is very substantial, as will 
be evident if the class rates are taken into account, which operated 
before the aforesaid concession was offered. The rate from 
Cawnpore is equally interesting and the help it offers to the 
internal sugar industry becomes clear, when we note the rate from 
Bombay to Cawnpore which is Rs. 1-6-5 per maund. 

Reduetion in rates on the G. I. P. is not confined to traffic 
moving from the internal factories to porta, but station-Io-station 
rates are also offered to consuming centres other than Bombay_ 
For instance, from Cawnpore the following station-to-station rates 
are offered :-

Station /0 Rat."... Station /0 Ratop<r 
.... lInd ",,,,,nd 

Ra. .. P. Re. ... P. 
POOD& 1 3 II Chan.gaon 1 8 II 
Bholapur 911 Biaapur 1 6 0 
Monmad 

" 8 Dhulia 1 411 
Ahmednagar 6 8 Yeotmal 1 8 , 
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It has already been pointed out that in the Bombay Presidency 
foreign. sogar had a quasi-monopoly due to relative scarcity of 
indigenous factories. though since 1933 some factories have been 
built. The Belapur factory could cater ouly for a limited market. 
Even to-day the local factories cannot meet the total demand and 
therefore foreign sugar is imported. To replace these imports by­
indigenous SlIgar. the railway authorities have offered reduced 
rates from internal SlIgar factories to Bombay and other important' 
towns. This is a very desirable change in the rates policy.' 
It should further be noted. that to the other ports as well, reduced 
rates are offered to help the movement of internal SlIgar traffic. 

THE RATES OHARGED ON THE B. B. & 0. I. RAILWAY 

On the B. B. & c. I., imported SlIgar meets with still less 
competition. In fact, it would not be far from truth to 88y that 
there is no competition at all. except when the imported Sugar 
goes to the United Provinces or the Punjab. This is so because there 
is no SlIgar factory at all in the area served by this railway. 
But it needs to be remembered in this case that most of the SlIgar 

imported into Gujarat and other important markets upcountry 
is obtained through the Kathiawar ports, which are more advantage­
ously located in SlIpplying these markets than Bombay. The 
class rates from Bombay to some important markets work out 
asunder:-

Nil.. SlaIiori /0 Ral .. ".,. 
..... und 

Ra. .. p-
123 Bular 0 Ii 10 
134 Bilimora 0 6 2 
155 Su •• t 0 7 3 
14TH ....... i 068 
202 Br ... h 0 8 7 
lM6 Baroda 0 10 1 
80S Ahmodobad 0 12 3 
312 Sabo.rmoti 0 12 Ii 
IW8 Viroms.m 0 13 8 

Nil .. 

406 
466 
672 
627 
624 
613 
779 
773 

Slali ... ,o 

Batlom 
Ujj.in 
Kotoh 
Mor...,. 
Ohitorsorh 
Ajmor 
Asra!'ort 
!4uttra 

BaI .. ",,. m .. _ 

11& .. P-
015 9 
118 
154-
112 
1 310 
143 
1 12 3 
1 12 5 

Sugar imported from Bombay port does not find it advant-
ageous to go beyond Baroda, because the railway freight from 
Kathiawar Ports to these areas is cheaper. It may be pointed 
out that Belapur SlIgar also comes to Ahmedabad. Surat and Baroda. 
the rates charged beiug Rs. 1-2-6. RB. 0-13-6, and Rs. 1-0-4 pel' 
maund respeotively, but it cannot compete with the importsd 
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sugar. This inability is due to higher railway rates charged from 
Belapur to these markets. Obviously, therefore, the mOre importaut 
markets are served by sugar imported from Kathiawar Ports. 
Here too, from the perusal of B. B. & C. I. Railway Goods 
Tariffs, it appearS that, like the hinterland served by the G. I. P., 
the imported sugar is consumed largely in the area within about 
500 miles of the port; and in this area the competition of the 
indigenous sugar is almost absent. Beyond this limit. sugar from 
the U. P. comes in competition. In order to have a clear idea of 
the relative transport position of the imported and indigenous 
sugar in the competitive markets. an attempt is made in the table 
submitted bel~w to co-relate the two. 

BltJIiofUlto &.Ie/.o", &.Ie/rom 
B .... btr.g CG...".,.. 

Rs. .. P. Be. .. P. 
Rutlam 015 8 012 7 
Ujjain 1 1 8 012 8 
Marwar 1 2 o 12 8 
Chitorprh 8 10 OlB 6 
Aim .. , 010 3 
ApFort 1 12 a o B 8 
l41lttrr. lU 6 o 4 4 

This is an interesting comparison. The rates in the firSt 
column are class rates, that is. for distances less than 600 miles. 
2nd class rates are quoted at R. R. and for distances above 600 
miles lst class at O. R. But in the the Orst column. the rates given 
are station-to-ststion rates at O. R. So the rates show that in 
markets more distant from Bombay. like Agra and Mutt .... 
indigenous sugar has a considerable freight advantage. Besides, as 
adverted to abovl'. even for imported sugar to these markets. 
Bombay is not the natural port; Calcutta can serve better. In 
these cases the indigenous article has the advantage of about 
Rs. 1-8-0 per maund. This augurS well for the indigenous 
industry. for even though Indian sugar factories could not exploit 
this transport advantage to the full. with the develcpment of 
pro.duo~i ve capacity IlDd addition in their numerical strength thiB 
SA! vantase will act as a good safeguard. In other markets like 
Ajmer. Chitorgarh. Marwar. etc .• too. indigenoUs sugv has tran&­
port advantage; albeit less than that in the case of Agra or Muttra. 
With the development of the Indian sugar industry. not only will 
tIiis ad vantage be better utilised. but it will also be ineressed if 



SUGAR 237 

new factories nearer to the consuming markets are established. 
As the conditions stand at present, all these figures conclnsively 
prove that Cawnpore sugar has transport advantage in its favour 
in all these upcountry markets, although the precise exten\ of the 
competition of the indigenous material is difficult to determine. 
Understood with these limitations, due to insnfficiency of traffic 
statistics, the picture of the distribution of sugar depicted above 
gives us a good idea of the rail way rates as affecting the dis­
tribution and consumption of sugar. 

THB PBR-WAR Aim CURBBNT RATES ON THR 

B. II. & C. I. B. COldPABBD 

Before we pass on to discuss the distribution of sugar 
imported from Karachi it may be interesting to note the extent of 
increase in rates that has taken place since the war on the B. B. 
& C. L We have here a few rates which give a rough idea of 
the extent of increase:-

Ratel lIer Matmd from Bombay 

Ni/u StalioA 10 1914 1911 193' 
Ra. .. P. Ra. .. p. 11& .. p-

165 Sumt o , 3 o 5 1 073 
2<16 Baroda 073 07' 013 1 
308 Ahmedabad 0 8 1_ 012-3 
202 Broaoh "0 6 0 6 1 087 

The increase in rates varies from station to station, for whereas 
in the case of Surat the increase has been about 80 per cent., in 
other cases it has been only about 50 per cent. This is not sur­
prising, because there have been similar increases in the case of 
other industries as well. We have studied these increases in rates 
as affecting the industries selected for the present study at their 
proper places, and therefore there is hardly any necessity of 
repeating them here. But it InaY be pointed out that tha incr_ 
of rates on the imported suSar is welcome in the interest of"Jb.e 
indigenous in!lustry. 

One important feature of the rates policy in the pre-war era, 
which should not escape our attention, is that very low rates were 
offered on the imported sugar to distant markets. Here are a fliw 
rates in support of the above statement. 
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BateIJ per Maund from Bombay 

Stalion 10 

Agnli'ort 
Ii'atohpur Sikri 
Muttra JunOtiOD 
BathraaOity 
CawDpore 

.AellUIl W"g'" 
Ro. .. P-
015 0 
o 15 5 
015 0 
014 0 
014 6 

Wagon lotld • 
Ra. .. P-
018 10 
014 8 
o 18 10 
o 12 10 
018 7 

These lower rates have fortunately been discontinued, and 
to·day substantially higher rates are applicable on the imported 
traffic. However, the blame for charging lower rates on the 
imported traffic during the pre-war era does not rest on the B. B. 
& C. I. alone, but it is shared by all the railways. 

THE HINTERLAND OF KARACHI PORT 

Having studied the hinterland of Calcutta and Bombay with 
special reference to the distribution of imported sugar, we may 
now pass on to review the imports of Karachi port, which, has 
been showing remarkable development in the recent years, Bnd 
promises to show further growth in future. Both its present 
position Bnd future potentialities, make the study of this port Bnd 
its hinterland interesting. Inland trade statistics show that the 
hinterland of the port extends from Sind to the Punjab, EBJuchistan 
and Afghanistan. The exports from Karachi port to BilIar and 
Orissa, the U. P. and Rajputana are very low, and the caUlleS which 
go to' explain the situation are diverse. BilIar and Orissa are 
naturally outside the hinterland proper of the port, the heavy 
imports' being primarily of coal traffic imported from Bihar. The 
low exports of the U. P. are explained by the fact that occupying B 
central position with railway connections, it is linked to all the 
three ports, Calcutta, Bombay and Karachi. The movements of 
traffio therefore,' are divided between these ports, the substantial 
part of the trade being directed to Calcutta and Bombay. Karachi 
finds an outlet only for the parts on the extreme west, thanks to 
the direct metre guage conneetion between Agra Bnd Hyderabad 
(Sind), via Kuchaman Road on the B. B. & C. I. and Jodhpur 
Railways. As for Rajputana, we have already seen that the BOuthern 
JlII!"t& find an easier access to Bombay, and therefore, only its 
northern regions deal with Karachi. Therefore, the hinterland 
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proper of the port include Sind. the Punjab, Baluchistan, Afghani­
stau, the Northern parts of Rajputana and the Western districts of 
U. P. We shall study the distribution of sugar to these parts only.-

RATES FROM KARACHI 

It has already been pointed out that the N. W. R. quotes 
special station-to-station rates on long distance traffic from Karachi. 
to some consuming centres. In the absence of detailed statistics it 
is difficult to point out the importance of di1l'erent consuming 
markets, and the precil!e effeet of railway rates on the movement of 
traffic. It is, therefore, proposed to select a few of - the more 
important towns _and the rates charged thereto. The special 
station-to-station rates quoted at O. R., from Karachi to some 
important markets on the N. W. R., tabulated below, give an idea 
in broad outline of the area over which imported sugar enjoys 
special reduced rates. 

Rates fJ6r Maund from Karachi, 1982 

Mile, Blalion .. R& ... p. Mil .. Station. '0 R& .. p-
898 Sahanmpur 1 9 0 907 Delhi 1 8 1 
848 Ambal&City 9 920 Ghazi.bad 1 8 S 
8U Sirhind 9 9 949 :Meerut City 8 6 
806 Ludhiana S 934 :Mumff ..... gar 611 
816 P.tial& 7 798 N.bba 8 6 

The markets depieted in the foregoing table are scattered over 
a wide range of the hinterland, and consume white sugar in varying 
quantities. - In Baluchistan and the N orth Western Frontier 
Provinces there are no sugar factories. and yet the nature of 
competition inter se of imported and indigenous SUgar in these 
localities is essentially different. In Baluchistan imported sugar is 
largely consumed, because the indigenous sugar does not enter there, 
due, inter alia, to longer distance and consequent heavy tranaport 
costs. In certain parts of the N. W. F. Province, sugar from 
the Punjab and the western parts of the U. P. comes in competition 
with the imported sugar, but the position of the latter is fairly secure 
even in these markets. This is partly due to lower rates quoted 
by the N. W. R. for'distances over 750 miles, as we shall presently 
point out. . In the Punjab proper, however, the competition of 
Indian factory sugar is of some moment. But it should be noted 
that the production of factory sugar in the province proper is not 
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sufficiently large. although there are seven sugar factories." The 
result is that white sugar from the U. P. is imported in addition 
to foreign sugar. Further. in the East Punjab and the- western 
parts of the U.P. imported foreign sugar from Karachi port meets 
more severe competition. not merely with the Indian factory 
sugar. but also with SUgar imported from Calcutta port. This fact 
is evident from the special station-to-station rates quoted from 
Karachi to some more important markets like Saharanpur. Meerut. 
Ghaziabad. Delhi etc .• referred to in the preceding table. But in 
these markets Indian factory sugar has a distinct transport 
advantage. 

A critical analysis of the rates in the foregoing table may now 
be attempted. One striking feature of the rates is that they are 
lower than the 1st class rates available for traffic booked from 
Karachi to markets located at a distance longer than 750 miles. as 
can be seen from the following statement :-

Slation 10 
,delual 161 0Itu. Sl4lion 10 

AC/ual 111 CI"" 
l/aU Rat. l/aU Rat. 

Ra. So P. Ra. So P. Ra. So P. Ra. ... p. 
Saharanpur 1901106 Delhi 1 ~ 1 1 9 8 
AmbalaCity 1 8 9 III 2 Gbaziabad 1 8 2 1 911 
8irhiDd 1 9 9 1 11 3 Meerut City 1 8 6 1 10 7 
Ludhiana 1 9 3 1 10 0 Muzafiarnagar 1 611 III 7 
P.tiala 1 8 7 1 10 3 N.bba 1 8 6 1 9 9 

The concession available is substantial. more so when it is 
recalled that for traffic over distance lower than 750 miles. second 
class rate is charged. Local sugar factories have therefore to pay 
second class rates. Besides. these rates are not determined purely 
by distance. for whereas to Am bala City. for a distance of 843 
miles, Rs. 1-8-9 per mauud are charged. the rate to Sirhind. for 
844 miles. is Re. 1-9-9. though the difference is only of one mile. 
The differential clause is however observed. But when we note the 
rate to Khanna which is Rs. 1-10-2 per maund for 833 miles, we 
find that the differential clause is not observed; for the shorter 
distance the higher rate is charged. 

Further. the rates quoted to Delhi. Ghaziahad. Meerut City 
and Mnzaffarnagar are decidedly lower than those to other stations. 
This is obviously due to competition from Calcutta port. Another 

1. Vide, Letter of the Government of Punjab to the Tarilr Board. 
Evidenoe Vol. I .• p. 378. 
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Striking. featu1'& is< -thali, reduced sl;ation-to-station rate&· ar&. -not 
~vailable to. some ·of the most; important; centrelllike Pesb&.wv 
Pity, Lahore, Jullunder City and Amrlti!ar. 

Reduced 'alation-to.lllation rates are quoted from Karaebi to, 
,mportant sOations on the R. K. Railway, as will be seen from the, 
~ollowing table:--

RateB per Maund from Karachi (in 1982) 

8ttJt;"7I to Ra. a. p. Stat;",. to Ra. a. p. 
llareilly City 1 7 10 HsJd waDi 1 9 0 
llhojeepura 1 7 1 I Hargaon 7 0 
Csrewganj 1 7 9 Lakhimpur nen 7 2 
Chanw Chawki .1 9 \I Pilibhit 1 - 8 3 

L'hese rates are also due to porh competition, but the relieving. 
Eeature in this case is that similar rates are also available for traffic 
moving from these stations to Karachi. 

OURRENT RATES OOMPARED WITH THOSE 011' 1917 

The general level of rates may next be examined. We give 
.3101V a c~;npn .. tive sOatement showing the rates in 1917, /lIld the 
lurrent ones, from Karachi to some more important.consuming 
narkelil" :-

Mil .. Slalio,,10 Rat .. iR1917. Rat .. iR1931. 
lIB ... P- I\&. .p. 

786 Amritoar 1 o 8 1 9 .. 
92\l Hulton 012 S 1 , 8 
933 Hazaifarn&ga!' 015 8 liS It, 
80!! JullUDder City' I 1 1 1. 9·ll!. 
299 SuJdr;."". 066 011 ,0, 
755 16bore 1 1 lQ 1 8 3 
897 Saharanpu!' 015 .. 1 9 0 
843 AmbaJaCity 1 o , 1 7 8 

There are some apparent auom!Uies in the foregoing rates. It will 
be seen that lower rates are quoted to Muzaffarnagar, Saharanpur 
and Ambala City than the rate charged to Amritsar, even though 
the disOauce is longer in the former cases. These disparities 
prevailed even before the w~ and are being continued to thiS day. 
But, as has been already noted, lower rates in question Mil quoted 
to meet the port competition. _ A still more striking fact to note is 

1. Rates for 1917 ar. takeu from Hr. S.l'- Ghose' ... HouolIRpli va 
Indian Railw8Y Rates," po '17. 

B. 81 
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the increase in rates since the war. This increase is welcome so 
far as the imported traffic is concerned. But a similar increase on 
internal traffic is detrimental to the interests of the indigenous 
industry. lJ'he white sugar industry needs encouragement at the 
hlmds of the railway~ 

Since the recent expansion of the Indian sugar industry, the 
policy of the N. W. R. towards the local industry has also changed. 
Reduced station-to-station rates quoted on sugar from Karachi to 
stations on the R. K. Railway have been discontinued since 1934. 
This is a desirable change in the interests of the local factories, 
particularly those situated in the U. P. Further, station-to-station 
rates are quoted in co-operation with the E. I. R. from internal 
producing centres to Karachi, as will be seen from the following 
table :-

Rate8pw Maund to Karachi (1084-86) 

8taIion I""" Bate 81w.ro 
N.W. B.I. 

Re. a. p. Re. a. p. Rs.a. p. 
EUDr 1 4 0 012 0 0 8 '0 
Naini 1 4 0 014 0 0 6 0 
Sitapur City and 4 0 014 0 0 6 0 

Thomaonganj 
I!oa& 1 3 II 014 0 0 II 2 
Shahiahanpur 1 II 6 o 14 0 0 4 6 
Eareilly 1 0 8 014 0 0 II 8 

These are only a few of the stations from which reduced rates 
are available. Station-to-station rates are also available from 
other impOrf.ant sugar factories. In the following table we give 
rates from some of the more important centres. 

Rates pM' Maund to Karachi (1084-88) 

81atiort /rMA lIaU 81atiort INIffI lIaU 
Rs. •• p. Rs. a. po 

eaW1lpore o 15 3 Majho"lia 1 6 10 
l!asti ... 1 3 3 Marhowrah 6 II 
llhatDi 3 6 Narkatiaganj I 6 !! 
Chakia 6 8 Pachrukhi 1 6 II 
Gauibazar 4 8 Padl'll1lJJA II 8 
Ghllgllli II '0 Samul.ipur 8 8 
Lobat Sidiug 810 Sardamagar 4 4 
Mairwa II 8 Sis ... :Bazar II 3 



SUGAR 

These reduced rates have substantially helped the monment 
of local sugar to Karachi and augur well for the future of the 
industry. With the rapid expansion of the factory production. the 
time is not far off when the local sugar mannfacturers will have 
to find markets for their surplus produce outside India, and it is 
then that the significance of rEiduced rates to port towns will be 
increasingly realised.. 

The N. W. R. aleo quotes station-to-station rates from internal 
centres to important towns like Hyderabad. Sukkur. Larkana. 
Shikarpur. Quetta, Chaman. Dadu. Nawabshsh. Amritsar. @to. 

l/' SUMMARY AND CONCLUSIONS 

(1) The transport of white sugar. both imported and indi­
genous. has been snrveyed with special reference to the three 
most important porta of India. typical of the whole country. and 
even though Madras and Rangoon have been left ont, the con­
ditions already detailed give us a fairly good idea ot the mtes 
policy with which we are primarily concerned for the present. 
The b:ansport facilities available to Indian white sugar factories. 
especially those in Bihar and the U. P. in marketing their white 
sugar. have been examined in detail and the natnre and extent of 
competition with imported sugar reviewed. particularly as it 
existed during and before the year 1932-33. The co-relation 
between the rates charged and the traffic carried has enabled us 
to attempt some broad demarcation of the area. within which 
Indian factories enjoy transport protection. apart from the fiscal 
protection against the importers. It has been pointed out with 
the aid of statistics that Indian factories can compete with advan. 
tage in Bihar. the U. P .• and the Eastern Pnnjab. thanks to their 
location. distant from the porta. This transport protection arising 
from advantageons location could not be fully exploited by the 
factories in the past, due to their inadequate output. with the result 
that their hold on the markets in the protected &l'eas was at best 
only seasonal. In other parts of the country. imported sugar. till 
1932-33 held complete way. and more so in the port towns which 
are by far the: most important consumers of white sugar in this 
country. With the recent expansion in the number and output of 
sngar factories, imports have dwindled due to the heavy protective 
briff. and the hold of the Indian factories over the internal market 
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Iwr considerably ,increased; but lin the port towns and markets in 
the 'vicinity imports continue to compete even now. 

(2) The Teview- of mtes policy has brought to relief several 
striking features. One fact which stands out and may be subjected 
to strong comment is the policy of the E. I. R., in quoting lower 
mtes on traffic shipped from Howmh to up-country over distances 
of more than 600 miles, on actual weight. In addition, special 
station-to-station rates are quoted to some markets both on actuRI 
weight and wagon loads. Thiij, as has been pointed out, is common 
with the B. B. and C. I. and N. W. Railways as well, and therefore 
this defect in rates policy is not peculiar to this line. But the 
E. I. R. is more to blame because the traffic moving from Howrah 
to up-country centres is already very heavy, and complaints for 
shortage of ·wagon supplies are common. Besides, the imported 
traffic in Bugar does not need any such protection, and would 
eontinue to flow in even after the concession in rates is withdrawn. 
This means a needless loss in railway revenues. Fortunately, 
however, the E. 1_ R. has since about 1934 withdrawn the reduced 
station-to-station rates on actual weight hitherto available, for 
traffio moving from Howmh. But station-to-station rates on wagon 
loads are still available. These must also be discontinned. 

(3) An inportant fact to note is the lack of a central marketing 
organisation for sngar manufactured in factories which entails 
considerable waste in transport costs, resulting from the overlapping 
of the marketing area. This is, indeed, a very serious drawback in 
the organisation of the Indian sugar industry and no reduction in 
railway rates, however well-meant and far-reaching, would be able 
to improve· the condition of the industry, until marketing 
arrangements are improved. 



CHAPl'ER VII 

WHRAT Al!lD WBRA.T-J'LOUR 

WHEAT PBODUCTION IN INDIA 

The wheat growing area in India embraces the whole of 
Northern India down to the Gangetic delta and the greater part of 
the Central plateau near the Ghats. The crop is not cultivated at all 
in the Bombay Konkan, or in the Central districts on both sides of 
the Bay of Bengal, while in Assam and in Burma wheat is of very 
little importance. The wheat crop is however well-distributed; 
the North-Wesfi is a great wheat-growing tract; nearly 70, per 
cent. of the total crop of the country is h:!-rvested in the PuJJjab 
and the United Provinces. During the last decade the acreage 
under wheal; in the more important wheat areas of the country 
.has. been fairly constant, and the increase, if any, has been very 
alight. In the Punjab, ilie area under wheat is about 11 million 
acres. In the U .. P. the area is about 7 million acres, and in 
the C.P. and Berar, a little over 3 million acres. . The total increase 
in the acreage has been about 2 million acres during the last decade, 
from 30 million acres in 1920 to 32 million acres in 1931. 
This increase fades into insignificance when compared ~th .the 
increase in Canada from 18 million acrea to 26 million acres, in 
Argentina from 13 million acres to 17 million acres, and in 
Australia from 9 million acres to U million acres, during the B8lIle 
period. Another important feature to note about the acreage. under 
wheat ill that the Punjab, the U.P. and the C.P. and Berar are the 
moat important wheat producing areaII in the country. This is of 
special interest for the atudy of tranaport, becauae it shows t.bat if 
wheat produced in these three provinces and ita distribution is 
studieli, it would give a fair idea of the general distribution of 
whI!U in the country. 

_ The, production of wheal; in the more important wheat, pr0-

ducing countries of the world has been multiplying fast, so.t.balthe 
world to-day is Buffering from over-production of wheat relative to 
the demand; there has been both an absolute and relative Juimease 
in the output. Therefore, it is natural to enquire of the part played 
by India in this situation, becauae the annual Indian crop is larger 
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than that of either Canada, Argentina, or Australia. Production in 
India, except in the year 1921 and 1928, when the harvests were 
poor, has fluctuated during this decade within ten per cent., as can 
be seen from the figures of wheat production. 

RELATIVE SIGNIFICANCE OF EXPORTS 

In India, therefore, the increase in wheat production has been 
almost insignificant. The contrast between India and other wheat 
producing countries becomes still more vivid, when it is recollected 
that the total production has increased in the United States from 
833 million bushels in 1920, to 892 million bushels in 1931, in 
Canada from 263 million bushels to 298 million bushels, in Argen­
tina from 156 million bushels to 218 million bushels, and in 
Australia from 146 million bushels to 170 million bushels. 
Besides, in India, apart from the variations in area and yield, 
most of the wheat grown is consumed within the country and only 
a very small part is available for export. Further, the exports 
of Indian wheat during this decade have dwindled, due to 
great demand within the country. The contribution of India, 
therefore, in the acute world wide depression in wheat prices has 
been, if any, very humble because she has not appeared in the 
world market with hnge stocks for sale. 

WORLD SUPPLY REGULATES THE PRICE OF Il!IDUN WHEAT 

The price of Indian wheat is determined not by the quantity 
produced in the country but by the world-production. In this 
connection it is instructive to note the remark of Mr. Dutta in his 
Enquiry on the Rise of Prices in India. He says, .. apart from 
internal conditions affecting the supply, the exports are subject to 
violent fluctuations arising out of the variations in the supply 
in other countries. In one year the demand will be very large, 
and, even if the Indian harvest is abundant, prices will rise; 
in the following year, the foreign demand may be largely 
rednced owing to abundant supplies from Russia, and United 
States, and other exporting countries, and, even if the harvest in 
India is deficient, prices might fall. The European demand, 
therefore, exerctses a very important influence on the price of 
Indian wheat.... These remarks made by Mr. Dutts in 1915 are as 

1_ Vide Report. 
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tru.e to-day as they were then. The tendency has gathered 
increased force with the rapid development of efficient and 
economic transport facilities, the machanisation in agriculture and 
the consequent lower costs of production. The continuoua economy 
in the meaua of production, which is the marked characteristic of the 
modern mass production, has considerably widened the marketing 
area of the more important exporting countries, and therefore, it is 
not surprising, if with the help of well.organiaed marketing 
agencies they are able to capture even the most distant market&. It 
has become a common sight-and significant enough-to note 
Anstralian wheat being sold at Bombay, even though in India the 
total acreage under wheat as well as its output is higher than 
that of Anstralia. . To-day, therefore, we may go a step further and 
say that the foreign demand for, as well as supply of wheat 
exercise a very important influence on the prices of Indian wheat. 
This influence is exerted not merely on the export traffio, and thus 
through the export traffio only indirectly on the internal traftio. 
but the poasibility and even the actual imports of foreign wheat 
also regulate directly the course of wheat prices in this country. 
The competition of the imported traffic within the country, however, 
is limited by the railway freight from the port towns to the up.. 
country markets, and this forms a very strong barrier in normal 
times, aga.inst the dumping of foreign surplus wheat. 

The foregoing discussion leads us to the concluaion that 
internal trade in wheat is more important to India. We therefore 
proceed to examine the problem of transport of wheat and 
the freight charged thereon. The marketing of wheat, as of other 
cereals, in India, has its own peculiarities. They are due to the 
nature of the wheat crop and the economic conditions of the 
cultivators. 

MARKETING PECULIARITIES STATED 

Let ua examine these peculiarities seriatim. The Indian 
wheat crop is harvested by the end of April and is immediately 
bronght to the market for sale. The time element between 
harvesting and marketing is a very important facter in determin. 
ing prices. But before dwelling on this point it is better to take 
stock of the whole process. The small cultivators immediately 
bring their crop to market for sale, leaving a small portion with 
them for consumption. In some cases~they sell their produce just 



248 RAILWAY RATES AND <FARES 

on the field, after harvesting, to the village grain merchant or the 
money-lender. The cultivators who are a little better off, market 
as a rule only a small portion of their produce, aud that too because 
of the land revenue demand and water aud other taus. In short, 
th& larger share of the wheat produced is on the market, 
immediately after harvest. This fact is of great sigtilficance. The 
time when wheat produced in other important wheat producing 
countries is put on the world market, bappens to differ from the 
Indian season, and the harvesting season in India synchronises 
with the shortage· of wheat stock on the world market. This 
stimulates exports from India, because due to the shortage of wheat 
supplies· during this season, importers willingly pay a slightly 
higher price. .. The period when there is least whest available in' 
Europe -is during the months of June, July and August· and 
therefore the prices then rule high, so that the importer instrue18 
his agents in India who are the exporters, to buy certain quantities 
of wheat at certain prices. and it is this state of affairs that .makes 
the exporter in India so anxiOUII to obtain his wheat in time to ship 
it during the months of May, June and July; in fact he obtains a 
somewhat higher price for the May shipment than he does fOr the 
June shipment, and again the June price is slightly higher than 
July; after that prices become more even. It was stated to the 
Committee that as the exporter can afford to pay for the above 
three months' shipment, he can in turn afford and does pay a 
higher price to the owner up-country in India for deliveries in 
these months ".1 It is very doubtful as to whether the actual 
producers of wheat get any share in these higher prices, except til» 
under economic pressure they are reluctantly made to part with 
their produce. 

Economic conditions of the primary producers of wheat are 
such that they have scarcely any waiting capacity, and therefore 
they hsve no opportunity for demanding a higher price for their 
produce. Far from sharing in the higher prices, alluded to in the 
preceding paragraph, the eulti vators are forced to put their produce 
on' the market at a time when the market is glutted and 
therefore low prices prevail This is especially true of whest crop 
which is, being a money crop, eultivated primarily for defraying 

1. Fl'OID the .nract quoted by Mr. S. C. Gb_. .. HOD_ph 011 

Rail ""y Bates," pp. 298-99. 
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taxes and other expenses. Between May and July prices of grains 
in the local marketa are generally low, and the chances of the 
culthators taking advantage of the higher prices offered by the 
exporters are ipso facto nil 

BAILWAY TBAPPIC ANALYSED 

This brings us to the examination of wheat traffic carried 
by different railways. In the absence of detailed statistics of river 
and rail-borne traffic, we have to make most of the statistics of 
aggregate wheat traffic carried by the railways. The following are 
the more important railways which carry wheat traffic' :-

N. W.Railway 
B. I. Railway 
a a & 0. I. Bailway 
G. I. P. Railway 
aN. Bailway 

1,246 
386 
sm 
217 

80 

Grandto~ 

Earning. 
(lakhs of Ro.) 

134.'0 
43'0 
32'2 
25'1 

9-6 

26Q.O'"" 

About 50 per cent. of the total wheat traffic is thus carried by 
the N. W. Railway alone, because it serves the most important 
wheat growing areas of the Punjab, and also carries the traffic from 
some important tracts in the United Provinces. It also shares its 
wheat traffic with the E. I., the G. I. P., and the B. B. and C. I. 
Railways. The greater portion of this traffic flows towards the 
ports, partly for export and partly for local consumption. Flour 
mills at these ports also consume an appreciable share of wheat 
imported from up-country centres, part of which is exported in the 
form of flour to foreign countries and part to upcountry markets. 

The location of flour mills at the port towns or in their 
vicinity, the transport of wheat from the up-country producing 
centres to the ports, and the re-transport of wheat from these centres 
to upcountry markets sounds paradoxical. But this paradox is 
easily explained. Prices of Indian wheat being determined by the 
world market, irrespective of the nature of the season within the 
country, the port towns have become v~ important centres of 
wheat trade. The prices ruling in the intemal wheat 'Mundies' are 
closely linked with the quotations of the port towns, and they in 
turn are affected by the conditions of world trade. It would 

1. Compiled from the Raport of Railway Board: 1930-31; Vol. II. p. 164. 

l!..SlI 
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indeed be difficult to point out the extent to which the internal 
prices are influenced by the quotations in the port towns. but it 
can be safely said that internal prices. port quotations. and the 
prices l"llling in the world market are closely linked together. the 
difference being only of the transport costs. Therefore. the prices 
ruling in the internal markets during the harvesting season. are 
generally lower than those either at the port or in the world market.' 
The advantage of these lower prices can be better availed of by the 
flonr mills centred near the wheat growing tracts like Amritsar. 
Ambala, Delhi. Cawnpore. etc.; and they have in respect of the 
supplies of their raw materials a relative advantage over the mills at 
the ports. 

But with this must be reckoned several other factors no less 
important. Port towns being more important collecting centres. a 
better and regular supply of wheat is assured to the local mills at 
even prices throughout the year. An adequate and a regular supply 
of the raw materials. at steady prices. is a great asset to the industry. 
and this is better assured to the mills at the ports than to those 
at the upcountry centres. The prices at the internal centr9!l are 
undoubtedly lower from May to August. when the fresh supplies of 
wheat are available. but thereafter. the prices take an upward trend. 
This necessitates the storing of the wheat supplies by the mills, 
adequate enough for the season. or else they have to resort to 
hedging. the latter beiug more convenient in the port towns. 

To these must.be added better railway facilities to the ports. 
Although the total freight to the porte is generally higher than that 
enjoyed by the internal mills. this advantage is partly neutralised. 
as we shall see at a later stage. Besides. the marketing facilities 
are also different in the two cases. Mills at the porte have a. 
considerable advantage in marketing. Firstly. the greater part of 
the total output of the mills is consumed in the town itself and its 
suburbs; secondly. flour can be easily exported to foreign countries 
from the porte; and thirdly. due to economies resulting from a 
large torn-over and higher prices realised in the local market. the 
snrplua can with the help of relatively cheap railway rates from 
the porte. be profitably despatched to the internal centres of 
consumption. 

1. Sir James WilBon baa mad. very iDterestiDg calculations on thia point, 
iD his Memor.nd1Ull referred to by S. C. Gh .... "Monograph." pp. 304-0~. 
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'the port towns consUtute great 'Mundies' of wheat trade, 
both for export and internal consumption_ The N. W. Railway 
serves primarily the Karachi port, although some wheat supplies 
originating on ilB line are also despatched to Calcutta and Bombay. 
Mr. Ghose found that of the total traffic on the N. W. Railway, of 
about 351 lakhs of mannds, in 1911, abont 306 lakhs of msunds 
was booked to Karachi alone. 1 ThiB shows the predominance of 
Karachi in attracting supplies of wheat from the internal centres. 
Similar _ statistics for the current year are not available, bnt the 
aforesaid estimate can be safely taken to be true of the general 
trend of traffio even at present. 

RAILWAY CLASSIFICATION 

Wheat in the Indian Railways, General Classification of Goods, 
is classed as grains and pulses, which inclndes Bairee; Barley, 
Beans-parched, Black gram, Dhal, Gram, Jowari, Maize, Moong, 
Muesoor, Mutt, Oats. Rice, Toor, Wheat. etc., at first class railway 
risk. In actual practice. however, railways quote special schedule 
rates. The N. W. Railway quotes C/B schedule for distances 
less than 233 miles, the basis of charge being O· 333 pie per 
msund per mile. On distance of 233 miles C/K telescopic 
schednle rate is charged. This basis of charge is as follows :-

1 to 150 mil .. 
PI". 151 to 250 mil .. 

It 251 to 400 n 

" above 400 mil .. 

Pit "er ....... 1Id 
".~ mil. 

'380 

The E. L Railway, similarly, charges over distances less than 
101 miles at C/B schedule rate, the basis of charge being 0·333 
pieper msund per mile; and for distances above 101 miles at 
CIM telescopio schedule rate with the following basis :-

1 to 150 mil .. 
P1U8 161 to itO .. 

p 261 to 500 .. 
II 601to700 It 

.. above 700 mileo 

1. Vide, "Monograph on Rai1W&)' Rat ..... p. 310. 

Pit".r ""'"114 ".. "'il. 
0'880 
0'833 
0'200 
0'130 
0'100 
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The B. B. & C. I. Railway charges the schedule rates similar 
to those on the G. I. P. Railway. These schedule rates constitute 
the basis of actual rates charged on the traffic. Therefore a 
detailed analysis is essential for appraising the effect of railway 
rates on the movement of traffic from the producing centres to 
consuming markets. 

RATES ON THE N. W. R. CURRENT BATES 

The more important wheat despatching stations on the N. W. 
R. and the rates per maund charged from them to Karachi during 
the year 1932 are given below:-
MaNg. Slalion 1laU Milu.g< 8tGWm Bale 

"Po "Po 
949 Meerut City 11 1 616 MaltenCity 10 1 
984 Muzoffara .... gar 11 4 686 LyaUpur 11 8 
898 Sabaraupur 11 1 299 Sllllir 110 
848 Ambal. 12 1 111 SanglaHiIl 1111 
806 Ludhiana 13 9 121 Sargodha 11 0 
802 JuU1l1lduCity 12 9 653 Ooln II , 
188 Amriblar 12 1 721 F.....,pur II 4 
156 r.hore 12 , 

This being a long distance traffic the rates per mile are lower 
than those charged on the internal traffic. Here an interesting 
question arises as to whether these rates help the flow of traffic 
to ports, and thereby enable Indian wheat to regain the foreign 
markets it has lost. Before the war, India was the most 
important supplier to Great Britain1 , more than 60 per cent. of 
the annual exports were consigned to U. K. While the pre.war 
average of exports to U. K. was 985, it fell to 76 in 1928-29." 
This loss in trade is due to the competition from other important 
wheat growing countries, like the United Stales, Canada, Argen. 
tine, Australis and Russia. These important wheal; growing 
C;9.untries have increased their area nnder wheat crop; their yield 
per acre is larger and they have lowered their cost of produc­
tion by mechanisation of agricolture" and improVed marketing 
arrangements.· Marketing Pools of Wheal; Growers, which have 

1. Vide, Dutta'. Report OD tb ... Rise of Prieeo iD India," aDd Prof. C. N. 
V &kil' ... Trade aDd lDdustry iD Jlodem lDdia." 

S. Prof. Vakil' ... Tnde ad lDdustl'J' iD Jlodem lDdia." 
3.. Vide l!epnrt of the Imperial ~ CommU&ee, Paru, 89-115. 
4. Supra, Pa ..... 131·148. 
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been formed in the important. wheat growing countries, are In a 
stronger position in negotiating with the carriers and purohasers 
alike. To these measures should be added the state help which 
these institutions get. In their zeal to improve the teohnique of 
production and the yield, cultivation was pushed on, unmin8ful 
of the demand, and the result was that demand could not keep 
pace with this growth in production, and therefore, the wbrld 
wheat market began to suffer from over-production. In India, 
however, improvements in the technique of produotion have been 
very slow and therefore it is no wonder that she was unable to keep 
her hold over the British market. To this relatively higher cost 
of production in India should be added the increased demand for 
interaJ. consumption, although it has till recently been a very 
minor cause. India's position, therefore, as an exporter of wheat 
has weakened considerably. 

In view of the conditions in the world market, Indian wheat 
will find it increasingly difficult in future to face the competition 
in foreign markets. This is so because whereas in the foreign 
countries the cost of production has already fallen considerably 
and is still falling further, in India the situation is not very 
favourable to any such change. It is beyond the scope of the 
present thesis to dwell upon other factors a1l'ecting the cost of 
production. In the years immediately after the Grest War rates 
were raised, and these are being .continued in spite of the steep 
fall in prices. It need not be mentioned that the increase of 
railway transport charge is a very important item in the selling 
prices of a commodity like Wheat, and more eo when the length of 
haul ranges from 500 to 800 miles, as will be seen from the 
rates referred to in the preceding paragraph. It is needlese to 
emphasise that railway rates on wheat deserve serious consider­
ation at the hands of the railway authorities, because they un­
doubtedly restrict the Bow of traffic. It may be contended OI! 

behalf of the railways, that when the cost of production of wheat 
in India has not been able to keep paoe with that of the foreign 
producers, even if the railway rates wenr reduced, Indian wheat 
would not be able to siand foreign competition. This argument 
has considerable truth and calls for further consideration. 

Railway rates should be so framed as to help the growth of 
traffic, and this can be ouly known. by observing the effects of 
rates on the Bow of traffic. It is clear that since wheat prices 
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have fallen, the incidence of railway rates has become heavier. 
Public opinion, however, does not look with disfavour at these 
rates, because they exercise a restrictive influence against the out­
ward flow of wheat traffic. There is a growing sense of public 
opiIfion in favour of conserving India's food supplies for her own 
people, and the railway rates seem to help this process. Without 
entering into the controversy, it can be plausibly argued that these 
high rates restrict the flow of wheat traffic both to the ports and 
the intern,l consuming centres, particularly the latter. Wheat 
being a necessity of life, having an inelastio demand, a higher· 
transport charge becomes a tax upon the community, with hardly 
any substantial diminution in the volume of traffic. In the case 
of traffic of this kind, if the reduced rates, attract a larger traffic, 
with less than proportionate increase in total receipts they should 
be maintained. The capacity. to bear the transport charge is 
strictly limited in the case of such articles. Similarly, the pos­
sibility of increase in the volume of traffic in response to reo· 
ducMon in rates is limited. except in the case of export traffic. 
The task of the traffic manager is therefore extremely delicate 
and difficult. 

The incidence of the current rates on the flow of traffic may 
ha hatter understood by comparing them with the pre-war rates. 
The statement submitted below shows the rates to Karachi in a 
pre-war year. in a war-year and a recent year :-

BaIu"... .... und 
Diotana Sial .... 1911 1911 193' 

.. ,. "Po .. ,. 
MIl MeorutCity 8 1 9 9 11 7 
8M Muaffimlagar 710 10 0 11 , 
898 Sohanmpu:r 7 6 910 11 1 
843 Ambala 8 I 10 3 12 7 
1106 LadhiaDa 9 8 1010 12 9 
802 JulI1UIdor City 10 4 11 3 12 9 
788 Amritar 10 8 11 «I 11 7 
765 Lahore 10 0 II 2 12 • 

" 575 Muit.a City 7 8 9 3 10 7 
68S Ly.llpu:r 9 8 10 /; 11 8 
299 Bukk .. 4 6 /;10 710 
721 Bargodha 9 9 1010 12 0 
71l 8aas1a Hill 9 6 10 8 nn 
653 Oojra S 9 10 I II , 
7S'I 1'_ ... 9 0 10 • II 0 
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The foregoing rates throw good light on the nature of the rates 
policy. Let us analyse the rates in 1912. Whereas the rate from 
Meerut City was annas 8-1 for a distance of 949 miles, from 
Amritsar annas 10-6 were eharged for 788 miles. It appears, ~ow­
ever, that lower rates were quoted from Meerut, Muzafl'lII'll&gIi,r 
and Sabaranpur to meet the eompetition from the E. I. R. to 
Calcutta. But when we push our analysis further, even the 
local rates show a preferential tone. For instance, froJP. Ambala, 
for 843 miles, the rate was annas 8-1, from Ludhiana, for a 
shorter distance of 806 miles the rate was annas 9-8, and from 
J ullunder and Atnritsar for still shorter hauls the rate was higher; 
This was due to the competition of the E. I. R. These lower rates 
on the competitive traffic helped the export of wheat, "but the 
result of this competition was that rates on non-competitive traffic 
had to be raised, and thus, whereas the traffio from some centres 
was given stimulus, that from others received a setback. This was 
not in the interests of the community. Besides, the difference in 
rates was appreciable, and therefore the consequences were more 
mischievous. The rate, for instance, from Saharanpur for 898 miles 
was annas 7-6, and from Atnritsar for 788 miles, the rate was 
annas 10-6, the difference being of as. 3 per maund irrespective of 
the longer length of haul, Saharanpur, therefore, due to its location 
on the junction of the E. I. and N. W. Railways was able to 
procure this preferential treatment in relation to a centre like 
AmritBar, notwithstanding the longer distance over which the 
traffic had to travel, the distance to Karachi and Calcutta being 
898 and 938 miles respectively. Thus, even though Amritsar is 
located nearer to Karachi port it had to pay higher freight charge. 
Here the N. W. R. might argue that if they had not quoted lower 
rates from these competitive points, the traffic would have passed 
on to the E. I. R. This additional traffic carried at lower rates 
helped to lower the rates on the non-competitive points. This 
bringS out the evils of competition. Saharanpur being nearer to 
Karachi than to Calcutta, the N. W. R. had every justification in 
keeping the traffic on its own line and preventing it from going to 
the rival line, and if lower rates were quoted they had enongh 
justification. But from the nature of reduction offered, it becomes 
clear that the competition between the two lines must have been 
intense. Competition in itself is not bad, per contra, it is a motive 
power of an economic society in its dynamic state; but when 
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carried too far, it creates unhealthy eConomic' conditions, by 
diverting' the distribution of trade and industries into artificial 
channels, and checking thereby the growth of a sound and llealthy 
ind~ system. It need hardly be gainsaid that the competition 
was unhealthy, for while it gave an undue stimulus to a part of the 
traffic, the rest received a serious setback. 

The current rates have one mOl!t important relieving feature, in 
as much as the unhealthy competition adverted to in the preceding 
paragraph has been checked. For instance, the diJl'erence in the 
rates charged from Saharanpur and Amritsar has been reduced 
from as. 3 to as. 1-6, But, here again, is broached another question 
of pl'il\.ciple. Since both the N. W. and the E. I. Railways are 
State-owned and State-managed, it is questi!lnable whether the 
C!lmpetition should be permitted to continue. Both these railways 
form part of a single system, and therefore competition between 
them should not be permitted. It should be the task of the 
Railway Board to so regulate the movement of traffic at; these 
competitive poin!8, as to eliminate this unhealthy competition, and 
direct the flow of traffic to the line where the cost of transport is 
relatively lower. This would eliminate the waste of transport 
cos!8, which unregulated competition entails, and thereby afford a 
much needed relief to the non-compe!Iuve traffic. 

Secondly, the current rates are maintained at a comparatively 
higher . level than the pre-war rates, notwithstanding the fall in 
prices. Wheat prices in India have fallen to the pre-war level, but 
the level of rates which was fixed in 1921, the days of phenomenal 
rise of prices, is being kept up to this day undisturbed. In 
consequence, the incidence of railway freight has become heevier, 

TlI1I HIGHER Ili'CIDBNCE OF RATES 011 IliTEBliAL TRAFFIC 

Further, the rates quoted in the preceding table are generally 
for long distance traffic, and therefore relatively lower, because they 
are based on the telescopic schedule. At the seme time the distance 
traversed is on a Bingle system. But the internal traffic, in the 
first place, does not move over such long distances, and secondly, 
even when it moves over long distances, it generally pasees over 
more than one line, and therefo"" the incidence of freight charge 
becomes still heavier, Let ns illustrate the point. Suppose, fur 
instance, wheat from Jullunder. Ludhiana and Ambala is required 
for loca1 consumption at; Cawnpore,.Agra or A llahabad Here the 
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traffic has to paSs o~ more than one line and although the system 
is the same, because all the railways concerned are State-oWned and 
State-nianaged, the telescopic rates levied are calculated not on the 
basis of the total distance travelled, but on that of the individual 
lines separately. The resnIt is that the incidence of rates is raised 
on the internal traffic. 

The evil effects of working the railway lines on an indi­
vidualistic J>asis, and the higher incidence of rates which the 
internal traffic has to bear becomes still more conspicuous, when 
the telescopic basis of rates is taken into consideration. The 
telescopic rates are higher per mile 0;;' a ·shorter length of hanI. 
Thus, for instance, the rate from Sukkur to Karachi, for 29!1, miles, 
is as. 7-10, whereas from· Ambala to Karachi, for 843 miles, the 
rate is as. 12-7. ·The table submitted below shows the nature of 
railway freight charged on local traffic in 1913 and 1932. 

From To 
FAmbalCl P<>Iialm 8ha/adMm 8M"",.".,.. 
1918-19." 191.Y-19:;, 191.'-1931 1913-19.Y' 

.. p. .. p. ... p. ... r· .. p. .. p. .. p. ... p. 
Jara.nwala 6 2 1 6 5 1 7 i 1 7 J 6 7 10 G S 
So.gloHill 6 0 1 i 6 0 7 3 6 2 4 711 9 4 
Oka ... 4 10 7 1 4)0 7 0 2 211 7 6 9 0 
Khe.1IDA 1 2 0 1 J III 8 i 1 9 2 10 

The increase in rates differs with the distance travelled; the 
percentage increase is higher for lower distances. For instance, 
the rate from Jaran~ to Ambala has been raised from as. 5-2 in 
1913, to as. 7-5 in the current year, the increase being of about 43 
per cent. Similarly, from SangIa Hill, Okara and Khanna to AmbaIa, 
the increase effected is about 46, 47 and 71 per cent respectively. 
Thus; from Khanna to Ambala for a lower distance, the increase 
has been about 70 per cent. Rates to other centres have also been 
raised on a silIliiar scale. The average increase seems to be about 
50 per cent. 

The incidence of increase in l'ates indicated in the preceding 
paragraph is about the local traffic. When, however, through rates 
are taken into consideration, the incidence becomes still heavier, 
due to the higher charge per mile for a lower distance, and the 
individualistic rating policy pursued by the railways. 

It should, however, be noted that in response to the genera:! 
pressure of public opinion, the railway authorities introduced 

&38 
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reduced rates on wheat traffic. moving from the internal growing 
centres to Karachi. on the N. W. R .• as an experimental measure. 
during the year 1931-32. TheSe rates were applicable for 8 distance 
of 600 miles and over. From May 15th to JUDe 19th 1931. C/P 
schedule rates were quoted. A further reduction was thereafter 
made. so that from June 20th to September 14th 1931. we find C/R 
schedule rate in operation. The nature of the reductioll can be 
seen from .the undermentioned table. 

Rate8 per Maund per Mile to Karachil 

Stalitm/f'Of1J Ordin<wy&at .. &duced&at .. ReduadRat .. 
CB:CX sohedule CJPsohedule CJR .. hedule 

Lyallpur 011 8 0 B 6 0 610 
Toba Tek Siugh 011 2 0 8 0 064 
Okara 011 0 8 , 0 6 
Montgomery 011 0 8 2 o 6 
Mia Chatmun o 10 10 0 7 9 0 
Kharewal 010 7 0 7 0 6 1 

From the foregoing table it will be seen that the railway 
authorities offered substantial reductions in rates with a view to 
help the movement of wheat to Karachi. but the traffic booked 
during the period concession rates were in force. showed no response 
to the inducement offered. Per contra, the traffic booked was less 
than that for the corresponoiing period of the preceding year and 
the earnings received a serious set back. The volume of traffic fell 
from 2·64 lakhs of tons to 2·61 lakhs of tons. and the earnings 
from Re. 5·18 lakhs to Re. 31·31 lakhs. The concession was 
therefore withdrawn. 

The efforts of the N. W. R. in trying this experiment is indeed 
commendable and one feels that the duration ought to have been 
extended, as there was only 8 slight fall in the volume of traffic. 
Looking to the pecnliar economic conditions when the experiment 
was tried, the results do not seem to be so disappointing. Besides. 
the period during which the experiment was tried was rather 
short. The response of traffic to the stimnlus of reduced rates, 
particnlarly when the demand for the article is inelsetic. takes a 
relatively long time. 

There is a greater need for such an experiment in the direction 
of stimnlating internal traffic. which has to pay rates higher tban 

1. The information W/I8SUppJied by the Agent N. W. HI,. 
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those paid by the port traffic_ This would IlUbsiantially help the 
Bour-milling industry_ 

Out of the total wheat traffic of about 4 lakhs of tons booked 
on the E_ 1_ R. in 1911, about 3·2 lakhs of tons were consigned to 
Howrah and Khidderpore Docks" part for local consumption and 
part for e~ort. The greater portion of wheat received at Howrah 
is consumed locally, while that at the Khiddepore Docks is 
primarily meant for export. It should be noted at this, stage that 
wheat traffic on the E. I. R. comes mainly from the United 
Provinces. A part of the traffic is carried by the B. N. W. R. 
and transhipped to the E. I. R. at Mokameh Ghat. Before the 
E. I. R. and the O. R. R. were amalgamated, the former had to depend 
for a fairly good portion of its wheat traffic on the latter. Thus, 
both the O. R. R; and B. N. W. R. were good feeders to the E. I. R. 
for wheat traffic to Calcutta. Since the purchase of the railway 
lines by the State, the O. R. R. and the E. I. R. have worked as 
one aingle system. This has helped the movement of wheat traffic 
from the United provinces to Howrah considerably. The traffic 
to-day gets telescopic rates on the total distance traversed, viz., from 
Moradabad, Rai Ear~li, Chandausi, etc., to Howrah. This 
emphasises the oft repeated necessity of treating all the lines owned 
and worked by the State, if not the entire railroad of the country, 
as one system, in matters of rate-making for through traffio. 

BATBS ON THB B. I. B. DURING TaB YBAR 1932 
The rates per maund from some more important wheat 

collecting centres on the E. I. R. to Howrah are as follows :-
.IIliletJlg. Blatitm IlaIt Mileage Station 'Rat. 

a.p. a. p. 
283 MokamehJo. 6 10 81H Bulandshah .. 10 10 
332 Patn&City 6 I) 889 Ghazibad 11 0 
411 Buur 7 1 429 Benarel 7 2 
292 Gay. S 0 668 Bai Bareli 8 4 
418 Moghal Serai 7 1 466 i;:C 7: 6 
612 Allahabad 711 660 8 3 
664 ~pore 8 4 878 Hordoi " 8 
638 8 9 806 Chandaam 10 4 
718 Etawah 9 7 818 Moradabad 10 6 
818 Farukhabad \0 6 901 Meerut 11 2 
804 Hathraa 10 4 ~88 Sahoranpur 1·1 6 
802' Aligarh 9 6 

These rates are based on the telescopio schedule already 
referred to. The criticism to which these rates are subject is in 

1. Vide, S. C. Gh08O' ... MonOilraph," P. 316. 
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general similar to that of the N. W. R. adverted to above. The 
difference in details will be noted presently. 

RATES ON E. I. R. AND N. W. R. COMPARED 

On comparing -the rates on the E. I. R. and those on the 
N. W. R., the most striking conclusion which emerges is that the 
level of charge on the latter is relatively higher. To illustrate the 
statement, while the freight from Sangla Hill to Karachi; for 711 
miles, is as. 11.4 on the N. W. R., the rate from Etawah to Howrah 
on the E. I. R., for 718 miles, is as. 9·7, the difference between the 
two being of as. 1·9 per maund in favour of the latter. This is a 
substantial difference, especially when the traffic moves In bulk. 
Again, while from Multan City to Karachi, for 575 miles, the 
N. W. R. charges as. 10·7 per maund, the E. I. R. charges only as. 
8-4 from Khaga to Howrah, for 564 miles, the difference being of 
about as. 2-3 per maund. A similar difference in the incidence of 
freight charged is maintained even for shorter distances. For 
Instance, the rate charged on the N. W. R. from Sukkur to Karachi, 
for 299 miles, Is as. 7.10, while the E. I. R. charges as. 6-0 from 
Gaya to Howrah, for 292 miles. • 

RELATIVE POSITION OF PRE·WAR AND CURRENT BATES. 

It is necessary at this stage to recall the rates charged on the 
E. I. R. during the pre-war year, so as to get a definte Idea of the 
level of rates charged during the period and the Increase effected in 
the meantime. The rates from some more important despatching 
stations are given below. Mention shonld be made that In studying 
the pre-war rates we have divided the rates on the E. I. R. Into two 
sub· divisions : those charged from the despatching stations on the 
E. I. R. proper, and those charged from the despatching stations 
on the O. R. R., because the two lines were worked separately then. 

DMpatching Btatiom on the E. I. R. 
D .. _ BlaIion lIM .. ".,. M_ 

1911 1911 1931 
.. p. .. po .. po 

219 Sahebganj 3 • 8 7 , II 
332 Patna City , 8 '11 8 15 
411 B,..... Ii 3 II 9 7 1 
684 Khaga 15 3 810 8 , 
833 eaWDpore II 8 616 8 9 
818 Farukhabed 610. 810 10. Ii 
8e4 Bath, .. 6 II 8 0 16 • 
823 Aliga'h 611 811 10. • 
8M 

~~l!:1unOtiOD 7 2 II a 10. II 
889 7 II 9 a 11 0 
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I It will be seen that the rates were raised considerably dnring 
i and after the war. There seems to have been an aU round mcreaile 
, of about 50 per oent. One point of minor importance that may be 
noted is that the rates from Cawnpore and Khangs have been -
better adjnsted after the war on the basis of mileage. So also the 
E. I. R. does not charge lower freight from the competitive points 
as is the case with the N. W. R. This is presnmably dne to the 
lower basis on which rates are fixed on the E. I. R. as compared 
with those on the N. W. R. 

BATES ON THB O. B. B. SECTION 

We shall now consider the rates charged froin - the 
despatching stations on the O. R. R. section, where the competition 
of the N. W. and the G. I. P. is felt. The rates quoted are as 
follows:-

Ratea per maund to Cakutta 
DilIa .... SlaIioA 1911 1911 19." 

.. p. .. p • ..po 
612 Baralu.ki 6 1 8 0 8 9 
634 Bebramghat 6 1 8 0 811 
667 Madhoganj • 6 '" 8 3 9 \I 
718 Shahjahanpur 6 8 8 7 9 7 
762 Bar.ilIy 611 8 7 10 0 
835 ChandaUli 7 3 9 3 10 , 
881 Moradahad 7 6 

9 '" 
10 6 

&88 RaiBareU 611 7 10 8 
'" The basis of these rates from the competitive points is similar 

to the rates from the non-competitive points, because the competitive 
lines, both the N. W. and the G. I. P., have a higher basis of charge. 
Therefore. the E. I. R. can easily attract traffic without having to 
resort to the manipulation of rates: 

Rate!! from the above stations to Karachi are submitted 
below:-

1911 1911 1931 
&.,. &.,. .po 

Barabankl 10 1 12 2 -a 11 
Behramgb&' 10 9 12 '" 13 8 
MadhogaDj 10 0 12 7 18./0 
Sb&hjehanp ... 10 0 ia 1 "14 1 
Bareily 10 11 1011 13 8 
Chaudauai 10 D 12 1 13 3 
)4oradahaii 10 9 1111 13 0 
Ral BareiJy 10 0 III 7 13 1 
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It will be noticed that the N. W. R. is at a considerable 

disadvantage in respect of this traffic. This is due to various canses. 
Firstly, the distance from these stations to Karachi port is a serious 
handicap ~ secondly, the traffic has to pass over more than one line; 
and thirdly, the basis of charge on the N. W. R • .is relatively 
higher. It is also uneconomic for the N. W. R. to compete for this 
traffic, and more so because both the lines are now under common 
ownership. From the level of rates charged on the lines, it is clear 
that they are essentially non.competitive. 

Rates charged from some of these stations to Bombay port are 
mentioned below:-

1911 1911 193" 
.. p. ..p. a. po 

Barabanki 9 6 11 1 11 10 
Behramghat 9 7 10 11 11 10 
Madhoganj 9 7 11 6 12 6 
Shahjlihanpur 9 11 11 6 13 II 
Rai Baroli 9 7 11 2 II 8 

These special station·to·station rates quoted on the G. I. P. on 
wagon loads, show the attempts made by the authorities to attract 
traffic to porta. One striking feature of the current rates is that the 
increase when compared with the rates of 1917 has not been 'much. 
But even the current rates are higher as compared with those 
charged on the E. I. R., and therefore, if traffic from these stations 
is attracted to Bombay the reasons can be traced to causes other 
than of purely railway freight, viz., prices quoted at Bombay, sea 
freight from Bombay to foreign ports, etc. 

RATES FROM B. N. W. R. TO BOWRAH 

The E. L R. draws its Howrah traffic from the B. N. W. R. 
stations as already referred to~ The current rates from some 
important collecting centres to Howrah work out as follows :-

Slalion.t B. N. W. B. I. T.tal 
.p. .. p. .. p. 

Azamf""h 
" 0 

8 8 7 8 
Bahraioh 6 7 810 9 6 
Bal1i6 II 1 

" 0 
1 1 

Balnmpur 6 7 " 0 II 7 
Baati " 6 " 1 8 6 
Ohaurl Ohava· Sll " 8 8 11 

f!:~':"B" II 11 " II 6 6 
11 11 5 1 1 a 

GhHipur Oity II 10 " 6 7 II 
Gonda & I 311 9 0 
Gorakhpur 

" 8 " 0 II II 

• At 0. R.: W.J400 I 1. 
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This traffic is routed via Mokameh Ghat. Thus, the movement 
of wheat traffic from the more important collecting centres to 
Howrah on the E. I. R. has been noted. It will be seen that the 
rates charged by the E. I. R. arelower than those of the N. W. R. 
The traffic is-directed mainly to Howrah. This traffic is not for 
export alone but the greater port.ion is consumed locally. There 
are a number of flour mills at Howrah and in the vicinity. There 
are also flour mills in some interusl centres like Cawnpore, Agra, 
Allshabad, Patna, etc. These interusl mills draw their supplies 
primarily from the sorrounding wheat growing areas. Therefore, 
these mills have to pay reJatiyely lower rates on wheat purchased 
in the harvesting season. But the price of local wheat being 
determined by the world market quotations, it is general experience 
that the interusl prices keep up an upward tone, as compared with 
the port quotations, just after the harvesting season is .over. 
This is a great handicap which neutralises the advantage .of location 
in the proximity of the sources of supply of wheat. These and 
other causes have been adverted to, and need not therefore, be 
repeated here. What is meant to convey is that the rates ch~ged 
on wheat supplies to the internal flour mills are equally important. 

The E.I.R. quotes special station-to-station rates, lower than 
the schedule rates, from the distant wheat growing centres to 
important consuming markets. Thus, special rates quoted to- Agra 
from some of the more important wheat growing areas in the 
Punjab via Ghaziabad are as follows : 

SIalio" Bal. Station Bal. 
L P. D. p. 

P.ti&l. 2 10 Lahore, Gurd •• pur 1 
Montgomery } 8 2 Gujranwala 
M.ndi Bahauddin Shikarpur 

3 

Lyallpur S 1 S.ngl. Hill } 
Ambol. City} H.fizahod S 
Hajpura JUllotion 9 11 Gojra 

The foregOing are the reduced rates quoted by the E.I.R. on 
its own line for through traffic from the stations referred to on the 
N. W .R. Special rates are also quoted to Cawnpore, as will be seen 
from the statement submitted below:-

Sealio ... 
Rate8 :per Maund to CawfI:pore 

&He Station. Bal. .. p • a. p. 
Amb&I.c.ntt. 8 8 Khanna 9 7 
Basoi p.th.nan 9 6 Jandiala. 11 , 
Jullundur Cantt. 11 1 i~~biar:v. 10 11 

:~t::d 
10 6 10 2 » 2 
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Similarly, reduced rates are quoted to other more important 
consuming markets on its own line and to stations on the foreign 
railways especially on the Eastern Bengal Railway. 

Before we close this section, it is necessary to note thst 
the E.I.&' has offered reduced station-to-station rates from wheat­
growing tracts in the Punjab to Calcutta, since 1933. 

Rates per Maund to Howrah 
Btali"" from Total Rat. No W. 8. I. 

lIa. a. p. Ro. .. p. Ro. a. p. 
Kamr 10' 0680101 
Lahore 0 , 0 6 10 0 9 6 
Lyallpur 0' 0711 08 
Moutgomery 0 , 0 7 9 0 8 
MultauCity 1 0 0 8 9 0 710 

These are only a few of the more important stations from 
which reduced station-to-station rates are available on wheat traffic 
to Howrah. The traffic from these stations is routed via Sahsnran­
pur. Delhi is another important junction for wheat traffic moving 
from stations on the N.W.R. to Howrah. The number of &t;1tions 
from which reduced rates are avilable and the uniformity of the 
quotation is apt to be misunderstood by the lay public. That 
reduced rates should be offered from the more important wheat 
growing areas to the consuming markets has been accepted. 
The rates quoted should be such as the traffic can bear. In other 
words, the rates should be low enough to help the movement 
of the traffic, and at the same time be remunerative to the carrier. 
Viewed from this criterion, the aforesaid rates quoted by the N .W. 
and E. I. Railways are in keeping with the principles of railroad 
economics. They are suffiCiently low to help the movement of 
traffic, and do not seem to be unremunerative to the railways. 
No doubt distance is an important factor in rate-making and 
should constantly be kept in view by those responsible for making 
the tariffs, but these rates hsve strictly observed the differentisl 
rule. In long distance traffic, particularly in the case of low­
priced articles, the capacity of the article to bear the transport 
charge is more important than the distance. No wonder, therefore, 
thst these rates hsve attracted a greater volume of traffic, which has 
increased from about 39 thousand tons in 1931 to about ]21 
thousand tons in 1933. This phenomenal increase in traffic clearly 
shows that the railways had hitherto failed to gauge the magnitude 
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of this traffic, and the necessity of fostering the same. This is a 
strUdng illnstration of the immense help which progressive and 
sympathetic rates policy can render to Indian trade and indnstries, 
and at the same time add to the railway receipts. As a matter of 
fact entire railway tariffs need revision in the light of the funda­
mental principle of value of service rendered. Further, the 
railway authorities should have well considered schemes, backed by 
definite statistical data, for opening new avenues for traffic. The 
co-operation of the business community in this direction would be 
invaluable. One only despairs of the ultra-conservative policy 
pursued by the Indian railways and their indifference to publio 
opinion. 

RATES ON THl!! G.I.P. RAILWAY 

The basis of rates for grains and pulses on the G. I. P. 
has already been noted, and therefore it is proposed to review· 
the actual rates affecting the movement of traffic from the more 
important centres of production, The rates to Bombay from more 
important wheat producing centres are as follows :-
Distanu Statio.. Ral. Distanu Station 

675 Katni Murwa.. G. p. 

654 
839 
520 
472 
493 
616 
70il 

& Via ••• 12 10 
Baugor 
Cawnpora 
Nagpur 
Warilha 
Hinganghat 
Jubbolpora 
Damoh 

• •.• 12 11 
•.• 10 8 
•.. 8 5 
••. 11 8 
... 11 6 
••• 9 0 
••• 11 9 

683 Gotegaon .•. 11 3 

554 Kareti 
536 God_rv_da 
505 Pipariya* 
417 Harda" 
353 Khandwa*· 
425 Timarni* 
443 Banapura* 
147 Lasalgaon" 

Rate 
a. p. 

••. 11 8 
••• 12 3 
••• 12.9 
••• 11 4 
••• 10 3 
••• 11 5 
... 11 9 
... 5 

From the foregoing table it will be seen that in some cases the 
rates quoted are station-to-station rates, and in others schedule rates. 
This is so becanse from some stations, station-to-station rates, lower 
than the schedule rates are quoted. It will be seen that the station­
to-station rates carry considerable concessions as compared with the 
schednle rates. Thus, for instance, the special rate quoted from 
Cawnpore to.Bombay is as. 10-8, whereas the schedule rate would 
be Re.l~. This quotation carries a concession of about 30 per 
cent. Again the actual rate qnoted from Nagpnr to Bombay is 

" These are schedule .. tee inclusive of ahort distance and terminal 
charges. 
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as. 8-5, whereas the schedule rate would be as. 12-11. Here, too, 
the special rate carries a concession of about 30 per cent. Similarly, 
the other station-to-station rates are also lower than the schedule 
rates: the extent of concession in individual cases varies. From 
some important wheat -despatching stations to Bombay, however, 
station-to-station rates are not quoted and hence the schednle 
rates are applicable as given above. 

PREFERENTIAL RATE~ 

Of the important centres referred to in the preceding table, 
!Iix are denied special reduced station-to-station rates "which are 
enjoyed by the rest. The handicap, thus imposed, can be-adequately 
gauged by a critical review of the actual rates. As has already been 
noted, the traders are concerned more with the relative level of 
rates than with the absolute one, and therefore these rates deserve 
a detailed consideration. That Bombay is a very important market 
for wheat produced in the Central Provinces can hardly be gainsaid. 
Mr. Ghose found that of the total wheat traffic of about 81' 5 Iakhs 
of maunds on the G. I. P., about 58 lakha of maunds were consigned 
to Bombay1, and from the detailed figures about the traffic-of the 
several despatching stations that he worked out, it is evident that 
the stations referred to in the above statem~nt are very important. 
Harda, Timarni and Banapura are some of the most important wheat 
despatching stations in the Central Provinces, on the G. I. P. main­
line. The extent of the disadvantage which the traffic from these 
stations suffer .becomes clear when the rates charged from other 
stations are compared. Thus, while the rate from Nagpur,for 520 
miles, is as. 8-5, from Pipariya for 505 miles, it is as. 12-9, and from 
Harda, for 411 miles as. 11-4. Here, again, it is interesting to note, 
on the authority of the figures of traffic compiled by Mr. Ghose, 
that Harda, Timarni, Banapura, Pipariya, and Lasalgaon are one 
and all, better shippers than Nagpur." Why then this preference 
in favour of Nagpur? 

The preferential treatment is not merely in favour of Nagpur, 
but is shared by all those statiallS which enjoy station-to-station 
rates. ·Further, even amongst the stations which enjoy special 
station-to-station rates, the element of preference appears to have 
crept in. For instance, the rate from Bangor, for 654 miles, is 

1. Vide," Monograph on Railway Ratea," pp. 318-19. 
II. Vide," Monograph on Railway Ra&es," PI' 318-19. 
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as. 12-11, whereas from Cawnpore, for 839 miles, it is only·as. 1~8, 
and from Jubbulpore as. 9-0. Again, the rate from Damoh, for 
702 miles, is as. 11-9, while Gotegaon has to pay as. 11-3 for 
583 miles. Even the Gotegaon rate appears to be preferential when 
compared with the rate charged from Kareli 

Let US then analyse the possible causes of this apparently 
preferential rating. The Cawnpore-Bombay rate seems to have 
been fixed in view of the Cawnpore-Howrah rate which is as. 8-9. 
From N agpur a lower rate is quoted because of the alter­
native roqte on the B. N. R. to Calcutta. These lower rates 
are, thus, due to port competition. This assumption is further 
strengthened when the rates charged from Hinganghat and 
Wardha are taken .into account. The rates charged increase as the 
distance between the Nagpur Junction and the despatching stations 
increases, i. e., the rates change inversely with the probability 
of competition from the B. N. R. Similarly, the rate quoted from 
Jubbulpore has been all'ectedby the competition of the E. I. R. via 
Naini, and the B. N. R. rat-es charged from Saugor and Damoh are 
likewise affected by the competition of the alternative route on 
the B. N. R. and the E. I. R. From the aforesaid review, therefore, 
it follows that the G. I. P. R. has quoted special station-to-station 
rates, lower than the schedule rates, only from the competitive 
points. But this inter-railway competition places serious handicap 
on the traflic from the non-competitive points. 

PRE-WAR RATES COMPARED 

It may be instructive at this stage of our enquiry to recollect 
the rates prevailing before or during the war, with a view t() know 
whether the apparent anomalies dealt with in the preceding para­
graph are of recent growth or the survivals of the old policy. 
The position of rates from more important centres may be summed 
up as follows :-

Rate811er maund to Bombay 

MOktJ]. BIG/i ... RaJ. Millag. Slalion, 11.1. 
1917 1935. 1917 199:! 
a. p. .. p. a. p. a. p. 

839 Cawnpor.. 8 7 10 8 664 KareH 8 9 11 8 
620 Nagpur ~ 0 8 6 417 llarda 9 0 11 4 
616 Jubbulpore 7 0 9 0 605 Pipariya 8 9 12 9 
70t Damoh 9 6 11 9 425 Timami 8 9 11 6 
654 Sangor 9 7 12 11 443 BunaJ>ura 8 9 U e 
683 GOtej<OD 7 e 11 3 
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HIGHER LEVEL OF RATES OJ!! THE G. Y. P. 

The G. I. P., has effected a higher percentage increase in its 
rates than the E. I. R. as can be seen by comparing the rates from 
the more important centres on the respective lines. For instance, 
the G. I. P. has raised its rates from Kareli, Pipariya, Timarni, Bnd 
Banapura by about 3 annas per maund, but the E. I. R. for a similar 
distance from Khaga has raised the rates by annas 1-6 only. The 
increase has been still higher from some stations on the G. I. P. 6. g. 
from Saugor and Gotegaon the increase in rates amounts to as. 3-4 
and as. 3-6 respectively. 

From the review of rates in 1917 and 1932 it is clear that the 
G. I. P. has adjusted its rates from the competitive points accord­
ing to the rate quoted by the alternative route, distance for 
distance. This is so in the case of the Cawnpore-Howrah rate. 
The rate is quoted on the same basis and the difference in the 
total rate is due to the distance traversed. This is so because the 
G. I. P. has laid down a specific mIe, that in local booking between 
any two stations on the G. I. P., the rates obtainable by the 
alternative foreign railway route are applied to the local route, 
provided that the rates do not fall below the minimum. This 
practice prevailed in 1911" aud is being continued to this day, as 
will be seen from the rates referred to in the foregoing statement. 
The present policy in respect of rates from the Central Provinces 
to Bombay is merely a continuation of the policy pursued during 
and before the war, with a few minor changes. 

Of the minor changes introduced after the war, one which may 
be noted is the adjustment of rates from Shahpura to Harda and 
the neighbouring group of stations. In 1917, the rate from Harda 
was higher than that charged from Timarni, Banapura, Pipariya, 
Kareli, etc., although the distance from Harda is shorter. To avoid 
this disparity in rates, it was suggested that instead of the lower 
l'8tes charged from stations situated at distances higher than that 
from Harda, they should be charged a rate equal to that of Hards, 
because the difference of one anna between this rate and the rate 
on the alternative route from JUbbulpore to Howrah via Naini, in 
favour of the latter route, would not materially affect the direction 

1. Vide, Ghose' ... Monograph OD Rail ""1 Rates," p. 321. 
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of traffio.1 These disparities have been removed, as will be seen 
from the foregoing rates. Since 1934, station·to·station rates from 
Kareli, Banapura group of stations have been totally discontinued. 

There was some justification for the competition in rate­
making adverted to above, between the E. I. R. and G. I. P., before 
aud during the war, but there is no justification for the con­
tinuance of the same policy in the current traill's, since both 
the lines have come under common ownership and management. 
This sort of competition resulta in waste and injustice to the ship.­
pers. There seems to be practically no reason why two lines of 
the same system should indulge in wasteful competition. 
For instance, the distance between Jubbulpore and Howrah is 
733 miles, and from Jubbulpore to Bombay it is 616 miles. It 
is clear therefore, that Bombay has an advantage in respect of 
mileage for Jubbulpore traffic. But distance is only one of 
the several factors which determine the rate. Mileage, physical 
features of the area to be traversed, conditions of carriage and 
tho availability of the return load, are the most important faotors 
which determine the rates charged. It is argued in favour of the 
Calcutta traffic that lower operating costa coupled with the better 
return loads, and more favourable physical features of the country 
to be traversed, enable the E. I. R. to carry traffic more economi­
cally to Howrah than the G. I. P. does to Bombay. This is, 
indeed, a very important point, and it is difficult for us, with the 
data at our disposal, to hazard any opinion, because before any 
decision can be arrived at it is necessary to study the detailed 
statistics about the working expenses and the traffic carried. 
Suoh an analysis is more helpfnl in determining precisely the 
absolute level of rates to be charged, which we do not propose 
for the present to enquire into. The study of the relative level 
of rates would be snfficient for the purpose in hand. The E. I. R. 
quoted from Jubbulpore to Howrah, a rate of as. 8-0. 1917, for a 
distance of 733 miles, which was calculated on the same basis as 
the other rates. For example, from Etawah for 720 miles, the 
rate charged was as. 8-0, aud from HathrBS for 806 miles, as. 8-9, 
So also the scale rates on the E. I. R. for 700 and 750 miles 
worked out as annas 8-6, and annBS 8-10 respectively. Therefore, 
the E. I. R. rate from Jubbulpore was not lower than the ordinary 

1. See Gho .. • ... Monollr.ph," p. 320 
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rate, and as such it was not quoted to divert the G. I. P. traffic. 
The rate quoted by the G. I. P. from Jubbnlpore 10 Bombay, per 
contra, was lower than the schedule rate, and is still lower 
relati veIl', aud as such it is competitive, notwithstanding the 
common ownership of both the lines. The policy, therefore, needs 
a corrective; it should he re-shaped in the light of the post-war 
developments. It is a relief 10 note that this defect has recently 
been remedied, and the rate from Jubbnlpore to Eombay bas 
been raised from Rs. 0-9-0 per maund to Rs. 0-10-6. A similar 
change needs to be made in other directions as well. The inter­
railway competition shonld 'be eliminated as far as possible, and 
the watch-word of any scheme of re-organisation should he greater 
efficiency and lower costs per unit. 

Before we close the discussion of rates charged on the G. L P., 
it has to be noted that the general level of current rates OD this 
railway is very high. This is partly dne to the extravagance in 
working expenditure. Of all the lines, the working expenses of 
the G. I. P. have paid no heed to the changes in the economic 
conditions of the country, and have kept up an upward trend, 
notwithstanding the £all in prices. This has adversely affecled 
the trade and industries of the localities served by the G. I. P. and 
the case of wheat trade adverted to above is an instance to the 
point. That these rates call for an immediate reduction, so as to 
give a much needed relief to the wheat trade hardly needs any 
emphasis. The consumers of wheat at Ilombay and the shippers 
up-country both need this relief. 

RATES ON THE B. B. '" Co L RAILWAY 

The current rates on the B. B. <I; C. I. R. are based on a schedule 
similar to that on the G. I. P., as has already been mentioned. 
It is important to note that wheat traffic to Eombay is mainly 
carried by the G. I. P. The greater share of the wheat traffic 
hanled by the B. B. '" C. L is carried to Karachi; this railway 
acts 88 a good feeder to the N. W. R. Besides, it also carries 
traffic for internal consnmption. Therefore, the total wheat 
traffic carried by the B. B. '" C. I. and the earnings derived 
thereform are as important 88 those of the O. L P. In what 
follows, therefore, an attempt will he made to have a brief and 
succinct review of the rates policy pur&ned by this railway in 
respect of ita wheat traffic. 
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PRE-WAR RATES 

Before the war, due in no small measure to the intense and 
often cu~throat competit.ion inter se of the different· rail way 
system in the country, the B. B. & C. I. also quoted competitive 
low rates to Bombay port from distant centres, to have a share in 
the competitive traffic. But as will he ehown presently, the 
reduced rates offered by this railway were only such as compe­
tition warranted, and do not show a medly of disparities as in the 
ease of the G. I. P. This was presumably due to the greater powers 
of regulation in respect of port traffic possessed by the Government 
over the B. B. & C. I. under their contract'. The fact, however, 
remains that the B. B. & I. C. rate schedules show a minimum of 
disparities, as will be evident from the rates prevailing in 1914 
and 1919 submitted below :-

Rates per Maund to Bombay 
DW'an<l ~Stati"" f,om 1914 1919 

a. p. a. p. 
246 Baroda 5 2 
202 Broach 4 3 
308 Ahmedabad 6 2 
406 UnLl.m 6 9 
466 Ujjain 7 2 
773 Muttra Junction R 3 
779 Agra Fort 8 1 8 7 
848 Delhi Sad.. 7 II 8 11 
778 MutLr. C.ntonment 7 3 8 7 
799 HathTa, City 7 4 8 9 
906 Farukh.bad 9 1 9 7 
992 Cawnpor. 8 3 9 7 

'I. Dwelling on the pow •• s Mr. Ghos. remnrks: "In tho cas. of Karachi, a 
epeei.1 provision baa been made in the B. B. & C. I. R., Contract thot th. 
Railway BoaTd may at any tim. require the B. B. &: C. I. R., to quote 
over that rail WBY system such rates in respect of the conveyance of 
p .... ngere and goods to and from both the porta of Bombay and 
Karachi 88 to ~ecure the carriage of trade to and from such porta on 
equal terma, and it ia further provided that the Railway Boord may 
r.quire tb. quotat.ion of a rat. from atations of conSignment to 
deat.ination whether th. route ia entirely over the und.rtaking, or 
whether the route ia only partly over tb. undertaking. The B. B. &: 
C. I. R., have alao in respeet of tramc originating on their metre gauge 
Iy,tem, to quote the .. m. rate to Karachi via the J. B. R. and the 
N. W. R., and to accept mileage division of rat .. and are not allowed (0 

eharge block rates to Karachi, but thie ia the cnly instan .. where such. 
pooition exists." Vid., "Monograph on Indian Railway Rate .... p. 221. 
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As will be seen, the rates given above are not completely free 
from disparities \ but this does not refute the claim of relative 
eveuness. Before, however, the disparities are discussed it is 
necessary to note the more striking features. Special smtion·to. 
station rates, quoted from some centres to Bombay in 1914, 
were discontinued later. In place of these, schedule rates are 
now applicable. This is a very important chauge in the rates 
policy which helps to discourage the export of wheat. But it 
should be noted that the aforesaid stations are not im portant for their 
despatches of wheat and have been referred to primarily to show 
the change in policy. The policy of encouraging the export of raw 
materials by quoting reduced rates, which was the sine qua non of 
railway policy in the pre-war period, has been considerably modified. 
As will be seen from the foregoing table, reduced rates were quoted 
even from the relatively unimportant stations on the export of food 
grains, seemingly under the belief that that the export traffic was 
more profitable, but the experience has taught the truth of the 
matter and the policy has been changed accordingly. 

Another important feature of the rates policy which emerges 
from the foregoing table is the internal competition of the railways, 
which prevailed then and led to marked reductions in rates from 
the competitive points. The port competition had become more 
intense. Thus, it may be noted that while from Cawnpore to 
Bombay, for 992 miles, they charged Rs. 0-&-3 per maund, from 
Ujjain to Bombay, for 466 miles, the freight came to Rs. 0-7-2. 
This was obviously due to competition from the E. I. R. to Calcutta 
pori;. Again, from Delhi, for 848 miles, the freight was only 
Rs. 0-7-2 per maund, because of the competition of both Karachi and 
Calcutta ports. After the publication of the Acworth Committee 
Report, which brought these most glaring drawbacks of the rates 
policy into light, competition was regulated and improvements are 
being made gradually to suit the requirements of the carriers as 
well as the public. 

CURRENT RATES TO INTERNAL CENTRES 

We shall now briefly review the freight charged on the internal 
traffic. In this case, however, pre-war rates are not available and 
therefore we shall deal only with the current rates. Abmedabad, 

1. The rate from Broach for a shorter distance is hisher than that from 
Baroda. 
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Baroda and Ajmer are the three most important wheat milling as 
well as consuming centres on the B. B. & C. I. R., and their wheat 
supply is dmwn from the Punjab and the C. P., although there 
are other areas as well which send wheat in some quantities. 
Besides, these centres· will best illustrate the chamcteristic features 
of the mtes policy as afl'ecting the internal traffic. The table given 
below shows the mtes charged from the more importaut wheat 
producing'districts in the Punjab. 

SlGtitm from .Ah""""""" 2'0 .A.jmt.f' Baroda Mil .. Bal. Mil .. Bal. Mil .. Ral. 

lIB ... P. Ra.a. P- Bs.. p. 
Jullunder Cantt. 7~1 I 2 0 803· I 2 8 438 0 13 8 
Gunlaspur 846 1 310 909 1 4 5 542 0 1411 
Gojra 908 I 5 0 971 1 5 7 604 0 1510 
Ly&llpur 878 I 4 2 941 1 5 9 5H 0 15 6 
Sargodba 921 I 6 3 98l 1 5 10 617 0 15 10 
JaranwaUa 855 I 3 6 918' I 4 1 551 0 15 3 
Ferozpur 731 1 o 4 794 1 011 427 0 12 3 

These rates are on through traffic passing over two railways, 
the N. W. R. and the B.B.&C.I.R. As adverted to above, telescopic 
schedule mtes are quoted on wheat u'liffic on both the N. W. and 
the B. B. & C. I. Railways, but the internal traffic does not get the 
benefit of these telescopic schedule mtes to the full extent, because 
in calculating telescopic mtes the total distance tl'IIversed is not. 
taken into consideration, but calculations are based on the distance 
traversed on each railway separately. In through rating, Indian. 
railways treat themselves as separate entities both for internal and 
external tmffic. But internal tmffic suffers more than the externai, 
because the ports are as a rule linked directly with internal centres, 
and the exporter has the advantage of shipping the tl'IIffic from the 
nearest port. Further, the exporter gets the advantage of port 
competition from the competitive centres. Therefore, in the case 
of export traffic, the disadvantage even where it exists is neutralised, • 
but the internal traffic has to bear it in full. Let us take up 
concrete inetances from the foregoing table. The consignment des­
patched from Jullunder Cantonment to Ahmedabad travels up to 
Hiasar on the N. W. R., a distance of about 164 miles, and there. 
after the B. B. & C. I. carries it to its destination over a distance of 
about 1i71 miles. In calculating the rates. the N. W. R. charges 
Re. (}-4--10 011 the basis of C/B schedule, which is applicable when 
the consignment travels for distances leas than 233 miles. Thus. 

1\.38 
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even though the total distance traversed by the consignment is 
741 miles, it does not get the benefit of telescopic schedule rates on 
the total distance. The same is the case with other centres. The 
de facto incidence of rates on the movement of internal traffic is 
therefore higher than the telescopic rates. 

Rates from the C. P. wheat producing centres work out 
as follows :-

Station/rom 'To 
Baroda God""" Ahmedabad Nadicsd 

Rate Rate Rate Rate 
Amraoti 018 , 014 7 o 16 0 014 8 
AkoJa 011 10 o 13 1 018 6 012 9 
Nagpur 1 0 2 1 1 6 1 1 10 1 1 1 
Khandwa 010 1 0 9 0 o 10 10 010 , 

These rates are similar to those discussed in the preceding 
paragraph, excepting that the traffic originates on the G. I. P. 
instead of the N. W. R. In this case also the through traffic does 
not get the benefit of telescopic rates on the total distance traversed. 
This finishes our study of railway rates on wheat. 

FLOUR MILLING INDUSTRY 

GENERAL OUTLOOK 

In what has been said above, the attention was concentrated 
on the discussion of the production and marketing of wheat, and 
the part played by railway rates iu facilitating its distribution. It 
was noted in the course of the study that an appreciable part of 
the total wheat snpply put on the market is consumed by the 
flour mills, It may be stated that in general these mills are 
distributed throughout the country; but they are better centralised 
at the'port towns, and a few other more important consuming and 
distributing centres. The flour milling industry is an important 
and an indispensable part of the quasi-agricultural industries in all 
advanced countries; especially in wheat growing countries it forms 
an inseparable adjunct of the wheat trade. Doubtless. with the 
rapid advance in the technique of production and the tendency 
towards greater diffusion of the different processes, with a view to 
get better efficiency and lower costs, the prodnction of wheat 
aud its milling have become more specialised, with the consequence 
that certain countries take only to the one or the other. The flour 
milling industry of the United Kingdom aptly illustrates this 
economic tendency. 
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TAlUFF PROTECTION 

But in this connection it should not be overlooked that there 
is an essential difference in the technique of the two processes; 
whlle the production of wheat is concerned primarily with the 
agricnltnral technique, the milling industry is purely an industrial 
process. Due in no small measure to this essential difference in 
the technique, and the modern tendency of preparing the raw 
materials into finished products within the four corners of !f. 
country, as a result of the growing spirit of nationalism and the 
suspicion of the States inter se, there is a move on the part of th.e 
wheat growing countries to foster their milling industry with the 
aid of tariff barriers. The result is that the wheat growing 
. countries wanting to sell their eXportable surplus of wheat to 
other countries, advocate free trade in wheat, but at the same time, 
impose high duties on the imports of flour into their borders. It 
should also be noted that they export only that portion of the total 
outpnt of wheat, which is not utilised within the country and is thus 
an economic surplus. As a resnlt of this change in model'n commer­
cial policy, the tendency towards the increased diffnsion of several 
processes of production is being limited in scope. There have 
been several other factors also operating in the same direction, of 
which the present industrial depression in general and the agricul­
tnral depression in particular are more prominent. N eedless t~ 
ssy that the flour milling industry has acquired increasecl 
importance and concerted attempts are being made to develop it in 
every State. 

INDIAN FLOUR HILLING INDUSTRY 

India, being one of the most import.ant wheat growing 
countries of the world, has not been immune from these formidable 
world economic forces which have been moulding the agricnltural 
and commercial policy of nations, though the·policy of the Govern­
ment of India has not oome up to the expectations of the people. 
While the useful work done by the various Provincial Departments 
of Agriculture and at the Puss Insmute, now shifted to Delhi, aided 
with the vast irrigation schemes, has doubtless rendered very 
useful services to the Indian agricultnre in general and the pro­
duction of wheat iii particular, and have tnrned vast tracts of 
uncnltivable .land or those on which less valuable crops were 
cultivated into fertile wheat fields, less susceptible to famine and 
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draught, the flour .milling industry has been totally neglected. 
In fact it has often been asserted that the production of commercial 
crops, like wheat and cotton, reeei ved early attention of the 
Government, because the industries in the United Kingdom were 
in need of these raw materials. The question of expolis of Indian 
wheat to the United Kingdom Was extensively investigated by 
MI'. Wilson, the first Indian Finance Member, with Special reference 
to transport and the text of the Memorandum submitted by 
him strikingly reveals the intentions of the Government of India. 
Notwithstanding the indifference of the State, the flour mill 
indnstry in India holds a recognised place. The railway rates 
which the more important flour mill centres have to pay on their 
supplies have already been studied, and therefore to make the study 
complete it is proposed to have a brief review of the rates charged 
on" flour from the more important centres to consuming markets. 

RAILWAY RATES ANALYSED 

In the Indian Railways General Classification of Goods, flour, 
which includes attah, gram flour, maida, soojee, etc., is classified as 
second class at railway risk, in contrast to grains and pulses which 
are classed as first class at railway risk. Thns, railways seem to 
have made a considerable difference between grains and flour in 
respect of rates to be charged. In rate-making, differentiation 
between grains and flour is doubtless essential, and helps in a 
more equitable assignment of transport charges according 
to the ability to bear, which ia higher in the case of flour. It 
WOUld, however, be idle to deny that the difference in value between 
the two is not so great as to permit one being charged at first class 
rate when the other is charged at second class.' This however, 
refers only to the genAral classification, and therefore does not 
indicate the incidence of the rates charged in actual practice. In 
order to have a proper appreciation of the railway rates on the 
movement of flour traffic, a review of rates charged from the more 
important distributing centres to the consuming markets is essentiaL 

SCHEDULB RATES 

Schednle rates, lower than the second class rates, are quoted by 
the more important railways. The N. W. R. quotes CIa schedule 

I. Under Lbe present e1llB1ifieation of good. which .ontsiD. teD 01.-, Lbe 
railwaJII perhap9 could Dot do anlthins betttr. 
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:rates on flour at owner's risk, having a uniform basis of ·333 pie per 
maund per mile, irrespective of the length of the journey, a :rate 
similar to that charged on grains for diBtsnce of less than 233 miles 
on the same line. The E. L R. charges elM schedule rate, at 
owner's risk.1 The G. I. P. and the B. B. & e. I. charge e/B/e/J 
schedule rate at owner's risk, referred to above. 

The B. N. R. charges e/H schedule rate at owner's risk, the 
basis of charge being as follows ,-

1 to 300 mil .. 
plus 301 to 100' " 

" Above 700 " 

P""., .. ""ntl 
~.,. fA"" 

0·380 
0·130 
0'100 

'STATION-To-BTATION RATES. 

These schedule rates are applicable on the flour traffio 
en masse. But special station-to.station rates, lower than these 
schedule rates, are quoted from and to certain stations. A 
preliminary survey of these rates is therefore, a necessary prelude 
to the detailed discussion of the schedule rates. The N. W. R. 
contains the undermentioned special rates to Karachi.· 

Bat. 1''' Bate ~.,. 
SIoIioIu . Ma_ SIGI..... ....._ 

"p. .. po 

Agr. Fort 
Vi. Agra East Bonk 
Via Idgah 

} 10 7 

OaWDpore IS , 
Via OaWDpore IS ,. 

Delhi l6hori Gate 
Via Delhi Sorai Rohilla 
nathr .. Oity 

} 11 1 

10 8 

The most striking feature of the above rates is that they are 
quoted from the competitive points. No doubt the towns referred 
to are important centres of flour milling industry, and as such 
the reduced rates. facilitate the movement of traffio to the ports, 

·Plul • tranahipment charge of two pi .. per maund, when traffic is booked 
from·G. L P. n. atalloD8 and vi .. 

1. For the haaia of 0001'(10 refer to the ratea on' wheat adverted to above. 
On wagon load., however, .tilllower ratea are cba-rged. C/B seb.dule 
rata is quoted, at O. R. for distaD ... I ... than 233 mil ... and for longer 
distances OJ K Ichedule, at O. R-

t. Th ... ratea are applicable on wagon load.: 0/3oo.!!. G_ 0/2eO If G O.R. . . • ., 
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but the clear absence of other important centres, like Amrilsar, 
Ambala, Ferozepur, Lahore, Lyallpur, MuHan, etc., is disappoint­
ing and brings to relief the characteristic feature of the working 
of Indian railway policy, which has been frequently noted during 
the course of this study. ;rhe railways would argue tbat reduced 
rates are quoted because of the alternative route available to tbis 
traffic due to port competition. It is needless to reiterate that 
port competition imposes a great deal of hardship upon the 
industries located at the non-competitive points, and facilitates at 
the same time, the export and import traffic, not nnoften to the 
detriment of the internal trade. It is not our intention to protest 
against the foregoing reduced rates, because they are in fact 
essential for the development of Indian flour milling industry, 
but it should be emphasised that similar facilities should be 
extended to other milling centres referred to above. 

Station-to-station rates are also quoted for internal traffic 
from some centres. We give below a few rates quoted on traffic 
via Ghaziabad :-

Rato"or NW.B. B.1. B. 
From To MtMmtJ 

"Po "Po "Po 
AmbalaCity Cewnpore 811 3 9 IS 2 .. Aligarh 6 IS 311 2 6 
Ferozepur Cawnpore 12 II 7 1 IS 8 

These rates are indeed very useful for the movement of 
internal traffic, and therefore the necessity for the extension of 
similar rates on a more liberal scale is urged in the interest of 
trade and industries. Recently some changes have been made. 
Station-to-station rates are now available from Patiala and Amritsar 
to Cawnpore, but the rate from Ambala City to Cawnpore has 
beep. raised from Rs. 0-8-11 to Rs. 0-9-9 per mauneL 

Station-to-station rates are also available on the G. I. P. from 
a few more important centres. During and before 1932, reduced 
rates were quoted from Bombay to more important stations 
like, Madras, Bangatore. Mysore, Cawnpore, Agra. Bezwada, and 
Nagpur. but they have been discontinued since then. Now 
station-to-stetion rates are available from more importan! centres 
like Allahabad. Cawnpore. New Delhi, Agra, to Bombay and other 
more importaut consuming markets. This is a very desirable 
change in the rates policy. 
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On the B. B. & O. T., as noted above, station-to-station rates 
re quoted to Karachi in conjunction with the N. W. R. Similar 
l.Cilities are given for traffic to Bombay as will be seen from the 
ates given below :-

Rates per Mallnd to .Bombay1 
Station. Bok. :Stat.... Bate. 

s. 
Agra 11 
New Delhi Jl 
Hathras City 10 
Cawnpore 12 
Raman 14 

P, 
7 
1 
9 
1 
6 

Bhatlnda 
Via Bhatinda 
Govian& 
Kotk&pura 
Muku.ar 

... p. 
14 3 
14 ° 
14 4 
14 6 
14 11 

Recently the rateS from Agra, New Delhi, Hathras city and 
iawnpore have been raised. The freight from Agra has been raised 
rom Re. 0-11-1 tl,. Re. 0-14-0 per maund. The rate from New 
)elhi has been raised from Re. 0-11-7 to Re. 0-12-4. Similarly, 
~t.es from Hathras and Oawnpore have been raised to Re. 0-13-8 
nd Re. 0-14-4 respectively. 

SCHBDULE RATES ON FLOUR ANALYSED 

This brings us to the study of schedule rates. The Flour 
filling Industry being centred mainly at the port towns, it is 
>roposed to review mainly the schedule rates as quoted on the 
raffie fmm the ports, though the traffic from other important 
entres will not be ignored. The schedule rates applicable for 
L'8.ffiC in flour from Karachi to upconntry consnming markets are 
Ile same as those on wheat, the difference beiug only as to the 
anditions of carriage, for whereas the wheat traffic is allowed the 
liB and elK schedule rates at railway risk, flour is pel'mitted the 
ome at owner's risk, on wagon loads. Therefore, to avoid 
epetition we shall pass on to rates on internal traffic. Rates from 
ame important centres work ont as follows :-

The .current Rates for Flour" 
Slalion from To Ludhiana To Sialkal To ./1""alpindi 

.. p. .. p • a.p. 
Ambol. C&ntonment 2 7 7 1 8 7 
Patiala 2 7 7 1 8 6 
Lyallpur 6 8 811 , 6 
Shabadara S 10 210 5 , 
Bhatind. S 8 6 1 7 9 

1. Rate. are apl1licable only on load wagons. 
S. Theae rdtes are on wagon loads: O. R. CJ340. 
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These rates when compared with the pre-war rates show the 
extent of increase that has taken place. The incidence has donbt­
less increased considerably, especially on the traffic which passes 
over more than one line. Of course the rates that we have col1ected 
are for the local traffic only, but from the higher incidence of rates 
per maund per mile, which the traffic for lower distance has to 
bear, we can safely draw the conclusion as stated above. The 
pre-war rates were as fol1ows :-

Rates per Maund (in force in 1918) 
Slation from T. Ludhiana 

Amb61a Cantonment 
Patiala 
Lya\lpur 
Shahadani 
Bb6tinda 

Be. .. p. 
016 
o 6 
o S 8 
028 
o 1 11 

T. Sialk., 
Be. .. P-
043 
043 
014 
o 8 
o S 1 

HIGHER LEVEL OF RATES 

T. R"""pindi 
Ra. •• p. 
o 6 7 
o /J 1 
o 310 
039 
o Ii 9 

On a comparative review of the two foregoing statements of 
rates, emerge some very usefnl and interesting conclusious about 
the rates policy. The rates have been increased conBid~bly. 
For instance, the rate from Bhatinda to Sialkot has been raised from 
as 3-7 to as. 6-1; the rate from Lya11apur to Rawalpindi is raised 
from as. 3-10 to as. 6-6. It will be seen that other rates have also 
recorded a similar increase, the precise percentage varying with 
the distance traversed. Rates have been nearly doubled, except 
for longer distances. These rates may have had enough justification 
in 1919, or 1921, when the prices had raisen to the peak1 1evels, but 
at present these rates place a very heavy tax upon the people, 
and fnrther reduce the purchaeing power of the agricultural 
population which has already fallen substantial1y. Doubtless, 
the import duty on wheat has come as a substantial relief to the 
agriculturists, but the reduction of railway rates on wheat and flour 
wonld further help to relieve the distress. 

It has been remarked, and not without justification, that after the 
close of the wal', Indian railways were permitted to raise their rates 
much above the level warranted by the situation, with the result 
that railways, like the industries receiving more than necessary 

1. Vide, the Evidence of C. A. H. TOWIUlend, Ditector of Agricult1lle, 
PlIlIjab, FiacaI Com.; Evidenee Vol. I~ P.90. 
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'fiscal 'P1'Otection, have become less efficient, and their working 
expenses have risen steadily, even though prices have been falling. 
The raising of rates has had an undesirable p1'Oteetive effect so that 
to-day the railways are unwilling to lower their rates and strongly 
resist any clalm made out for their reduction. This faulty measure, 
initiated with feverish haste, when rehabilitation had become a 
mania with the belligerent countries, of whom India was one, has 
plunged the entire railway system of the country into the w hirl­
pool of inefficiency, of which rising working expenses and falling 
revenue receipts are the symptoms. At the initial stages, these 
higher rates did in fact temporarily swell up the receipts, as they 
synchronised with the rise in prices. but the curtain of delusion 
was soon lifted. With a turn in the business activity, the burden 
of railway rates was felt, and as the indnstrial depression gathered 
strength, the complaints from the ,trade and industries became 
more frequent. But the railways stuck to the old rates, with the 
result traffic dwindled and with it the receipts. This is the 
vicions circle which makes the task of re-organising our railway 
policy at once essential and more difficult. 

The foregoing review of schedule rates on the N. W. R. gives 
us an adequate idea of the incidence of railway rates charged and 
the extent of increase effected since the war. Similarly, the other 
railways have also raised their rates and are reluctant to reduce 
them now, so as to suit the present level of prices, partly becanse 
their working expenses, instesd of falling, have maintained an 
upward trend. This affects adversely alike the cultivator and the 
miller, more so because in other countries the technique of pro­
duction has been revolutionised, and the cost of transport consider­
ably lowered. Therefore, the necessity of reduction in rates' 
cannot be too st1'Ongly emphasised. 

We may conclude that the necessity of reducing the rates on 
the transport of wheat and wheat-flour is very great. The problem 
needs to be tackled immediately but not from the viewpoint of 
port traffio alone. Port traffio is no doubt important, since port 
towns are by far the largest consumers of wheat, but the internal 
traffio is equaIly important, and therefore the railway rates policy 
should be so regulated as to develop both kinds of traffic, and 
not one at the expense of the other, as the railways have been 
p1'Oneto do •. 

Bas 
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CONCLUSIONS 

(i) The current railway rates on wheat in comparison with 
those of the pre-war year are considerably higher, and the differ. 
ence becomes etill more glaring, when the relative level of prices 
is taken into consideration. 

(il) The internal traffic has to bear a etill higher freight, 
because in calculating telescopic schedule rates on through traffic 
railways do not take into account the total distance traversed by the 
consignment; the distance traversed on different railways is taken 
separately. 

(iii) Facilities for flour traflic are insufficient. Station·to­
station rates should be quoted on wheat from the more importani 
wheat producing areas to the flour mills and on flour to the more 
important consuming markets. 

(iv) The aim of railway rates policy should be to provide 
more efficient and economic transport facilities for internal as well 
as port traffic: and both must receive an equal treatment at the 
hands of railway adminietrations. 



CHAPrER VIII 

PAPER 

TlIE IMPORTANCE AND SCOPE OJ!' TlIE STUDY 

In this chapter we shall stndy the organisation of paper 
industry in India with special reference to railroad transport. We 
shall divide this study into two parts. The first part will contain 
a review of conditions before the grant of protection, and in the 
second part the present condition of the industry will be analysed. 
T}le stndy of railway rates as affecting the development of paper 
industry in this country is instructive because railway rates play an 
important part alike in production and marketing. Raw materials 
like rags and graBS are collected from distant centres with. the 
result that the cost of transport forms a substantial part of the 
total cost. Again, the paper mills being largely localised in Bengal, 
railroad transport plays a prominent part in marketing the finished 
product. In view of these peculiar features of the industry, it 
would be no exaggeration to ssy that railway freight charges 
regulate the competitive capacity of the mills. It is significant to 
note that the demand for paper in India is more varied aM larger 
than the productive capacity of the local mills, necessitating 
heavy imports of foreign paper. These foreign imports moving 
from ports to distant consuming markets have, likewise, to pay 
substantial railway freight. The aggregate railway freight thus 
paid by the local mills raises their cost of production and any 
economy in this direction would be welcome to the parties con­
cerned. The internal competition of local mills has further helped 
to raise the incidence of railway freights. To this must be added 
the competition of .imported paper moving from the nearest port to 
the consuming centres. This is not all. The local mills compete 
inter se in acquiring their supplies of raw materials, particularly 
for articles like graBS and rags, and in doing so pay higher railway 
freight. 

The Importance of a flourishing paper industry in the life of a 
nation need hardly be streBBed. The necessity of a well.organised 
paper industry is still greater in the case of a relatively backward 
country like India which is passing through a period of transition. 
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Be it noted that in every civilised country paper is an article of 
regular consumption and a necessity of life. It would not be far 
from truth to say that in modern times the consumption of paper 
in a country, satisfying the varying needs of the society, indicates 
the extent and growth of civilisation. Taking thls as the criterion, 
we find that India lags far behlnd other countries, her consumption 
of paper being only half a pound per head of population per year, 
whereas in even the most hackward countries of Europe the 
consumption is ten pounds per head. Rightly has Mr. Gladstone 
remarked that the consumption of paper is the measure of a 
people's culture. It is clear, therefore, that the Indian paper 
industry has a bright future, if efficiently organised and properly 
conducted. With the spread of education the demand for pap~ is 
hound to increase, and in the steady growth of the reading and 
writing public in India, we may trace a reasonable assurance 
for the development of Indian paper industry. 

THE STRUCTURE OF INDIAN PAPER INDUSTRY BEFORE 1925 
THE T1TAGHUB PAPER MILLS 

The Titaghur Paper Mills Company was floated in 1882, and 
commenced manufacture of paper with three machines in 1884. 
The Kankinara Paper Mill, started by the Imperial Paper Mi11s 
Company about the year 1894, was taken over by the Titaghur 
Paper Mills Company in 1903. Since then both the mi1lJl. one at 
Titaghur and the other at Kankinara, on the E. B. R., are worked 
by the same Company. By 1915, the capacity of the milIa had 
increased to about 17 to 18 thousand tons of pulp, for internal 
consumption, and about 20 thousand tons of paper every year. 
The paper manufactured by the mills is of different varieties1

, and 
the total output has fluctuated from year to year, except during the 
war, when it steadily rose from about 17 thousand tons to about 
23 thousand tons. • 

The industry far from making any progress has barelY 
maintained itself. TWs unfavourable Position of the Industry 

1. The approximate percentage is : white prin~iDge 60 per .... t ; wriliDge 
20 per cent; and Brown Bedamis and Newa about 30 per .."t. 
Th ... are, however, only generallignrea and hence ItIbject to a1teralioD 
aeeording to the demand of the market. . 
Vide T. B. Report on Paper Indtutry, Evidence Vol. I, p. 1141. 

I. Ibid., p. 141. 



PAPER- 285 

is due to the abnormal conditiol}S created by the War and the almDp 
that followed thereafter. The output of paper increased during the 
War, due to the exclusion of foreign competition and the protection 
afforded thereby, but received a very serious setback just after 
the protective influence of the war had disappeared. The sudden 
fall in the output from 23 thousand tons to]jj thousand is due to 
the competition of the imported paper, which began to pour in after 
the treaty of Versailles was signed. The competit4>n soon became 
more serious and the output further declinecI to 15,750 tons in 
1921-22. Needless to say, therefore, that foreign competition 
operated to the detriment of the Indian paper mills. 

Foreign competition became serious in the Indian market, 
partly because certain varieties of paper were not manufactured at 
all, especially the very superior and lhlerior. varieties; and of the 
varieties of paper manufactured by the mills, primarily of medium 
quality, the wices were relatively higher as compared with' those of 
the imported paper. Specialisation.is a very important factor in 
reducing the cost of manufacture, but the Indian mills have not 
been able to realise it. 1 

The primary raw materials which the Titaghur Mills use are 
sabai grass, imported wood pulp, rags, and waste paper. When 
worked to the full capacity, the mills would consume about 30,000 
tons of sabai grass annually, about 6,000 tons of imported wood 
pulp 1Ind 4,000 tons of rags and waste paper, the precise ratio of 
each varying with the quality or the ilrade of paper manufactured. 
Of the primary raw materials used by the mills, sabai grass bas 
been the most important indigenous raw material, and the supplies 
are drawn from Sahebgnnj, Rewa, Nepal and U. P. in the propor. 

1. "We are unable to manufacture a large variety in order to meet com. 
petition offered by the importere, and owing to there being insufficient 
number of mill. in the country to admit of specialisation in qualiti .. 
and inter·dealing on British ay,tam while &B a whole catering for 
all kinds in demanQ. SpecialiBBtion tend. to reduce coat of mlillufacture, 
and this will. no d""bt. be naturally evolved if the indmtry be 
encouraged. The Indian manufacturer is certainly at a disadvantage 
while condition. compel individual milia to manufactnre ao many 
different kinds and the remedy can only come with the expansion of 
the industry. AlsO the Government Departments requite large number 
of the diff~rent kinds." Tariff Board Report on Paper Indnatry, Yo. I, 
pp.141·41. 
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tions given below':-
Ar... AJIflr""""", Supplll FieUl Ar... Mikag. to Milll 

(La .. of Maunds) (Miles) 
WesterD Circle II 20 000 
Nepal 3 30 650 
Sahebgunj " 18 211 
The supplies of grass are cut ~nd collected under contract, and 

transported from the fields to the factory with the help of 'camels 
and bullock carts. The freight by road from field to the des­
patching station is Rs. 15--4rll per ton, and from the despatching 
station to the mill on rail the freight comes to about Rs. 13-1H> per 
ton.· Besides, a fixed amount of royalty has to be paid irrespective 
of the quantity of grass raised from the Western and Eastern 
Circles and N epa!. • The royalty of the Sahebgnnj area is paid by 
the contractor who works -the fields and supplies grass to the 
mills. In view of the reduced consumption of grass, the royalty 
which was a fixed amount, formed a very substantial part of the 
total costs incurred by the mills·, but with the working of the 
mills to full capacity the incidence of royalty was expected to be 
reduced considerably·. Of the other primary raw materials, rags 
and waste paper were collected from the important centres ~thin 
the country and the wood pulp was imported. 

The auxiliary raw materials used by the mills and their 
approximate annual consumption was as under' :-

Maleriall Quantitll Makrial. 

Acid 
Alkali 
Alum 
Rosin 

I. Ibid, p. 243. 
ll. Ibid, p. 243. 

ewt .. 
1,032 

65,285 
27,426 

8,211 

China CIa,. 
Lime 
Salt 
Dyes 

a. The royalt,. is paid 011 the followinglCale :_ 

Quantitll 
cwts. 
63,994 
96,334 
37,690 

462 

W .. tern Circle 
Nepal 
Eaetern Circle 

Ibid, p. 243. 

B,,_f>tIr .......... 
1,77,6C0 Govt. roy_It)' aIId Sa1aml 

80,000 Nepal Dorb .. 
10,261-' To Governmenl 

4. For the .....". 1922-23, the incidence of royalty w .. :_ 
Woetern Circle 1,463 tODS (I fnll·workiDg) Ra. 63·16. per ton. 
Nepal 4,255 ten. (i foll.working) Ra. 20·7·6. per ton. 
Sahobgunj 7,637 ton. (i full· ... orking) Ra. 3·6-0. per ton. 

6. The incideDco with full .. pacit)' :_ 
Western Circl. R.. 14·3.1; {per ton). Nepal R... 8·0-0. per toll. 

6. Ibid. p_ 246. 
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Most of these materials were also purchased locally" 
Coal of di1I'erent grades was purchased from the Bihar and 

Orissa coal-fields, the ~ price charged varying from Rs. 10 
to Rs. 14 per ton, according to quality f. o. r. mills. In this case 
the railway freight was about Rill 4 per ton. 

THI!I BENGAL PAPER MILL COMPANY 

The Bengal Paper Mill Company's factory, situated at Ranigunj, 
started working in 1891, and manufactures paper of different 
varieties: Printing, Writings, Blottings, Unbleached and coloured, 
Badamis, Browns·, etc., and the aggregate annual output varied 
from about 5,280 tons in 1909 to about 6,565 tons in 1923. In 
other words, the output of the mill has been fairly steady, 
notwithstanding the abnormal conditions created by the Great War. 
which affected the output of the Titaghur Mills appreciably. The 
mills have felt the necessity of specialisation in production, but, 
have not been able to put it into force due to the nature of the 
demand·. 

The primary raw materials used by the mills are grass, jute, 
rags, hemp, waste paper and imported pulp.' Of these raw 

1. Ibid. p. 1147. 
II. The ave .. se proportion of the different varieties was as follows :-

P.,. .... I. p.,. .... t. 
Printing 34'77 Writings 3'81 
Unbleached lI7.06 BlottinSS 0·20 
Badamis 18.38 Antiques 0'19 
Browns 10· 46 Colours 0.17 
Azures 4·96 

Vide Evidence Vol L p. 114. 
3. Of." In order to meet the requirements of various users, particularly 

Government, it is necessary to make above cia .... of paper, although 
it is highly deai .. ble to make &8 few kind. as posaible. The objection 
to several verieties is increaaed cost of production and decre .. ed outturn. 
Although from. import returns, figure. indicate the poMibility of 
mills restricting their varieties of papar, in practice, it is found that 
all big paper dealers in-indigenous pape .. require various kinds." 

Ibid. Po 114. . 
4. The average quantity of the various raw materials nsed b;v the mills 

h .. been .. .follow. :_ 
Gr ... 
Pulp ... 
Raga, Juts etc 
WastsPap ... 

Vide Supr •• 

6,500 Tona. 
11,500 
1,250 
1,051 .. 
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materials, grass and wood pulp are by far the most important and 
constitute about 75 per cent. of the total supply of raw materials 
required. So far as wood pulp is concerned, railway rates are not 
important, because it is imported from foreign countries, and rail 
transport is necessary only from Howrah to the site of the mills, a 
distance of about 123 miles. In the case of other raw materials 
railway rates are more important, because they are collected from 
more important centres within the country and carried by railways 
over longer distances. Grass is collected from Chota Nagpur and 
the United Provinces. The Nagpur area includes Singbhum and 
Porahat, Bonai, Gangpur, Nagra, and Kali-Hati. The actual quanti­
ties of grass collected from all the areas in a pre-war and a post­
war year are given in a table submitted below so as to show the 
relative importance of different areas :-

1918·1" 19££·£8 
Maunds Maunds 

99,286 
not worked 

Nagpur 
Ramnagar 
Landsdowne 
Sahebgunj 60:293 
NepalguDj ~9,686 
Pirpainti 4,506 
1lariarpur 9,300 

99,400 
82,637 
46,555 
19,851 
29.277 
Nil 

19£8·£4 
Mannd. 

81,670 
50,165 
Nil 

The auxiliary raw materials are partly imported and partly 
collected from the internal centres of production. Many of the 
auxiliary raw materials are manufactured within the conntry, and 
with the improvement in the efficiency of local factories the 
demand of the mills will be met more fully from local materials. 
Of these articles, dyes are likely to be imported for some time to 
come in fnture, while the mannfacture of other articles is being 
increasingly improved. The supplies of coal are available in the 
vicinity of the mills, and therefore railway freight is a negligible 
item. 

THB INDIAlil PAPER PULP COMPANY 

The mill is situated on the bank of the river Hooghlyat 
HaziDBgar near Naihati, on the Eastern Bengal Railway, abont 
30 miles from Calcutta. This is the first Indian Paper. Mill which 
endeavoured to mannfacture paper from bamboo. and succeeded 
after spending very large amounts on experimental work for nearly 

L Ibid, p. 134. 
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~h:tee years. The mill commenced working in April 1922, with a 
capacity for 200 tons of paper per month, and its output during 
1923 and 1924 was 1793 and 2,435 tons respectively. The paper 
turned out is of different varieties: white printings and writings, 
blotting, unbleached and toned printings (Superior Badami) antique 
!aids and antique woves, azur laid and coloured printings.1 

_ Bamboo is the primary raw material need by the mills, and 
the supplies are drawn mainly from the Chittsgong Hill Tracts, 
at a distauce of about 470 miles. The bamboos are cut on the 
contract basis, and thereafter floated down in rafts to the Com. 
pany's crushing aud bailing plant at Jaitpura, which is about 14 
miles upstream off Chittagong on the Karanfuli -River. After 
crnshing aud baili~g, the bales are trausported by boats to the 
Chittagong Jetties; whence they follow the usual combined route 
to the mill at Naihati. The distance covered by rafting is 119 
miles, by boating and steamer 134 miles and by lml 217 miles. 
The average cost per ton of bamboo delivered at the mills is Rs. 50, 
which would be substantially reduced after the expansion of the 
plant. The cost of reserve bamboo, it is added, varies according to 
the quantity extracted which may iucrease or reduce overhead 
charges. Moreover, the development of the reserve in order to 
work up to the quantity required necessitates abnornal expenditure, 
which would not give a fair idea for criticism or comparison. 
Although there is a plenty of bamboo available, the orgsnisation of 
collection on a large scale can only be done at a great cost to the 
pioneer.· It is clear,- therefore, that the mills have to incur 
relatively higher costs, because it is a pioneer in the field of paper 
manufacture from bamboo, and, that these costs do not convey to 
us a fair idea of the cost in future. 

1. The average proportion of each variety ia given below:­
Per cent. 

White PriDtinge 
. Writings 
Blottings 
Unbleached, etc. 
Antiques 
Azure Laid 
Coloured 
Badami, etc. 

Ibid, p. 468. 
II. Ibid, pp. 469-70. 

&37 

38·]4 
14·64 

1.92 
7·72 
6.27 
0.28 
0.47 

111.46 
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The chief auxiliary raw materials used are Sulphur, Magnesia, 
Bleachiug Powder, Rosiu, Alnm. China Clay, Dyes, Wires, 1st 
Press Felts, Jacket Conch, Dryer Felts, and Stores. Some of these 
materials are purchssed in India while others are imported from 
abroad. Magnesinm bisulphste is manufactured in the mill itself 
from sulphur and magnesia. Railway freight on these articles te 
the mills is not a substantial item in the cost of production.' Coal 
is brought by rail from the Bengal coalfields at a distance of 
150 miles. 

THE UPPER INDIA COUPER PAPER MILLS 

The Upper India Couper Paper Mills Company was registered 
in 1879; the works, situated in Lucknow on the left bank of the 
river Gomti, commenced work in 1882. The different grades of 
paper made are White Printings, Cream-Laids, Government Water­
marked Paper, Azure Laid, Cream Wove. Badamis, Browns, 
Unbleached PrintingS, Coloured Papers, Antiques, White Cartridge 
and Manilla, etc. Of the total production", about 50 per cent are 
Badamis and Brown, about 30 per cent whites, and 20 per cent 
miscellaneous. 

The primary raw materia.Js used by the mills are ragS, hemp, 
fute, sabai grass and waste paper. According te the present rate of 
output the average annual consumption of different raw materials 
is sabai grass 1,125 tons, ragS 1.110 tons; hemp 637 tons, jute 555 
tons, and waste paper about 210 tens, These primary raw materials 
are drawn from the United Provinces, the Punjab, Rajputaua, the 
Central Provinces, the N epa! Gunj Forests, the Kheri Forests, and 
the Debra Dun Forests, the distance to be traversed varying from 
10 to 500 miles. Contractors are employed to collect the raw 
mateJ.ials,~nd they deliver them to the mills at Badshshnagar 
Railway Station. The average cost per ton delivered at the mills 
is given below· :- . 

Bogs 
Patmal (Jute) 

~b:rGraBI 
WutePapera 

1. Ibid, 1'0 '72. 
II, lbid. P1'o 34-35. 
3. Ibid. 1'0 36. 

BoUlor 1913,14 
PertoD 

Be. '& P. 
43 8 7 
41·13 8 
64 0 0 
31 2 8 
1610 Ii 

Bau lor 1913-14 
Per too 

Ro. .. po 
7G 1 11 
88 , 8 
99 0 , 
72 2 1 
61 3 8 



I The auxiliary raw materials are mostly imported from 
England; some of them like lime and rosin are purchase!i from· 
[atni, Murwara and Bhawli respectively. Coal is imported from 
Bengal as well as from thePench Valley in C. P., according to the' 
luaIity required. Freight on coal is an important item because the 
iistance is great. 

THE DECCAN PA'pBB MILLS 

The Deccan Paper Mills Company was formed in 1885 and the 
Mill, which is situated at Mundhwa adjoining the Hadapsar Railway 
Station, about 5 miles from Poona, commenced manufacture by the 
end of 1887, having a capacity of about 1,700 tons per year. The 
Mill manufactures various kinds of paper snch as ledge and azure 
laid, superior and ordinary white writings, and printings, coloured 
papers, badami printings, white and bro'\Vll cartridge, and 
wrappings. Of the total output the percentage of-different grades 
in the pre-war period was: azure laid, writing wove, and cream, 
laid 51 per cent; white printing 31 per cent; coloured printing 4 
per cent; white cartridge and badami 3 per cent; brown 11 per cent. 
Since 19H the proportion has been: azure laid and cream laid 15 
per cent; white printing 34, per cent; badami printing 39 per cent; 
coloured printing 2 per cent; brown 10 per cent. Thus, there has 
been a remarkable change in the production of the different gradl'lJ 
of paper. The change is obviously due 10 the nature of the demand 
and the foreign competition. Badamis are seemingly more in' 
demand and therefore the output has been raised from 3 per cent. 
to 39 per cent. But the most important fact 10 be noted in this case' 
is that the progress of the mill has not been steady and its aggregate' 
output has fiuctusted considerably from year to year. The output 
of the mills went on steadily increasing in the pre-war years, with 
the exception of the year 1911-12, but since 1914-15 the manu­
facture received a serious setback and has continually declined, so 
much so that the mill ceased to work in March 1924.1 After some 
time the mill was re-opened and the manufacture commenced as 
will be seen at a later stage. The Company reiterated the argument 
advanced by the other paper mills that one of the serious disadvantages 
under which they worked is the lack of specialisation in produotion 

1. Vid .. Report of the Tarill Board, 1925, p. 3. 
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which raises the cost of paper turned out. 1 This is the standing 
grievance of all the Indian paper mills, and can only be remedied 
with the increase in the output of the individual mills and the 
establishment of new ones. 

The primary raw materials used by the mills are ragS, imported 
pulp, gunny, hemp, old ropes and waste paper; the precise 
proportion of each varies according to the total output and the 
quality of the paper manufactured. Rags, after sorting, dusting 
and cutting, yield on an average 60 per cent. of bleached paper. 
On the average, therefore, one ton of rags produces about half a ton 
of white paper. The collection of raw materials is entrusted to the 
contractors. It may be noted that rags are collected from important 
centres in the Bombay Presidency, but a large share is contributed 
by Bombay City proper. Of the auXiliary raw materials, Rosin, 
French chalk and Ochres are purchased within the country, while 
caustic, bleach, alumina snlphate, and China clay are imported 
from abroad. Coal is obtained from the Central Provinces and 
Bengal In the pre-war period only Bengal coal was used, and as 
in 1913-14 the pits mouth cost of coal was about Rs. 6 per ton, 
railway freight amounted to Rs. 11-1·0. Since the War' both 
C. P. and Bengal coal is used, the former costs about Rs. 13-0·0 
per ton at pitsmouth, plus Rs. 9-7-0 per ton as railway freight 
and the latter costs Rs. 11-8·0 per ton pitsmouth, plus Rs.16-13-0 as 
railway rates.' 

These are the most important paper mills which we need 
discuss here, because even though there are some other minor mills, 
like those at Bombay and Rajahmundri, the general conclusions 
will be equally applicable to them. Besides, the information 

1. Cf. .. We manufacture a larger variety of paper than • singl. 
manufacturer in Western countries commonly doel becau. the 
prevailing ccnditions do not lend tbemselves 10 tb. economic 
manufacture of a standard grad. of new. printinp, and the market far 
tb. better grad .. demanda a lars. amoODt of opecialieatiou. In haviDI 
to make different grad .. and specialities we are at a diaadvanlage in ..... 
mucb .s tbe coutant chan_o .. er from OD. quality to another entaila a 
eert.ain 1_ of materials, restricts production, involves a large percentage 
01 .' Broke and Ret ... ', and tbe product cannot be Ol<pocted to eome up 
:::::..::. ~ :,tandard 01 tbooe wbo have opecialiaed in their OWD, 

T. B. Report OD Paper Industry. Evidence Vol. I, p. 661. 
lI. Ibid. p. 665. 
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available about the organisation of these minor mills is very 
meagre.1 

DETAILED ANALYSIS OF PlUlIARY RAW MATERIALS 

AND TRANSPORT COSTS 

It is clear. from the foregoing study that the Indian mills have 
to carry their raw materials over long distances and that in most 
cases railway transport is the oDly means of conveyance available. 
We have pointed out at an earlier stage that the cost of railroad 
transport is higher than that ~f water transport, which imposes a 
still more serious burden on the Indian paper mills as compared 
with their rivals in the Western countries. In view of these 
two-fold difficulties, it· is necessary to examine in detail thll 
position of the raw materials, with special reference to transport 
costs. 

The mill should be located within a reasonable distance of the 
raw materials lest the cost of transport should become uneconomio. 
We propose to examine the location of the more important mills 
and the sources of their raw materials in the light of this criterion. 
Let us start with the Titaghur Mills. Sabai grass, which is the most 
important raw material, is drawn from the Western Circle area and 
Sahebgunj. The distance from the Western Circle area to the mills 
is about 900 miles and from Sahebgunj about 200 miles, which 
clearly brings out that the former area is more costly, since the 
railway freight is more than treble than that from the Sahebgunj 
area. The variations in railway. freight paid by the mills can be 
seen from the statement given below' :-

Western Circle •.• 
1918-14 

Nil 
Nepal 0 6 10 
Ramjeed .. (B.N.R. 0 I 4 

excluded) 

1910 
081 
010 1 
037 

1911 
01011 
011 0 

·0 3 4 

EfM'lV 
19'4 

o 911 
010 7 
038 

Lat." 
19'4 

081 
086 
0118 

It can hardly be doubted that the Western Circle areas are very 
costly because railway freight is high, in view of the longer 

1. Notwithstanding frequent enquiries from the AK"nte of these minor 
mills we could get no information at an. 

I. Vide, Ibid, p. 307. 
3. In the beginning of .the year 1924 rates were higher but they we .. 

subsequently reduced. 
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distance. The mill anthorities themselves have realised this fact 
becanse they say that these areas .. have proved expensive holdings 
up to date, but with full working, we hope to get grass at economic 
rates. These areas will not be worked at their cheapest until a pulp 
mill is erected near the grass fields' and the freight on the 
raw" materials saved· ... " Thus, it was realised that the transport 
of grass from Western Circle areas was not commercially profit­
able, and as the mills, depended for their supplies of raw materials 
on these areas no great expansion in tho ontput would be possible 
in future. These areas were acquired by the Company in 1920·, 
and a royalty of about Rs. 1,77,500 per year has to be paid for the 
same. It seems that the Company acquired this area, becanse 
during the War produotion had received a marked stimulus, and 
therefore competition among the mills for Sabai graas, which was 
the most important raw material known then, increased. Besides, 
the price of imported pulp had risen considerably. The radius 
was therefore enlarged to have an adequate supply of raw mate­
rials assured. The mills had increased their consumption of graas 
from 17,283 tons in 1914, to 21,400 tons in 1923-24 and that of 
wood pulp had actually declined from 6,952 tons to 3,964 tons 
during the same period.' Sabai grass was being increasingly 
uUlised and therefore the mills had to get their supplies from 
Western Circle areas. That was, however, an abnormal period. 
The continuance of the same cost can have little jostification 
to-day, with the return to more stable economic conditions, and 
much less so in future. Above all, it may be said that the milIB 
drawing the supplies of their"raw materials {rom such distant area. 

1. For manufac1.uring 10,000 tons of wood pulp about 24,000 ton. of 
grsas is ne ...... .,. as submitted by Sir W. Carey and would be collected 
.. follows_ 

Baharanpur Division 
Landedowne Division 
Kalagarh Division 
Bamnagar Division 

Ibid, p. 333. 
II. Ibid, p. Ufo 
3. Ibid, p. 330. 
4. Ibid, p. 320. 

Total 

T .... 
13,000 
6,Il00 
3,Il00 
1,000 

!I.,ooo 
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bave no future. There are, however, other grass fields, besides the 
WesterI! Circle areas, which are nearer the mills, and the outpuli 
extracted from them is as follows:-

1. Sah.bgtlJlj 
1I. Nepal 
8. Eaatem elrol. 9f Gonda and Sahraich ... 
4. Ramnaga.r and Betti.h Forest 
L Rewa 
8. Hazaribagh 

M"unds J7M' !/<Gr. 
450,000 
460,000 
80,000 
70,000 
35,000 
15,000 

Of the above forests, excepting Sahebgunj and Nepal, the 
other areas had not been worked to their full capacity, because 
the requirements of the mills did not permit further exploitation. 
But one feels that if the mills had in these fields potentialities 
claimed by the contractor, they would not bave gone in quest of 
grass to a distance of 900 miles and paid heavy royalty. Rightly 
Professor Kale remarked, "Taken by itself, the supply may be 
IlDIimited, but as an economic proposition, supply means supply 
at a particular price, so that, unless you are able to bring down 
~he cost of raw material a great deal, "you cannot say that the 
ropply of the raw material is unlimited".1 In short, Sabai grass 
ean be economically utilised by the mills only to a limited extent 
md that the future development of the industry cannot be based 
~n this raw materiaL 

Babai grass is likewise the most important raw material of 
~he Bengal Paper Mills Company, its annual consumption being 
6.500 tons, as against about 2,500 tons of wood pulp, and a similar 
lmount of rags, jute and waste paper. Ramnagar field, which 
snpplies a very substantial proportion of grass required by the 
mills, is at a distance of about 700 miles and railway freight comes 
to about Re. 13-13-1 per ton, as against Rs. !HH) per ton, from 
N agpur fields". It is indeed doubtful to say that an industrl 
which gets its raw materials from a distance of 700 miles on 
railroads has any advantage and would in future be able "to 
ilevelop. Besides, in this particular case, with the development 
of different mills, the demand for Sabai grass :would increase, and 
III the supplies are not available nearer at hand, the radius from 

1. Ibid, p. 337··38. 

II. Ibid, p. 13 •• 
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which this ~w material would be drawn is also bound to expand. 
The increase in demand, without a pari:pa8llu increase in supply, is 
sure to intensify the internal competition of the mills, and there. 
by give rise to further complications. A similar situation, but on 
a smaller scale, arose during the War, and the mills extended 
their radius with the result that internal competition increased. 
From what has been adverted to above, and from the evidence 
tendered by Mr. Carr on behalf of the Bengal Paper Mills Company, 
it does not soom to be fully established that an adequate supply 
of Sabai grass would be forthcoming at B reasonable price, if the 
output of the mills is increased. It is donbtful whether the cost of 
thiS primary raw material would not go up, even if the manufac­
ture was· confined to its present limits. In short, the quantity of 
Sabai grass that can be made commercially available is restricted. 

The Upper India Couper Mills use Sabai grass and rags in 
almost equal quantities in addition to jute, hemp and waste paper. 
Ragl! and the raw materials other than Sabai grass are collected from 
the more important towns like Cawnpore, Hathras, Muttra, Aligarh, 
Delhi, Meerut, Ambala, Khurja, Muzaffarnagar, Bulandshahar, 
Ferozabad, Gh3lliabad, Benares, Allahabad, etc. These materials 
are collected by the agents. But the supply of rags and hemp, 
even though cheaper than grass, cannot be relied upon since the 
sources are scattered over a very wide area. Mr. Nabi·UIla was 
right in saying that the supply was precarions.1 Therefore, the 
future expansion of the mill cannot be weil on rags and hemp 
BB the primary raw materials, although they will continue to 
aid production. 

Sabai grass is drawn from the Forests of N epslgunj, Kheri, 
and Debra Dnn. The Nepalgunj and Kheri Forests are about 
200 miles from Lucknow, while the Sahebgunj Forests about 400 
miles. It will, therefore, be seen that the N epalgunj and Kheri 
Forests are nearer and more profitable to work. In fact, the mills 
for long drew their supplies ouly from the Nepalgunj forests, but 
the internal competition which grew np later drove them out of 
that forest, and they had per force to fall back on the Kheri and 
Dehru Dun Forests. We have already pointed out while studyins 
the organisation of the Bengal Mills and the sources of their raw 
materials, that, with the increaae in their output during the war 

1. Ibid, p. S3. 
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and the rise in the price of wood pulp, the mills extended their 
radius of supply, and went as far as Western Circle areas at a 
distance of 900 miles, and paid large sums as royalty to keep up 
an adequate supply of raw materials assured to them. These 
distant regions are proving uneconomic holdings to the Bengal 
mills. Besides, as the mills are going on working further into 
the fields, the cost of transport is rising and has its obvious 
reflex effects on the total cost. Ai the initial stages the mills got 
the necessary supply just at the bottom of the hill, but now they 
have to go higher and higher and the cost of transport is therefore 
rising. In short, the supply of grass and the railway freight 
thereou does not augur well for the future of the mill ; it cannot 
be a sound basis.of future expansion. This is the condition of 
mills using sabai grass as the primary raw material. 

The Indian Paper Pulp Company, per contra, utilises bamboo 
as its primary raw material. It has already been pointed out that 
the progress of this mill is being anxiously watched because' 
bamboo, according to the expert opinion on the subject, is a 
more economic and reliable raw material for the manufacture of 
paper. Thel'8fore, it is interesting as well as instructive to have an 
analysis of bamboo supplies with Special reference to transport 
costs. It will be recalled that the Campany has a lease of a large 
bamboo area in the Chittagong Hill Tracts, at a distsnce of about 
410 miles from the site of the mill, from which it draws the 
requisite tonnage of bamboo from year to year. The capacity of 
the mill is 200 tons a month, or 2,400 'tons a year, and taking 
approximately 21 tons of bamboo as requisite for one ton of 
unbleached pulp, we find that in all about 5,400 tons of bamboo 
would be required. As regards the cost per ton of bamboo 
delivered at the mills, figures submitted by Mr. Muir, the Managing 
Director, may be noted :~ 

The 003tper ton of Bamboo dUring 1928-24' 
Cutting... 16 0 0 
Rafting to Jaitpura 2 8 0 
Crushing and Despatch 9 0 0 
Boating to Jetty 2 8 , 
Landing Charges... 2 , 0 
Railway Freight to Naihati ... 8 7 0 

Siding Charge 0 1 9 

Tete1 39 13 1 

1. Ibid, p. 499. 
B.38 



298 RAILWAY RATES AND FARES 

In addition to the foregoing, other expenses of about 
Rs. 15-11~ are incurred" so that the total costs amount to about 
Rs. 55-8-0 per ton. 

THE COST OF SABA! GRASS AND BAMBOO COMPARED 

The Tariff Board pointed out that the cost of sabai grass' under 
favourable circumstances might range from Rs. 50 to Rs. 55 a ton, 
and in unfavourable seasons would be higher. Paper manufactur­
ed from such a costly raw material cannot compete with the 
imported paper, because the better part of the Indian demand is 
for cheap paper. Paper made from grass, therefore, starts the race 
under an initial handicap and a very serious one.· As adverted 
to above, this high cost of sabai grass is due to the internal com­
petition; the mills were scrambling for grass, and the demand 
bad outrun the economic radius from which grass could be 
collected. When an Indian paper maker, in order to assure 
himself of adequate supplies of grass, has to resort to fields from 
500 miles to 900 miles away from the factory, thereby adding 
Rs. 25 a ton to the cost of paper on account of railway freight, 
and still more in view of the intense internal competition, he is 
willing to incur large expense by way of royalty and rent which 
adds another Rs. 25 a ton to the cost of paper, it cannot be said 
that au adequate supply at economic price is available. In fact, 
the paper mills in India which use sabai grass are at a disadvantage 
in competition with the imported paper. THus, even though India 
possesses supplies of sabai grass in plenty, they cannot be counted 
as a natural advantage. As Prof. Kale says. .. It is not abundance in 
general that is of importance, it is abundance in a given place and 
in relation to other factors that counts. .. • 

The utilisation of bamboo as a raw material for the manD­
facture of paper in India angors well for the future of the 
industry. In fact, if it were not for the discovery of bamboo as 
a material for paper making, the Indian paper industry would have 
been relegated to an insignificant position. Thanks to the labours 
of Messrs. Sindall and Raitt, Indian has become a pioneer in a most 
important branch of paper making. Though, paper made from 

I. Vid .. TariII' Board Report, Para 56. 
2_ Ibid, Para 101. 

3. Vide," EcoDomics of Protection in India," P. 66. 
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bamboo is not so strong as that made from sabai grasS, still it is ali 
strong as, and possibly stronger than the paper made from wood 
pulp. ~ There is another consideration in favour of bamboo as 
against wood or graBS. Bamboo has an advantage over wood in' 
the fact that the growth of trees is slow, and therefore there is no 
assurance of continuous supply, whereas bamboo can be reproduced" 
almost every year. Bamboo has superiority over grass in the fact' 
that it is very difficnIt to'separate impurities from graBS, which might 
creep into the finished paper, whereas there is no such fear in the 
case of bamboo. In view of this, bamboo is expected t~ prove a: 
cheaper raw material for paper manufacture than lisbai grass. The' 
present cost of bamboo. which is slightly above RH. 55 a ton is' 
expected to fall substantially in future with a better and fuIle,.. 
working of the mui. The Tariff Board found that as the annual 
extraction of bamboo from the Kasalong reserve was comparativelY: 
small the cost of extraction was'high. Even so the oost delivered 
at N aihati in 19.23-24 was lower by about Rs. 5 a ton !.han the averge' 
cost of grass delivered at either the Ranignnj or the Titaghur mill. 
in that year. Therefore. the Board held that given time and 
perseverance, the Company will succeed in bringing down the 
cost substantially. Thus, bamboo offers good prospects for future 
development, and !.here is good ground for hoping that the paper 
industry based on bamboo will ultimately be able to do away with. 
protection. 

PRESENT POSITION 

With the grant of proteotion, the Indian paper industry has 
entered on an entirely new phase. The most striking feature 
of the industry during this period has been the steady progress of 
the paper mills and the increase in the consumption of paper; Of 
course there has been no material change in the number of the 
mills, but their capacity as well as the actual output has increased 
appreciably. There has been no change in the equipment of th~ 
factories of the Titaghur Mills Company and the Bengal Paper 
Mills Company, in as much as they still have four machines each, 
as they had in 1925. al!.hough there have been some minor changes· 
in the technique. Similarly, the Upper India Couper Paper Milla 
Company has,continued its operations wnh two ma:chines without 

1. Vide, Tarifl' Board Report, IOll5, Para. 37. 
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making any fresh additions. The Indian Paper Pulp CompanY'd 
mill at Naihati and the Deccan Paper Mills Company's mill at 
Poona have now added one machine each. There are other minor 
mills but information about them is not available. The Tariff Board 
in 1925, estimated the capacity of five Important mills with 16 
machines to be 33,000 tons a year; and according to the estimate of 
the second report in 1931, which is the latest available, the capacity 
has risen to 45,000 tons a year" an increase of about )2,600 tons,due 
mainly to the installation of additional machines at N aihati and 
Poona and to the starting of a new mill at Rajahmundry. The 
details of the inrease in the output of the more important mills, as 
given by the Tariff Board, are very interesting.' The production of 
printing and writing paper has increased steadily and substantially. 
The increase in the output of badami paper has barely maintained 
itself. The Titaghur Paper Mills Company specialise in the pro­
duction of printing and writing paper, and badami paper is 
manufactured only to a limited extent. They have practically 
ceased the production of wrappers. The Bengal Paper Mill 
Company specialise in the manufacture of printing. paper and the 
other varieties are only subsidiary. It may, however, be. noted 
that the Bengal Paper Mills lead the other millS in the output of 
wrappers, because thereby they are better able to utilise their 
raw materials and waate is eliminated. '!hey hav~ an elaborate 
system of strainers and filters which enables them to collect all the 
refuse which is packed with the grass as it arrives at the mill, and 
this material, which would otherwise be thrown out as waste, is 
ntilised for the manufacture of wrappers. The Indian Paper Pulp 
Company produces primarily printing and writing paper and 
the Upper India Couper Mills concentrate on printing and hadami. 
ThuS, there has been a substantial increase in the output of 
the mills. 

In the meantime, the demand for paper has also increased 
considerably. Of thi~ increase in demand, the Indian Paper Mills 
have been able to capture only a part, with the result that the 
imports of paper have kept np a steady opward trend. 

We shall now discuss the present position of rates on diJIerent 
raw materlals, and thereafter review the freight on paper, both 

1. Vide, T. B. Report 1931, Para 10. 
II. Ibid, Para. II. 
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imported and local manufactures, I!o as. to have a more compre­
hensive study of !.he present position of railway transport charges 
as affecting the paper industry. 

PBESEl!TT POSITION 01' RAILWAY RATES ON RAw MATERIALS. 
THB BABIS 01' RATES 

1. GraBII 

Grass is classified as 1st. claBB railway risk in the General 
Classification of Goods'. But Special schedule rates, lower than 
the class rates, are quoted at owner's risk on different rail ways. 
The Assam Bengal Railway quotes O/Q schedule rate at O. R. on 
wagon loads (W 1100), the basis of charge being as follows :-

1 to 100 mU •• 
Plus 101 to 200 .. 

201 to 600 .. 
Above 600 .. 

PiIl~ ... mlJutod 
~"';l& 

0'200 
0·170 
0·140 
0·100 

The Bengal and North Western Railway charges OlD schedule 
rate, at O. R. in wagon loads (W 1100), on a uniform basis of 
0·250 pie per maund per mile. The Easlern Bengal Railway has 
a similar basis of charge. The B. N. Railway charges BN Iz 
schedule, at O. R. at Wagon loads (WR/300), subject to a minimum 
charge of Rs. 30 per wagon. According to the BN IZ schedule 
for !.he first and up to 250 miles the charge is levied at !.he rate of 
Re. ()-4-() per four·wheeled wagon per mile, and Re. 0-3-{) for 
extra distances above 250 miles, to.be added to the charge of 250 
miles. The E. I. Railway quotes elL schedule rate, at O. R. on 
wagon loads (W/150), with the basis of charge given below:-

Pill ~ ""'unlf 
~miIt. 

1 to 100 miles o· 380 
Plus 101 to 300 .. 0'220 

301 to 60:> .. 0.130 
Above 600 .. 0'110 

On !.he N. W. Railway, when grass is carried at O. R, in wagon 
loads, LIT, L/v, and L/W schedule rates are charged, according to 

. 1. Vide, Indian Railways General Cla .. ificalion of Goods, P. 341. 
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the conditions of carriage. According to LIT Schedule the basis' 
may be oonveniently tabulated as follows :-

I to 100 mile. 
Plus 101 to 200 " 

Above 200 " 

p" ~tDIouUd _ 

""miU. 
Be. .. p. 
o a 6 
o S 9 
o S 0 

The basis of L/v IIChedule is as follows ,­
p,,~-

1 to 100 mil .. 
Plus 101 to 200 " 

Above 200 It 

""miU. 
Be. .. p; 
o , a 
o 3 a 
016 

The L/w IIChedule has a slightly higher basis of charge. 
p,,~­

""m.z... 

1 to 100 mil .. 
Plus 101 to 200 .. 

Above 200 " 

Be.1&p. 
o 6 0 
o , 0 
030 

The R. &; K. Railway charges e/B IIChedule rate, at O. R. on 
wagon loads (W/120), on a uniform basis of 0·333 pie per maund 
per mile. 

2; Rag. 

Next to grass another important raw material used by the 
Indian paper mills is rags which we shall presently study. Rags are 
clasai6ed as 1st. class railway risk in the General Classification of 
Good& Some railways, however, quote lower rates when the 
traffic is booked at owner's risk in wagon loads. The B. B. &; o. L 
Railway quotes e/B and e/J IIChedule rates when traffio is booked 
in wagon loads (W/200 B. G., W/120 M. G., or N. G.) at O. R., the 
former lIChedule rate being applicable in case the traffic is csnied 
for distances less than 300 miles and the latter for distances of 
300 miles and ov~. The e/B lIChedule has a uniform basis of 
charge of 0·333 pie per maund per mile. The basis of e/J 
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schedule is tabulated below.:-
Pie_flU."Rci 

_milo 
1 to 150 miles 0'380 

PlU! 151 to 250 .. 0'333 
150 to 500 " 0'200 
601 to 700 " 0'130 
Above ~oo " 0 ·100 

303 

Here it should be pointed out that as the e/J schedule is 
applicable only to disiances of 300 miles and over, the rates for 
distances of Ices than 300 ·miles as coniained in this schedule do not 
apply. The B. B. & C. I. Railway authorities have. therefore, 
prepared a separate iable of these two schedules known as 
C/B/OJ sahedule. The B. N. Railway quotes elR sehedule rate 
with the basis of charge as follows :-

Pie_ma"Rci 
""mile. . 

1 to 150 mil.. 0'140 
PI.. Above 150 .. 0'110 

The E. I. Railway quoted the same cIR schedule rate. The 
G. I. P. Railway quotes C/O schedule rate; the basis of charge 
is given below:-

Pu_ma"Rcf 
_mil& 

I to 75 miles 0.300 
PI .. 76 to 400 .. 0'170 

.. Above 400 .. 0 ·100 

The N. W. Railway quotes CIL schedule rate, having the following 
basis of eharge :-

1 to 100 mil .. 
plus 101 to 300 .. 
" 801 to 600 •• 
tt Aboyo600 .. 

Pi.,... """,nd " .. mil. 
0'380 
0-220 
0'130 
O'UO 

Grass and rags are the two most impol'iant raw materials 
largely utilised by the paper mills. Imported pulp is also largeiy 
used by the mills, and this tendency has received a stimulus since 
the last few years, due to a fall in the price of pUlp. Wood pulp is 
classed as first class railway risk in the General Classification of 
Goods, without any exceptious on the different railways. Bamboo 
is also uti1ised, but railway transport is not so important in this case, 
because water transport is largely used, Besides, as adverted to 
above, the railWays concerned have quoted special station-tG-statiou 
rates to the mills whenever requested. Further, bamboo traffic for 
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paper mills is important only on BOme railwayS, and therefore it is 
needless to recount the basis of rates quoted on all tho more 
important railways here. This finishes our review of the basis of 
rates quoted by the different railways on the raw materials used by 
the paper mills. We shall now proceed to examine the actual rates 
paid by the different mills on the raw materials they use. 

RATES ON THE RAW MATERIALS CONSUMED 
BY THE TlTAGBUR ¥ILLS 

Before we proceed to analyse the actual rates paid by the 
different mills on their raw materials, it is necessary to know their 
relative importance from the standpoint of quantiiative 
consumption. The utilisation of bamboo as a raw material for the 
manufacture of paper, which was almost insignificant in 1924-25, 
has steadily increased under the stimulus of protection. The 
Titaghur Paper Mills Company manufactured about 1,841 tons of 
paper in 1930-31 from bamboo. By now the consumption must 
have increased still more. The consumption of grass has remained 
steady between 1924-25 and 1930-31, and from the trend of 
production it is clear that grass offers little prospect for expansion. 
The consumption of other raw materials, like rags, hemp, etc., has 
also remained almost steady. The use of wood pulp is increasing 
due to a steep fall in price, and its exemption from duty, as the 
Board has pointed out.1 This, in short, is the situation as to the 
raw materials consumed by the Titaghur Company's Mills. 

The E. I. R. quotes special rates on grass traffic coming to the 
Titaghur and Kankinara Paper Mills. We give below the special 
station-to-station rates on grass '(dry) quoted by the E. L R. to 
Naihati, for traffic to the aforesaid mills :­

Sial;' .. from 

Shaharanpur 
Via Ghaziabad 
&neh Road 
Naiiboobad 
Nagina 
Jawalapur 
Kotd_ra 
Dhampur 

Bale"... 
4-","'.dd 

Wagon 
R& .. Po 
79 0 0 
75 0 0 
75 0 0 
74 0 0 
7S 0 0 
77 0 0 
76 0 0 
7S 0 0 

Gaironla 
Bob",1a 
Chandauai 
;lapla 

:r'::::~h Road 
MinACho ... 1d 
Sahebguni 

Bale".r 
.f-",Wed 

Wagon 
R& .. p. 
71 0 0 
70 0 0 
68 0 0 
32 0 0 
28 0 0 
II 0 0 
21 0 0 
21 0 0 

1. .. The impoeition of protective duty on paper while wood pulp i. 
admitted duty free has naturally aeted .. a stimulus to an extended ..... 
of imported pulp. 
Vide, T. B. Report, 1931. Para. I&. 
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E
will be seen that the raHway freight from the Western Circle 

rea ill very heavy, and therefore it is not surprising if the 
nsumption of grass has not shown a proportionate increase. It 

already been shown that this area is not within the economio 
'limit of the Bengal mills, the distance being about 900 miles 
from the mills. A relatively higher incidence of railway freight 
from these stations is due to the longer distance over which 
the traffic has to pass, rather than to the higher level of the freight 
charge, because the rates adverted to above are special rates, lower 
than the ordinary rates, applicable only on the traffic passing to 
the mills. Rates from the Sahebganj area are lower because of the 
distance which is about 200 miles only. 

. Since 1934, however, the rates have been raised from some 
stations. For instance, the rate from Soneh Road has· been raised 
from RB. 75 to Rs. 83. The higher incidence of rates will be seen 
from the following table :-

Stfllioll from 

Via Ghazlabad 
Soneh Road ... 
Najibabad 
Gajroula 
Bobrala 
Cbandauai 

Bat" par Wagon. 
1933 1936 

B.. "Po 
76 0 '0 
76 0'0 
74 0 0 
71 0 0 
70 0 0 
68 0 0 

B.. .. p. 

83 0 0 
83 0 0 
81 0 0 
78 0 0 
77 0 0 
76 0 0 

The utilisation of grass, as a raw material is obviously uneconomic, 
in face ofthe growing popularity of bamboo and wood pUlp. The 
rise in the cost of transport makes it still more uneconomic. 
This change in the rates policy is an indication that the paper 
mills should draw their supplies of grass from areas in their 
vicinity. Therefore, in so far as these rates help to check the 
unhealthy competition for grass from the Westem Circle, they 
help the industry. 

Another change in the rates policy may also be noted. The 
E. L R. quoted station-to-station rates on grass from some more 
important stations in the vicinity of the mills on wagon loads 
alone, as will be seen from the foregoing table. But now reduced 
rates are available on actual weight per' maund. The relative 

B. 39 
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position will be seen from the following table :­

" Japla 
Bariarpur 
Hazaribagh Road 
Mirza Chowki 
Sahebgunj 

RaJe~ 
.rtDhald 

Wagon 
1932·33 

lis. a. p. 

32 0 0 
28 0 0 
21 0 0 
III 0 0 
21 0 0 

1936 
lis. a. p. 

031 
0118 
0111 
021 
0111 

Grass pressed when booked to Titaghur and Kankinara mills is 
charged at the following rates1

:-

Station""", RaJefJ<F StatiM/rum 1l4I.~ 
tn4tlful ,.",ma 

Ra. a. p. lis. •• p. 

Bagha 0 4. 7 Nepalgunj Road 0 6 3 
Bahraich 0 1111 lIautanW8 0 II 2 
Barahni 0 II 4. Nishanagara 0 6 II 
Harinagar 0 4. II Paehperw. 0 II Ii 
Jarw. 0 II 'I PadraUD8 o "' 'I 
Xawapur 0 II 'I Shohratgnnj 0 Ii II 
Mankapur 0 II 5 Tulsipur 0 Ii 7 
MihinplU"Wll 0 6 Ii U.b Bazar 0 II 1 
Murtiha 0 6 4. 

The traffic is routed via Mokameh Ghat, and the rates have been 
kept specially low to stimulate traffic mOving to the mills. The 
lower level of rates becomes still more clear when it is recalled that 
the traffic has to pasa over two railway systems, the B. " N. W. R. 
andE. LR. 

On traffic in rags passing via Naihati to Titaghur and 
Kankinara Mills the E. I. R. does not quote any station·to-ststion 
rates, and therefore the C!R schedull! rate is applicable. We 
tabulate below the rates based on this schedule from some more 
important towns via Naihati with. view to point out the incidence 
of freight on the traffic moving to these mills. 

1. lD minimum CODBianmenta of three B. and N. W. Railwa,. '.wheeled WI_ or multipl .. thereof, eueh 4-wheeled W __ I1Ibjec& to weiaht 
for eharge of 120 maunds each wagon. 

Vid .. Goods TariJr, E. L R. Part I, p. 337. 
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RateB fJ6f" Maund via Naihati 
1!Ur/.Vm/rrlflo Rat. M"- BtaWm!rom Ba14 

lis. &. p. lis. a. p. 
47 Butdwan 0 11 493 Allahabad 0 5 I 

241! Bhaga!put •.• 0 II 10 6111 Cawupore 0 6 3 
1170 Jamalpur 0 3 1 769 Agra 0 7 8 
113 Aoanaol 0 1 7 785 Halhras 0 7 10 
118 Sitarampur ••• 0 1 8 410 Benarea 0 4 Ii 
\l6S MokamehGhat 0 3 0 631 Fyzabad 0 Ii 6 
313 Pat.na City... 0 a 6 601 Unao Hilla 0 6 I 
393 Buxar 0 • a 8811 Meerut City 0 8 6 
273 Gays 0 a II 919 Saharaupur 0 9 1 

This statement shows the nature of railway freight charged on 
:he transport of rags COIlSUlIIed by the Titaghur and Kankinara 
1Ilills. It is not, however. claimed that the aforesaid mills do 
LCtually draw their supplies of rags from all these markets. But, 
IS the Titaghur Mills Company depOsed before the Tariff Board. in 
L925. that they collected rags from more important towns, within 
,he country. the foregoing table gives ~ fairly good idea of the 
IIllLrketing area and the freight charged. It will be noted that the 
:reight per maund per mile would work out to be a little higher in 
,he ease of rags than in that of grass. This is due to the fact that 
,he rates on rags noted above are on actual weight. while those 
In grass are applicable for wagon loads only. Further, it seems 
,hat since rags are collected from scattered sources and in amall 
ota even if special station.to'station rates were offered on wagon 
Dads the mills would not be able to avail themselves of the 
:oncession. Grass fields are more or less centralised. and even 
hough the mills have to bring grass from fields located at a 
li.tance of more than 900 miles, the average freight paid per 
naund may be lower for grass than for rags. This shoWl! that from 
he standpoint of railway freight, the collection of grass, which h811 
lOOn subjected to very severe criticism. is perhaps less costly than 
hat of rags. In fact, while the transport of grass has been studied 
o some extent, rags have been completely neglected. This is very 
mfortunate. No one who has a fair knowledge of the Indian 
I8per industry can deny that rags constitute to this day one of the 
nost important raw materials of paper manufacture in this country. 
With the exception of bamboo, which is yet in ita experimental 
ltage. if grass occupies the first rank amongst the primary raw 
uateriale. rags are next in importance. That the railways should 
Inoourase the 'movement of traf!io in rags cannot be denied. 
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Railways have quoted schedule rates. lower than'the cJa£s rates. as 
adverted to above. and hence they are free from any charge that the 
interested parties may endeavour to advance against them. The 
difficulties that exist can be partly reduced by improving' the 
syatem of collection. Besides. it should be noted that there are 
two most important markets. Calcutta and Bombay. which supply 
the mills with rags and waste paper. and the freight works out to 
about Re.0-1-5 and Rs.1-O-9 per maund respectively. We shall 
next examine the railway freight on raw materials consumed by the 
Bengal Paper Mills Company's factory at Ranigunj. 

The Bengal Paper Mills bring their grass supplies from the 
Eastern Circle areas. United Provinces and the Central Provinces. as 
noted·elsewhere. The railways carrying this traffic have co-operated 
and have quoted special station-to-station rates from the more 
important areas. The statement given below shows the station-to­
station rates quoted by the E. I. R. hi co-operation with the 
B. & N. W. R .• and N. W. R. 

Rates 011 graBB (dry) to Raniguni. B. P. Mill Siding 

From 

lIabr.l. 
Chandauei 
Gajraula 
Via Ghazi.b,d 
Hazaribagh Road 
Garwha Road 
J.walapur 
Katdwara 
Via Lucknow 
Mirza Chowki 
Via Mokameh Ghat 
Nagina 
Via Naini 
Najibabad 
Sahebgunj 

Rate per Maund Rate pet Maund 
(Wagon Load) Fr&m ( W &gon Load) 

Rs. a. p. Ra. a. p. 
0611 Dagobo 0'6 
o 6 9 Dahraich 0 6 10 
061 Darhni 0113 
o 6 6 }larinagar 0 , • 
o 2 0 Jar... 0 6 6 
o II 8 Xaw.pur 0 6 8 
o 8 8 Mankapur 0 6 4 
o 8 8 MihiDpurwa 0 8 II 
o • II Murt.iba 0 8 3 
o II 1 N epalgtJDj Road 0 8 • 
o II 1 Nantanwa 0 6 1 
o 6 3 NiBbanogar 0 8 4 
o 3 7 Pachperwa 0 6 , 
o 8 4 Shohrutgunj 0 6 , 
011 TulBipnr 066 

Usb Bazar 0 6 0 

In this table we have included the Western Circle areas also 
because the railwaya allow special rates even from these despatching 
stations. although the mill does not draw its supplies from that 
circle due to longer distance and consequent higher freight charge. 
But the fact that the railwaya quote low station.to-slation rates 
lIPows that i~ the event ?f scarcity of grillS In the fields near by, 
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~
mill can with ease draw its grass supplies from that area instead 

f stopping work. This is indeed a good facility. Another import­
t featnre of the foregoing table is that in respect of railway 

rt facilities, especially in the areas referred to therein, the 
, . gnnj Mill is in a position almost similar to that of the Titaghur 
land Kankinara Mills. But, here it may be noted, as we shall show 
in detail later, that the Ranignr.j Mill draws its grass supplies from 
Nagpur fields, which are decidedly more suitable in matters of 
railway freight than the Weatern Circle areas. 

Rates from some important fields, via Asansol. (or Sabai grass 
carried to RanignDi Bengal Paper Mill Siding, work out as follows :1_ 

Statw./rofA llnk StGtiart/rom llnk 

A.nDupur 
Bi .. inghpur 
Chandia Road 
Jaithari 

Rs. a. p. iIs. a. p. 
66 0 0 Jenapnr 61 0 0 
74 0 0 Pendra Road 62 0 0 

• 77 0 0 Talcher 70 0 0 
. 65 0 0 Umaria 76 0 0 

To these rates m nst be added the freight from Asansol to Ranignnj 
Bengal Paper Mill Siding which is 11 pies per maund. It will be 
seen that the freight charge is substantially high, and the mill 
cannot be said to have any natural advantage in respect of grass 
from these fields. It is in the interest of the millB to get their grass 
from the fields nearer to the sites. . 

The E. I. R. quotes station-to·station rates lower than the 
schedule rates on traffic in rags,passing to the Bengal Paper Mill 
Siding from the under-mentioned important stations :"-

Cawnpore 
Allahabad 
Aligarh 
UDao Mill. 

Rs. a. p. 
0114 
043 
o 7 1 
0114 

Similar reduced rates are available for unserviceable ropes and 
cuttings from some importan& centres as tabulated below :"-

Ccwnpore 
Allahabad 
Aligarh 

1. These rat .. are per WagoD. 

t. W/200; L. . 

Rs. a. p. 
.... 0 II , 

043 
071 

3. These rat .. are available in wagon load.: W/300; and thelosding and 
unloading to be dODe by the consigDor and consign ..... peetivel;V. 
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THE UPPER INDIA COUPER MILLS 

Let us next take up the Upper India Couper Paper Mill. having 
grass and rags as its primary raw materials. The utilisation of 
bamboo is unknown to this mill. The use of wood pulp has been 
taken up only very recently because of the fall in price.· The. 
consumption of grass has not shown any increase. although there 
have been wide fluctuations in the quantity consumed from year to 
year. The use of wood pulp has gradually Increased. The con­
sumption of other raw materials, like rags, has remained fairly 
constant, about 74% of the total paper being manufactured from 
these materiaIs, as agaiust about 15% from grass, and 11% from 
wood pulp. 

The E. I. R. quotes special rates on grass as well as raga. The 
station-to-station rates quoted on grass from some more important 
despatching stations are given below :'_ 

Station from. lIate Po' mallM StaWm from 

H ••• ribogh Road 
Mirza Chowki 
Sahebgunj 
Via Naini 
Haradwar 
JawalapW' 

Rs. a. P-
034 
0411 

·0 " 3 
013 

03" 

Bhagalpnr 
CoJangnnj 
Ghogha 
Piripint.i 
SaboW' 

} O· , I 

It will be seen that the Couper Mill is more favourably located In 
respect of its grass supplies than either the Titaghur or RanigunJ 
Mill. Even as regards the Western Circle areas, it commands a 
better location than that of the other mills. The only serious 
disadvantage under which it labours is its low annual output. 
This has far-reaching effects. Due to lower output, its demand for 
the raw materiaIs is less, and therefore it has to collect or purchase 
on a smaller scale. On the contrary. the Titaghur Paper Mil1s 
Compauy, with its two mills, having a larger output, comes to the 

C market in a etronger position, and makes purchases on a larger­
scale, and neutralises thereby the advantage of location which the 
Couper Mill possesses. In fact, the Titaghur Mills Company drove 
out the Couper Mill from the N epalgunJ grass ares, as noted 
elsewhere, due mainly to its stronger position and the consequent 
better purchasing power that it commands. All this shows that 

1. Theae rata are quoted via Lnckncnr for traffic to lIadshaDagar and are 
applieable on ......... load .. 
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ilie freight adwntage which ilie Couper Mill possessee, as revealed 
by the foregoing statement, should not be pressed too far. This 
fact has a further significance. It shows that even if the railways 
offer special transport facilities by quoting reduced rates, they may 
not be able to develop traflic, due to deficiencies in organisation of 
the industry or in other spheres. In other words, the reduction in 
transport costs by itself cannot help the development of the 
industry; there should be an all-round efficiency. Transport cost 
constitutes only a part of the total cost of production. . 

Rags are collected from the more important towns in the 
United Provinces, the Punjab and the Central Provinces. The 
statement given below shows rates from some importsnt collecting 
centres:-

Rate8 lJ6f' maund 
Mila Station /ram Bat. Mila StalMn frl1l1l Bot. 

Rs. a. p. Rs. a. p. 
48 *Cawnpore 0 010 1119 Hathr .. 0 II 8 
49 *Rai Bareli 0 011 265 Khnria 0 3 1 

238 *Aligarh 0 II 1 290 Ghaziabad 0 8 3 
*Etawah 0 1 9 303 Delhi 0 3 Ii 

81 *Fyzabad 0 1 1 187 Bona ... 0 II 4 
*Shahagnnj 0 1 9 166 Jaunpor 0 II II 

125 Allahabad 0 1 9 205 Moradabad 0 II 6 
181 Mirzapur 0 II 3 286 Meerut City 0 3 3 
233 Farnkhabad 0 II 9 306 Hardwar 0 3 Ii 
180 Firozabad 0 II 3 322 Saharaopor 0 3 7 
203 Agra City 0 I 6 

Freight on rags is also cheaper as compared with that of the 
other mills due primarily to its location. It commands a central 
position in catering for the important towns noted above. This 
advantage of location becomes still more importsnt in marketing 
paper, particularly in competition with the foreign imports, as will 
be shown later. In short, from the standpoint of railway transport 
the location of the mill is favourable, but it cannot be too strongly 
emphasised that its lower annual output is a very serious handicap, 
which neutralises much of its transport advantage in competition 
with the other mills. 

THIll DECCAl!I PAPER HILLS COMPANY 

We shall now examine the freight paid by the Deccan Paper 
Mills Company, on the raw materials consnmed by the Reay Paper 

( • Theae are etation-to-station rat .... ) 
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Mills, near the Hadapsar Railway Station. It has already been 
stated that rags constitute by far the most important part of the 
raw materials used by the mill, and therefore, we tabulate below a 
few rates from important towns on the G. I. P. Railway to show the 
nature of freight which the milia have to pay. 

RateB per Maund via Poona 

Mila Stalion from Bak Mila StaJ.w.. fr"'" lluk 
lis. a. p. lis. .. P. 

101 Thana 0 2 4 311 Bhnsaval 0 6 4 
166 Sh,lapur 0 3 3 655 Nagpur 0 7 10 
172 Nasik Road 0 3 4 345 Burhapur 0 5 9 
142 Belapur 0 II 11 288 Kbandwa 0 6 5 
266 P""hora 0 4 8 555 Bhopal 0 7 10 
296 Jalgaon 0 5 I 650 JubbuJpore 0 8 8 

The rates are subject to the minimum charge of Rs. 10/- per 
4-wheeled wagon used. There are siding charges which are levied 
in addition to the above rates. Further, the charge from Poona to 
Hadapsar has to be added. Bombay, which is the most important 
centre supplying rags 10 the mill, has not been included in 
the above table because the G. I. P. Railway quotes special station­
to-station rate of Rs. 45/- per wagon from Bombay to Hadapsar. 
The capacity of the wagon is 16 tons, but, we are inlormed that it 
can hold only about 11 tons of the material'. But even at this 
loading capacity the concession offered is in fact substantial 
Bombay is the only station from which stBtion-to-station rates are 
quoted to the mills. In this respect the G. I. P. Railway presents a 
great contrast as compared with the E. I. Railway. As adverted to 
above, the E. I. Railway quotes reduced station-to station rates from 
important collecting centres to the milia on ita lines, but the G. I. p. 
does not do so. Again, the relative level of rates on the G. L P. is 
higher than on the E. I. R. For instance, whereas the freight from 
Mirzapur to Couper Milia via Lucknow, for 181 miles is Re. 0-2-3 per 
maund, that from Nasik Road, via Poona is Re. 0-3-4 for 172 miles. 
Thus, the charge for a lower distance is about 50 per cent higher. 
This higher charge is partly due to the hilly nature of the 
country to be traversed, but the fact remains that the G. L P. 
charges higher rates. This is a very serious handicap for the 
development of the milL Siuce the mill has to pay about 50 per 

1. IDformatioD ... kindly supplied by the Deccan Paper Hi1II u,mpaDJ. 
Poona. 
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fent higher freight than the other mills on its important primary 
raw material, it is obvious that the area from which it can draw ilS 
supplies is considerably restricted. This limits the output of the 
mill and raises the cost of production. To remove this handicap, 
it may be snggeated that the G. I. P. should quote station-to-station 
rates, lower than the schedule rates, from the more importanti 
towns on its own lines and on the B. B. & C. I. R. 

In addition to rags and gunny pieces, the mill also uses waste 
paper which is brought from Bombay Bnd Madras. The value of 
the material varies from R8.15 to &S. 80 per ton f.o.r. Bombay. 
The railway freight from Bombay to Hadapsar station is Re. 0-4 11 
per maund, which amounts to Rs. 8-6-0 per ton. The freight from 
Madras to Hadapsar is Rs. 1-0-9 per maund in wagon load 
consignments, the minimum weight being charged at 300 maunds 
per wagon. Wood pulp is imported and the railway freight from 
Bombay to Hadapsar is Rs. 0-4-11 per maund on actual weight. 
There are no wagon load rateS. Coal is brought from C. P_ and 
Bengal. Railway freight from C. P. collieries is Rs.7-10--0 per 
ton and from Bengal collieries it comes to Rs. 13-14-0 per ton. 
Chemicals and stores are purchased from Bombay and the railway 
rates to Hadapsar work out as follows ;-

ArlW.. l/at.~ma .. fld 
l!& L p. 

Sulphate of Aluminia, Rosin, China Clay 
&; Farina ... 0 4 11 

Call8tic Seda, Bleaching Powder, and Soda 
Ash 064 

Silieate of Soda and Formalin ... 0 11 8 
Anniline ColO1ll'll 0 4 6 
EnKineering Store. 0 4 11 

Before we close the study of railway freight on raw materials 
paid by the Indian paper mills, something needs to be said about 
the rates on bamboo, which is consumed primarily by the Indian 
Paper Pnlp Company'imill at Naihati, and of late by the mills of 
the Titaghur Paper Mills Company. In the year 1930-31, 
Titaghur and Kankinara Mills manufactured about 1,842 tons of 
paper from bamboo. The A.B. and E.B. Railways quote combined 
station-to-statiou rates to these mills from more important stations. 
In addition there are reduced seasonal rates quoted by the railways 
which are very useful to the mins. This, in short, is the position 

II. 40 
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of railway rates on the raw materials consumed by the mUis. We 
shall next examine the rates on paper. 

RATES ON PAPER CONSUMED IN THE COUNTRY 

In the foregoing pages we have outlined in detail the present 
positiou of the industry and total consumption of paper In the 
country. Thereafter, the internal production, or, the output of 
individual mills has been studied with special reference to railway 
transport. It now remains for us to examine the freight paid on 
marketing the output of the different mills, and on the imports of 
paper from foreign countries, so as to understand the relative 
position of the indigenous industry and the imports in matters of 
railroad transport facilities. This line of treatment is necessary, 
because the Indian mills have complained of preferential rates on 
the import traffic. The Titaghur Paper Mills Company complaining 
against this sort of unfair discrimination submitted: .. It will . 
hardly be credited. but it is a fact that, as late as 1913, there was 
an enormous discrimination in favour of the importer. Railway 
rates on paper from Howrah are considerably lower than from the 
mills in the neighbourhood of Calcutta, while when despatohing 
paper to Cawnpore, Delhi or Lahore, the mills had to pay no less 
than 60 per cent more freight per maund per mile than did the 
Bombay and Karachi importer. As an example of this unjust 
discrimination, we may quote rates to Jubbulpore, which are, 
from Bombay, Re. 0-9-6 and from Naihati Rs.1-3-O permaund: 
the distance from Naihati is 16 per cent greater than from Bombay 
and the freight charge is 100 per cant.'" On being asked by the 
President to give further information, Mr. Carr of Messrs. Balmer 
Laurie & Company, Managing Agents of the Bengal Paper Mill 
Company, gave the details of railway freight to Lahore, as paid by 
the importer and by the Ranignnj Mills. While the rate from 
Ranigunj to Lahore for about 1.200 miles was Rs. 60 per ton, that 
from Karachi to Lahore for about 725 miles was Rs. 26-11H>.· 
This was the condition then. The task set before us to find out as 
to how far this preferential treatment is the constituent element 
of the railway rates policy as pursued at present. We shall also 
study the marketing conditions and endeavour to point out the 
incidence of rail way rates on the movement of traffic. 

1. Vide, Indian FiscaJ Commisaion, Evidenco Vol, II, Po 391. 
I.. Ibid, p. 895. 
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The Titaghur Paper Mills Company sells its ontput throngh. 
out India, including Burma. 1 The approximate quantity of paper 
sold in dill'erent markets, as submitted by Sir W. Carey in his oral 
evidence before the Board" is as follows :-" 

Delhi and the Punjab 
Calcutta 
Bombay 
South India 
Bnrma 
United Provinces 
Genoral Mofwlail 
Government aDd Rail way (inclnding Pronnci&l 

Governments) 

PfIr..m 
10 
23 
8 
Ij 

Ii 
II 

11 

38. 

These are the averages for a certain number of years. It will 
be seen that Calcmtta is by far the most important market, consum­

. ing as it does about 23 per cent. of the total output of the Tilaghur 
and Kankinara Mills. The importance of the Calcutta markel; is 
equally great to other Bengal mills as well. 8 The Calcutta market 
and the purchases made by the Government and Railways together 
account for more than 60 per cent. of the total annual production 
of the Company. Next in importance is the Punjab area, with 
Delhi as its distributing centre. Consumption in the towns near 
Calcutta is about 11 per cent. . Bombay consumes about 6 per cent 
of the aggregate production. Burma and South India each 
consume about 5 per cent. The United Provinces ranks last, 
because the Upper India Couper Mills are more advantageously 
located. in supplying this ares. 

A critical study of the tarill's of the Indian railways revesls 
that special provision has been made in matters of railway rates 
for traffio from internal mills, and that there is no room for the 
old suspicion of· preferential treatment, adverted to above, which 
popular opinion still seems to foster. Lower rates in wagon 
loads are quoted from the mills to more important consuming 
markets. This is especially true of the railways which serve the 
mills. To take up the Titaghur Company's mills, we find that the 

I. Indiall Torilf Board on Paper, 1925 : Evidence Vol. I, p. 249. 
t. Ibid, p,' 360. 
8. Th .. e rates are applicable only on traffic booked by the Naihati, Tits­

ibur .~d Kankina .. Paper Mills. 
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E. L B. quotes apecjal IIIatioD-to-IIIa1ioD nt.Ee via Naiha&i &0 more 
imporianl ceDkeB • tabulated below :-

Ral. f¥I' Maund /rorA and Vila J,"oo7lGla" 
J(w- sw.o... .....,...,pw F_..., 

Ka.LP. h.LP. 
145 Bhaplpar ad Via 0 I 10 0 I I 
173 Ga,a 010 050 
410 lIeDuoa CaDtaamai 0 7 I 0 I I 
493 AlJ&ba1.d ad Via 0 'I' 5 0 I I 
III ea .. _ 0 • I 0 'I' 8 

Kandab..t 0 II I 0 10 I 
769 ...... ett,. 011 'I' 0 • 8 
_ AhprIo 0 11 I 0 10 1 
88S K_Cit7 011 I 011 1 
883 Delhi 0 II I 0 11 I 
818 SUanapar ..... 'Iia 0 14 I 0 11 11 

II will be __ th&& OD wagon ad mDSigmnena freight 

00DeE9Bi0D is in fad IIDhstantillJ, and help! the lIWlllfaet1U'enl 
in marketing their output, especiaJly in competition with the 
imported traffic which does not ge& the ~ 01 reduced nUll. 
Of _ there ue. few reduced nt.Ee quoted on imported "traffic 
&0 centres" like Delhi, Agra, lleeni City and Sahannpur. etc:., 
but the fad remUlI8 th&& the ralt!il ue faYOunbJe &0 internal 
trafIic. Let us mmpue tht!i18 speaiallllatioJHo.tlla ... quo&ed 

from and via Naihad on ~ lDIiDufaetured by the mi11a with 
the clam zalal charged CD impoded paper from Hown.h. We 
aha1l1ake the cue 01 the BbagaIpur IIUII'keL 'Ihe nte from and 
via NaiJWiis Re. CHl-IO OIl aetuaJ weight aod Re. 0-3-Jon '"8OD 
bds, w~ from Hcnrzah the charge ia Re. 0-+-10. Similariy. 
to Ga,. the local nte ill Re. 0-+-0 CD aetuaJ weight and Re. IrH 
CD wagon Joada, while the im~ hM &0 JJa7 Re. o-ID-ll. E_ 
-.king aD a11o ..... ce for the diataDce, it ill dar th&& the interDal 
1. no- _ ... 8ppticahJe .IT _ .... baobcI lIT &lie li'ailIaU. 

TiIach- ad KaakiIoda r..- Killa. 
I. TIle l'IIIIaaI_.aoted "- BowraJo ... : 

S&aIiaa... !:h! ": SWica ... =: ~ 
DoIbi 1 • 8 1 0 1 K_CitT 110 I 1 0 0 
r .. Delhi 1 8 0 0 II 10 Sdanaopv 1 10 10 I 0 4 
r .. DoIbi Soai-

JIohilJa I. 0 15 II Via Sdanaopvl 10 1 0 
I_BridpA 
~Cis7 I. 8 I 0 I 



PAP .. au 
tnI!ie .. a alear Id--. _ &he lmpmier. ne _ .. \he 
_ wI\h &he loDe clWaDee tn1IIe. E_ bl \hole emirs where 
the impor&ed tn1IIe pie the 1d'ftDla8e of PJrt eompeUtiDD. IJl. 
tenW tnI!ie .. a "Wive IdftDllop. I'ar m.taa.. &0 -'nil 
Jib Acno DehJl. K-u ad SahanDpar \he imparten PAT 
Ba.1+8, Ba.1-9-0. Ba. 1-1~2. uul Ba. 1-1~10 reapect.inlJ' 
1Ia& &he load JaD~ booldDa from ad 'ria Nalhad line &0 
PAT ftlTlow charpe. • will he _ from &he fantroiDc table. 

It -. howeftr. &baa ~ redlldiou bl ..... end 
OD &he truIport of pa~ _ufachued bJ' &he \he load milla 
do DO& aireS &he .niDa pricIL Aa Sir W. CueJ' IIid - Ia 
paper freiah& .. &0 _ ateD& ... naher &0 a mw:h _ eDeat,. a 

ecmsidentioa "- of Ita oompuatiTeJJ' IIIIall bulk...... PrIc. 
bl &he -n& .... ~ bJ' \he im~ ad &henfore aD 

eqaaliatloa of priDee bl &he paN. well • u~u, marbta 
hu ben deded. No doab&, \here .. _e cIitf_ bl prloeI. 
1Ia& " .. m-.idenbJe. uul freiah& cmmo& he llid to play aD 

ImportaDl ... \henlD. U &he India milla do Do& raliIe hlp. 
priDee bl &he upcoGD&r:r maritetll &he pheuom_ Ie Do& cWIIClill 
&0 apIa\D I " Ie due &0 toreip ccmpe&Uicm. WUh an \h_ 
-a- ID \he orpnlatioa of &he IadiaD paper bld..,..1& 
Iboald 110& he flll'lOUeD &baa &he ~ bl nI1way rats 
IftII&ed &0 local milia .... appnelable aDd facillt8le the _ketiJla 
of~. 

ne B. L B. .. railed the rates __ 19M. boUa OD -.:hIal 
weigIU aDd bl ....,. -.u.. wiD he _ from &he foIlowiDa 
table:-
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This change in the rates policy is probably due to the fact that 
with the reduced rates hitherto available, traffic did not increase, 
because as pointed out by Sir W. Carey, railway rates do not affect 
the prevailing price level which is determined by foreign 
competition. If so, the railway authorities will get better receipts 
without any adverse effect on the industry. 

Other local mills enjoy similar concession rates which are not 
available to the importer. The Bengal Paper Mill Company's 
factory at Ranigunj gets reduced rates both on actual weight and 
on wagon loads as may be seen from the statement submitted 
below1 :-

.Actual Wagon .A<It1al Wagon 
Station e. weight l.ad BtCJIion to v.ighl load 

R& .. p. Ro. a. p. R& .. p.R .... p. 
JlbagaJpur } Delbl 011 10 o 910 
G.ya o 310 0 3 2 Sahar&DJ)ur 012 9 010 8 
Mangbyr M •• rutCity 011 10 0 910 
COWlJpore o 7 8 0 6 0 Jubbulporo 0 9 2 0 7 8 
AllAb.bad o 011 0 411 llombay nU 1 , 6 

When we compare the rates paid by the Ranigunj Mill and the 
importer and also the rates paid by the Naihatl and Titaghur group 
ef mills, the most obvious conclusion which emerges is that the 
Ranigunj Mill has a freight advantage in the nearer as well as up­
country markets over all others, excepting the Upper India Couper 
Mills, as we shall point out later. Thus, for instance, to markets 
nearer Calcutta like Gay&, freight from and via Naihati is Re. 0-6-0, 
from Howrah Re. 0-10-11, and from Ranigunj Re. 0-3-10 per 
mauud on actuaI weight. To Cawnpore, rates from and via 
N aihati are Re.0-9-2, from Howrah Re. 1-6-9 and from Ranigunj 
Re. 0-7-8 per maund. To Delhi, likewise, Ranigunj Mill has an 
advautage because freight from and via Naihatl is Re. 0-13-3, from 
Howrah Rs.1-!H) and from Ranigunj Re. 0-11-10. It does not 
come as a surprise to note, therefore, tbM whereas Titsghur 
Company's mills are hardly able to sell about 23 per cent. of their 
output· in these areas, the Ranigunj mill disposes of more than 
40 per cent. No doubt the total quantity sold by the Titaghur 
Company's mills in these areas i8 greater than that of the Ranigunj 
Mills, but what we intend to emphasise is that the freight 
conceEon granted by the railways facilitates the marketing of the 
paper of the local milL 
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In this case also the rates have been raised since 1931, as will 
be seen from the following table :-

Ra(ea for Ranigunj B. P. M. Siding 
Bloiitm ,. ,Ad"'" "';g/ol W .. gonloGll. 

Ro. ... p. R& .. p. 

ift;.h 012 6 
o iii o 1210 8 

Allahabad o 8 6 o 7 1 
BareiUy 012 0 010 0 
Ccr..wnpore o 10 I 0 8 6 
Delhi o 13 11 011 7 
Forukhobad 012 8 010 7 
Gol'" 0 6 0 0 9 \I 
Luoknow o 911 0 8 3 
Meerut City 01311 011 7 
MOl'&dabod 012 8 010 7 
P.tua o 6 10 o '10 

Stalion·to-station rates 1U'e a160 available for traffio to markets like 
Bombay, Poona, Jubbulpore, etc. To Bombay and Poona, the rate 
is Rs. 1-&-4, and Rs.1-6-6, per maund respectively on wagon 
loads. The concession offered by these rates becomes apparent 
when we compare them with the rate from Howrah to Bombay on 
the imported traffic, which works out at Rs. 1-10-3 per maund on 
wagon loads and Rs.1-14-/i per mauud on actual weight. 

The upper India Couper Mill does not get the railway 
transport facilities in the form of reduced rates on the despatches 
of paper in actual weight as enjoyed by the Bengal Paper Mills, 
adverted to above. The reduced rates are available only on wagon 
load consignments, unlike the Bengal Paper Mills which enjoy 
collcession rates both on wagon load consignments and on actual 
weight. However, before discussing the effects of this most obvious 
discrimination by the E. L R. on the movement of traffic from the 
mill, it is necessary that the reduced rates granted on wagon load 
consignments be noted. 

N."Ieago St.u. .. to 1I<l1o Ni/eag. Station to Rat. 
Bs. a. P- Bs. B. p. 

203 Agra City 0 4 4 303 Delhi 0 6 9 
238 A1igarh 0 410 286 Meerut City 0 6 6 
126 Allababad 0 3 2 203 Morad.bod 0 4 4 
130 Via.Naini 0 3 3 330 Patu, Junction 0 6 0 
187 Benarea Cantt. 0 4 I 336 Patua City 0 6 1 
466 Bhngalpore 0 7 4 Bampur 0 4 1 
326 Gaya 0 8 0 322 Saharanpur 0 611 
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It is interesting to compare these rates with those quoted from 
the Bengal Paper Mill centres, e. g. from and via N aihati. The 
rate quoted from Naihati to Bhagalpur for 245 miles is Re. 0-3-10 
per maund on actual weight and Re. 0-3-2 on wagon load consign. 
ments ; but via Lucknow to Aligarh for 238 miles the rate quoted 
is Re. 0-4-10 on wagon loads. Thus, the reduced rates available to 
the Upper India Couper Mill on wagon load consignments are 
higher than the rates quoted to the Bengal Mills on actual weight 
consignments. This sort of discrimination is undesirablq as it 
seriously handicaps the marketing facilities of the Couper MilL 
Besides, it needs to be pointed out that the reduced rates quoted on 
the wagon load consignments from Badshahnagar are utiJised only 
to a limited extent, since the larger part of its despatches are in 
consignments of smaller size, and· therefore, if these reduced rates 
were available without any conditions as to the size of the consign­
ment it would do yeomen service to the mill. 

Since 1934, a new scale of rates has come into force, as will be 
seen from the following table:-

Rates per maund on Paper 
ViIJ Ludm"",'" 

Actual weight 
O.R. 

Bonar .. Cantonment 0 II 1\ 
Bhagalpur 0 9 6 
Cawnpore 
Delhi 0 7 7 
Farukhahad 0 6 0 
Gaya 0 7 6 

- Hatbru 0 /;10 
Meerut City 0 611 
Moradabad 0 Ii 6 
Paw City 0 7 8 
Rampur 0 Ii 1\ 
Saharanpur 0 7 6 
Aligarh 0 6 1 
A1ll1habad 0 • 1 

Wagon looda 
0.& 

0 • • 0 711 
0 1\ 0 
0 6 4 
0 6 0 
0 6 3 
0 410 
0 /; 9 
0 , 7 
0 6 /; 

0 4 • 0 6 3 
0 6 1 
0 3 II 

One important feature to note in this connection is that hitherto 
station-to-station rates were available for traffic moving from this 
mill only on wagon loads. But now reduced rates are also quoted 
on actual weight, though the general level of rates has been raised. 

In short, there has been a very remarkable change in the rates 
policy of the E. I. R.. as demonstrated by the recent changes in the 
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rate structure; rates on traffio moving from local mills have been 
raised. This has restricted the facility of lower rates hitherto 
available to the local mills. Imported traffic has also been affected 
by this change in policy, for reduced station-f.o.statiori rates, which 
were available for traffic moving from Howrah both on actual 
weight and in wagon loads, are now available only on wagon loads, 
the former concession having been withdrawn. Further, the 
rates on wagon loads have been raised, as will be seen from the 
following table :-

Ratu j)6f" Maund from Howrah to: 
F~r" P ...... lr .. 

Delhi" 101 1811 
Meerut City 1 0 0 1 10 II 
Soharanpur 1 0 4 1 10 10 

Thus, so far as the relative level of rates is concerned the local 
mill manufacturers have no cause to feel uneasy. 

The Reay Paper Mills at Hadapsar are served by the G. I. P. 
Railway. There are some special station-f.o.station rates quoted by 
the railway, but they cannot be compared with the facilities given 
by the E. I. R. to the Bengal Paper Mills. This affects the market­
ing arrangementa of the Reay Mills, especially because it has to meet 
the competition of the imports. It has neither the advantage of 
reduced rates enjoyed by the Bengal Mills nor the protection from 
foreign competition which the Couper Mill enjoys. We give 
below the freight paid by the Reay Paper Mills to more important 
markets:-

SIolitm 10 lIat4 Slatiml 10 lIat4 JI/aIioll 10 lIat4 
Rs. L p. n .. a. p. Rs. L p. 

Bombay 0 & 4 Ajmer 1 D 1 H,derabad o III 0 
Delhi 1 0 1 Ludhiana I 10 I Secunderabad Olil 0 
Cawnpore 1 1 10 AlW,abad 1 1& 4 Bangalore 1 6 6 
Gwalior 1 0 0 Kotah 1 1310 Bezwada 1 6 1 
NBBik 0 7 0 Ahmedabad 1 0 1 Guntur 1 8 4 
Jalgaon 011 I Baroda 01311 MJBOre 1 8 1 
Yeotmal 1 311 Surat 011 1 Trichinopoly 114 & 
JubbuJpore 1 7 8 Rajkot 1 3 8 
N88Pur 1 4 3 Sholapur 0 6 8 

Bombay is the" most important market, and here the importer 
has a clear advantage in as much as he has to pay nothing by way 
of railway freight. From the foregoing statement it will be Been 
that markets in Southern India are advantageous to the mills, 

B.U 
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since the freight-from the port to the markets is higher than that 
from the mill Bnt in these markets the demand is limited 
to small quantities and is for varions kinds of paper. In the 
centres in Upper India. like Cawnpore. the Conper Mill and 
the Bengal Mills have an advantage in the form of lower freight. 
The same is the case with the markets in the Punjab. -This leads 
us to the conclusion that the Reay Mills have to' sell a greater 
part of their ontpnt in markets where they have no freight 
advantage. 

From the foregoing discussion it will be seen that the railway 
rates are on the whole favonrable to -the local mills. and the 
popnlar criticism of rates policy is no longer jnstified. The 
special station-to-station rates which the railways qnoted on 
the import traffic in pre-war years. denying similar facilities to the 
local mills. have fortnnately become things of the past. Per contra, 
the rates position to-day is just the reverse. While the local Mills 
are qnoted Special station-to-station rates to more important 
consuming centres. both on actna! weight and on wagoD, load 
consignments. the imported traffic gets the concession only to 
a few markets and that too dne to port competition.' This has 
helped the mills considerably in marketing their outpnt and gives 
a substantial protection against the competition of the importer. 
Thus. the railway rates policy sopplements the policy of 
discriminating protection. We should not, however, be nnderstood 
to convey that the present policy is perfect in all aspects and that 
it needs no corrective. Far from it. There are many defects 
which need to be removed as adverted to above. In short. 
we appreciate the attitnde _taken up by the railway authorities, 
especially the E. I. R. and hope that they would with courage 
pursue the policy, making the necessary improvements 80 as 
to encourage the development of our trade and industries. 
Besides, they should pnrane a similar policy in respect of other 
industries as well. 

The mannfacturers on their part should make the best use 
of these facilities by improving their teohnique of prodnction and 
marketing arrangements. For the present we are not concerned 
with the technique of prodnction, but it needs to be pointed 
ont that an nndne reliance npon the raw materials, which are 
costly and have a very limited. scope for development, raises 
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the cost of production and neutra1ises the effects of the protective 
tariff and the sympathetic rates policy. Thus. the scramble for 
sabai grass. with its concomitant.s of high transport costs and 
royalty. should be removed by· mutual agreements between the 
manufacturers to the advantage of all concerneg." The competition 
inter se of the local mills. both in respect of the· purchase of 
raw materials and the marketing of the finished products, should be 
put a stop to.' This would mean a substantial eoonomy in general 
costs, particularly of railway transport; waste would be 
eliminated. We shall now brieflysnmmarise our conclusions. 

SU;'UU,RY OF 'CONCLUSIONS tp 
1. The per capita consUmption of paper in comparison with 

other conntries of the world is deplorably low and if Gladstone's 
dictum that • the consnmption of paper is the measure of a 
people's culture' is correct. India requires a highly developed and 
specialised paper mill industry. 

2. Bnt the study of the organisation of the Indian paper millS 
reveals that they supply only a part of the demand for paper and 
the deficiency is made good by imports from foreign conntries. 
Besides, as the Indian Tariff Board recorded, even with the 
development of the paper indnstry, India would not be able 
to become self-sufficient and a part of the supply will have 
to bl' imported. 

3. Production of Paper is centralised in Bengal and therefore 
the cost of rail way transport, both on· the collection of raw 
materials aDd the marketing of the finished product. is a very 
serioUB handicap, which raises the cost of production to a level 
appreciably higher than that in other countries. 

4. Thanks to the railway rates policy as pursued at present 
this natural handicap is being minimised. 

-5. . Bnt the manufacturers on their part should improve their 
marketing arrangements, and the spirit of mutual mistrust and' 
jealousy shonld be replaced by one of co-operation and co­
ordination; the watch-word for t'he fnture "needS to be efficiency' 
Bnd economy. ' 



CHAPTER IX 
,/ 

THill NmlllD :rOB A NATIONAL POLICY 

In the foregoing pages, a theoretical and analytical snrvey of 
the railw!,y rates policy as affecting the trade and industries of 
this country has been presented. Separate chapters have been 
devoted to the study of rates in relation to selected trades, and the 
main conclusions brOUght out by the analysis have been summaris­
ed at the end of each of them. In this chapter an attempt wilI 
be made to state the broad conclusions based on this detailed study. 

"'INDIVIDUALISTIC POLICY 

[The most striking feature of the railway rates policy as dis-
9USS'!d in the preceding pages is the individna1~cy pursued 
by the Indian railways. Doubtless, it is difficult to visualise the 
damage caused by the policy to the industrial development of this 
country. Much less wilI it be possible to assess precisely the 
harm done to individual industries. However, in the body of 
the book we have endeavoured to point out in broad outline. how 
this policy a1Iects the trades concemed with numerous iIInatrations 
in support of our remarks. The detailed data which we have 
collected unmistakably demonstrate the injurious e1Iects of such 
a policy, and call for an urgent enquiry~ ~iCY might 
have had some justification when the Indian railways were owned 
and managed by ComPanies, and the Government of India could 
not exercise adequate control over their rates policy; but the 
continuance of the same policy now that the nationaIisation of 
Indian railways has been accepted both in theory and practice it 
hardly defensible. As has been frequently observed in the course of 
the present study, even those lines which are directly managed b:r 
the Rail way Board are treated in matters of rate making as separate 
systems, and in through booking a consignment cannot avail of the 
telescopic rates on the total distance traversed, if it travels over 
more than one railway. It will be recalled that a distinguished 
official of one of the great Indian railways deposed before the 
Indian Tariff Board in their enquiry on salt indnatry, that .the 

"ljlilways had built up their rating atructureon the basis of separate 
orpnisatiollll, and therefore they were reluctant to depart from. 
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the same as that would necessitate the revision of the entire 
rate structure. This conservative policy adversely affects in­
ternal as well as foreign trade~more so the former, because 
while the ports are linked with the internal centres by direct 
lines of usually the same system, the .internal traffic as a rule 
has to pass over more than one railway. We have analysed 
the working of this policy in considerable detail, and have come 
to the conclusion that the need for an early revision- of such a 
policy of rate making is paramount in the public interest. 

'COMPETITION BETWEEN BAILWAYS 

(Another in!portant feature of the rates policy as revealed by 
our analysis is the competition between the different railways for 
traffic to and from the ports, which results in the lowering of the 
rates on competitive traffic, and thereby snbsidises the export of 
raw materials and the import of finished products, to the detri­
ment of local industries. The loeel manufacturers pay relatively 
higher railway' freights both on raw materials collected from 
internal producing centres, and in marketing their finished pro­
ducts in loeel consuming markets. This is not all In market­
ing their finished products they find that whereas they have to 
pay higher freight per unit, their foreign. rivals conveniently 
push their products from tpe nearest port at substantially 
reduced rates:J The railway freight charged on this competitive 
port traffic is similar to that quoted by the railway authorities 
to utilise the unused eepacity of theii:~ plant which would 
otherwise run to waste. Ondian manufacturers are thus made to 
subsidise their foreign competitors. This feature of our railway 
policy adversely affects the utilisation of the raw materials pro­
duced within the country by internal factories, because it helps 
the import of foreign materials in our market. For instance, 
if the cotton mills at' Ahmedabad or Nagpur wish to utilise 
the Punjab-AmerieeIi' "Cotton, they have to pay higher railway 
freight per mile, and therefore prefer to import foreign cotton 
through Bombay' at reduced rates~ Further, this very cotton ... 
which the local mills find costly due to railway freight, the 
Japanese exporters conveniently export at' reduced rates 
available from the cotton growing tracts in the Punjah to 
Karachi port. No wonder therefore, if as 1\ result of this pernicious 
rates policy, our cotton growers have to depend upon the 
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Japanese export houses. The same is the case with our other raw 
materiali! This excessive dependence upon foreign demand for 
our raw materiaJs is a very serious weakness in our body-economio, 
more so to-day in the face of growing economic nationalism. The 
Japanese threat of the boycott of Indian cotton which enabled 
Japan to exact onerous terms from the Government of India, 
under the Indo-Japanese agreement is only oneofthe several danger 
signals which should make us alert to safegnard our interests_ 
Exohange control, quota system, clearing agreements, bilateral 
treaties and such other restrictions have already affected the 
demand for our raw materials. Besides, in view of the growing 
tendency for national self-sufficiency under which agriculture, in 
countries hitherto importing our raw materials, is being protected 
and subsidised, in future the foreign demand for our raw materials 
is apt to fall. Raw materials, if produced, will have to be largely 
consumed within the country. India is to-day primarily an 
agricultural country, and in future too, if she wants to have stable 
and flourishing manuracturing indnstries, agricn1lure will continue 
.to hold the premier rank. yt is therefore imperative that our 
rail way rates policy should be radically revised and made to serve 
adequately the national interests. 

Another most conspicuous evil of this internecine port com· 
petition in matters of rate making which fosters the penetration 
of imports needs sufficient emphasis. Such a rates policy attempts 
to mainpnlate the localisation of industries as has been pointed out 
in the foregoing pages. Indeed. to a student of railway economics 
it comes as a surprise to note that the railways owned and directly 
managed by the state, should in serving the ports continue to 
indulge in this dangerous competition and seriously jeopardise the 
true interests of the country. But the study of Indian railway 
rate3 policy reveals a series of surprises of which this is only 
one. This defect in the rates policy would automatically be re­
moved. if the railways under direct state management were to be 
worked as one single system in fixing the rates, because in that 
.case others would follow Buit. 

DIFl!'BBEliT GAUGES 

(pefeots in the construction of railways in this country have 
an adverse effect on the maintenance and growth of internal trade 
and industries, because Indian railways, 'from their very inceptioD 
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were planned and constrncted to meet other more pressing 
military and political needs] Dwelling upon the political interests 
which the development of a net-work of railroads would promote, 
Lord Dalhousie wrote, .. It cannot be necessary for me to 
insist upon the importance of a speedy and wide introduction 
of railway communication throughout the length and breadth of 
India. A. single glance cast upon the map recalling to mind the 
vast extent of the Empire we hold, the various classes and interests 
it includes, the wide distances which separate the several points at 
which hostile attacks may at any time be expected, 'the perpetual 
risk of such '"hostility appearing in qUarters where it is least 
expected, the !lxpenditure of time, of money and of life that are 
involved.in even the ordinary routine of military movements, would 
convince the urgency of speedy communication." He had realised 
that the New India which he had created, knitting together the 
disconnected and distant areas resulting in an extensive territorial 
homogeneity, by his forward policy of conquest and annexation, 
could be made safe, only if the collective resources of all the parts 
could be made available for the protection of each. As the 
President of the Railway Board in England, he had gathered in­
valuable experience of transport agencies, and therefore he could 
realis~ the fiction of controlling India mainly from the sea­
board, and also the strategic superiority which a net-work of 
rail way lines, connecting different inland strategic positions with 
each other and with the ports, would impart to a country like 
India. No wonder, therefore, if even a casual observer can locate 
the defects of our railroad const,rnction. 'Vhe main ports are well 
served, being linked with the internal markets on broad goage, but 
the lines connecting the internal centres, of production and con­
sumption are genera merous and involve a break of gauge. 

[!row this most striking feature of our railroad system coupl 
with their individualis~ has helped to curtail 
the marke~ area ~nternal industries has been explai,(ed"';n 
detail in the preceding chapters. For instance, the A.hmedabad 
mills have to pay relatively higher rates per mile while, catering 
for markets in Bengal, Bihar, Orissa and the U. P; than the 
competing imports, because the consignment has to travel over more 
than one railway system, and there is usually the break of gange 
involving tranship~harges. delay, etc. Thus, lack .-9L.,uni­
formity ~tes as a very seri~UlI handicap in the growth 
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of our internal trade and industries, and therefore It is essential 
that this defect should be immediately made good by moulding the 
rates policy on proper lineQ 

ABSENOE OF RATE REGULATION 

Unother glaring defect is the absence of an active and alert 
central authority to regulate and control the railway rates policy in 
the public interest. The Railway Board as at present constituted 
has failed to meet the requirements of the business community. 
This is due to the spirit of ultra-conservatism which pervades the . 
entire bureaucratic system of this countriJof which the railways 
are an essential part, and makes them averse to any change from the 
status quo; The reluctance of our railway authorities to modify the 
present rating structure built upon the basis of separate organis­
ations, notwithstanding the repeated recommendations of several 
Commissions and Committees, is an outstanding example of their 
look of adaptability and contemptuous disregard of public opinion. 
The railway rates policy, indifferent to public opinion, can easily 
frustrate a well-meant protectionist policy. In matters of rate 
making it is essential that a free, dispassionate and progressive 
mind should be applied; specially because rate making is essen­
tially an art and not a science. A railroad tariff, well adapted 
to the growing needs of a dynamic society, is the product of a 
long process of evolution, the result of a series of changes and 
alterations. The primary task of the railway authorities Is to 
closely scrutinise the effects of railway rates on the growth of 
traffio with the aid of detailed tratfic statistics, and In the light 
of the experience gathered therefrom, to make prompt revisions 
in the tariffs from time to time, so as to keep them abre8Jl~ of the 
changes in the economic and industrial structure of the areas served. 
In view of this, the present Railway Board, to be useful to the 
country, should be made more responsible to public opinion and Its 
personnel revised so as to infuse a new life and a more progressive 
element in it. It is essential that the Controlling Authority, by 
whatever name it may be known in future, should be sufficiently 
alert and responsive to public opinion. What is needed is tha$ 

in matters of policy the Controlling Authority should have purely 
Indian interests in view; it should act with greater responsibility 
and effectiveness, because It is only then that the deep rooled 
suspicion in the public mind will be removed, and the railwa:r 
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system enabled to render the most efficient and economic service 
to the people at the lowest cost. 

PBEFEREBTIAL BATES 

(The prevalence of numerous preferential rates is another--most 
glaring defect of our rates policy. It is due to the lsck of effective 
regulation of rates policy on right lines. Therefore, to·day it is no 
aecret to those interested in railway matters that the state has failed 
to make adequate provision for protecting the Indian industries 
against unfair and unecononlic discrimination in rate making.~ 
The Indian business community has been pressing upon the 
state since long, the need for making legislative provision to secure 
an adequate guarantee of just and reasonable rates. The Railway 
Rates Advisory Committee, appointed in 1926, has done useful 
service to the commercial community but it has failed to go 
far enough. The Committee is essentially a compromise, a half 
way measure, aud as such its powers and functions are subject to 
serious limitatious. The meIDbers do not possess the powers of a 
judicial body, and the fact that the Government mayor may not 
accept the recommendation of the Committee after all the trouble_ 
taken and expense incurred in investigating a case, has failed to 
engender confidence in commercial circles. Above all, the onus 
of proof is laid on the complainant which uudermines the utility 
of this institution. What is needed is that the Rates Advisory 
Committee should be turned into a Statutory Tribunal. The 
experience of the workiug of the Committee gives added force 
to this demaud. The new Rates Tribuual should be constituted on 
the lines contemplated by the Acworth Committee to solve the 
anomalies of rate making in India. 

A NATIONAL BATES POLICY 

These defects reveal the magnitude of the task that awaits an 
attempt at reform. The soheme of reconstruction should be broad. 
based and elastic. It should be comprehensive enough to cope 
with the variety of problems and the diversity of conditions. So 
also it should be sufficiently elastio to adapt itself to the varying 
requirements of our industries from time to time. An active 
and energetio management of the railway rates policy calculated 
to foster a: more rapid eoonomio development of the country, 
is neooS2ary. A national rates policy should be a true supplement 

R.U 
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of. the .scheme 'of qiSQril):!inating. protection. The placid· con­
tentment which breeds conservatism, ,and eJlco~rages a passive 
policy to serve only the demand that offers itself should lie re­
placed by a more aggressive polley. That' the railroads not only 
carry traffic but create one, is a very familiar truth to the stUdent 
of traruiport economics. There is nothing novel or startling about 
it. In almost all the industrially advanced countries, railways are 
being worked on thete lines. In Germany, railway rates are 
carefully regulated to serve alike the local industries and agricul­
ture. German railways assist the export trade by preferential 
tariffs carefully framed to enable the home manufacturer to 
enter foreign markets on favourable terms, and augment the 
r.estrictive influence of import· duties on import traffic. In short, 
German railways in matters of rate making are inspired neither by 
the rule of supply and demand nor by the necessities of competition, 
but. by the need to protect national industries against· foreign 
competition to aid the development of national seaports, and to 
permit the inflow of essential merchandise at a low price. The 
railway rates policy is formulated and worked so as to supplement 
the fiscal policy of the country. Similarly, the American railroadS 
have moulded their rates policy so as to bring about the widest 
development of markets and the greatest possible range of trade. 
This should serve as an' object lesson for Indian railways. Our 
railway rates policy should be an important and effeclive link 
in 'the general economic policy of the country. The llailway 
Authority of the future should deal with the railways as one c0-

ordinated national industry, and make suitable and timely changes 
to help the economic progress of the counb'y, if it is to justify its 
independent and exalted position. 
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