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Part I.-Report. 



Report of Jhe Indian T arilf Board on the grant of 
Protection to the Magnesium Chloride Industry. 

The question of the grant Ot· protection to the m~gnesium 
chloride industry was referred (along with. 

Introductory. four other industries) to the Tariff Board 
for enquiry in the Resolution of the Government of India in the 
Commerce Department No. 88-T., dated the 10th April 1924, which 
is reproduced below:-· 

U In pursuance of paragraph 3 of the Resolution of the Govern
mentof India, Department of Commerce, No. 3748, 
dated 10th July 1923 (Tariffs), the Government of India 
have decided to refer to the Tariff Board for examination 
applications for protection received from the following 
industries, viz., * • * * magne:'lium 
chloride. 

.. 2. In making its enquiry, the Tariff Board will be guided by 
the principles laid down in. the resolution adopted by 

. the Legislative Assembly <til February 16th, 1923, 
and in particular, will consider how its recommendations, 
if it makes any, will affect industries using these articles. 
The Tariff Board will conduct its enquiry into these 
applications in any order it deems most convenient. 

3. Firms or persons interested in any of these industries or in 
ind)lstries dependent on the use of these articles, who 
desire that their vie}Vs should be considered by the Tariff 
Board, &hould address their representations to the Secre-
tary to the Board, Si~la." . 

2. The manufacture of magnesium chloride in India is carried 
. on both in the Madras and in the Bombay 

. Mllnuf8c.tu~ of ,:"agne- Presidencies. As regards the former how-
SlUm cbJ.mde In IndIa.. h ~l' I . f .' Th ever, we ave Itt e or no lD ormatlon. e 
Madras Government drew our attention to the. fact that the 
Shomtir Salt Company, Limited, desired to tender oral evidence 
before us when we VIsited Madrac;. In reply we pointed out that, 
before oral evidence could be taken, it was necessary for the firm 
to supply us with written answers to the questionnaire drawn up 
by the Board, and It copy of the questionnaire was forwarded for 
that purpose. As no subsequent communication was received from 
the Shomtir Salt Company, Limited, either direct or through the 
Government of Madras, it is presumed that they abandoned their 
intention to give evidence. In the Bombay Presidency magnesium 
chloride i~ manufactured at two places in the desert of Cutch
Kharaghoda and Kuda-both of them important salt areas. The 
latter (Kuda) is situated in the Dhrangadra State! but the Durba:r 
have not supplied us with any details as to the results obtained 
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or the colrt of production. ' They state, however, that the manu~ 
facture had to be abandoned as the local product was unable tt) 
compete with the ,imports from Germany. In these circumstances, 
the case for protection rests solely on the evidence tendered by the 
original applicants, the Pioneer Magnesia Works. 

3. The grounds on which protection is advocated are fully- stated 
in the Memorandum submitted on behalf of 

Pr?cedure in the Board's the Pioneer Magnesia Works with their 
enquiry. original application and in their answers 
to the Board's questionnaire. Owing to the absence of the General 
Manager of the Works in Europe, it war. impoEsible to record the 
oral evidence of the firm until his return in November, when he 
was examined at Poona. The written evidence was, however, 
published on the 22nd July, and all those interested in the subject 
were invited to address the Board. The only representations 
received were from the Bombay Chamber of Commerce and the 
Bombay Mill-owners' Association. Oral evidence was also given 
by representatives of the latter body. , 

4. A lucid and succinct account of the magnesium chloride 
Process by whioh ma.gne- industry has been given in a pamphlet 

sium chloride is ma.nufa.o- written by Mr. B. S. Lalkaka, General 
tured. Manager of' the Pioneer Magnesia Works, 
and, as this pamphlet has been printed as part of the' -evidence, 
it is unnecessary to describe the process of manufacture in detail. 
The raw material consists of " bitterns," which is the name given 
to the residual mother liquor left in the salt pans after the bulk 
of the sodium chloride (common salt) has been removed. When the 
bitterns are run off the pans, they are collected and brought to the 
Pio~eer Magnesia Works by means of a motor rail waggon with a 
speCIal tank attachment. The collection of the bitterns takes place 
some time in advance of manufacture, and they are allowed to 
concentrate in reservoirs where the final removal of the residue of 
the common salt is also effected. At the time of manufacture the 
bitterns are pumped to a series of copper pans placed over furnaces 
where the magnesium sulphate and other salts are eliminated. The 
magnesium chloride is finally recovered as a hot liquid which 1S 
poured into strong galvanized drums where it solidifies and is 
ready for export from the factory. The process of manufacture 
is a simple one and does not involve the employment of expensive 
expert labour or the use of elaborate and expensive, machinery. 

5. Magnesium chloride is used for a variety of purposes, includ-
. ' ing the manufacture of tiles and of drugs 

~dla.n ma.r~et for mag- such as Ep~om salts and it is possible that 
neslum chloride, • ' • 

, the market for It may WIden. But at 
present its chief use in India is as a sizinO' material in textile mills 
the consumption for. other purposes bei;g almost negligible. :A.li 
warp yarn, before _bemg taken to the loom shed, O'enerallv requires 
to. be passed through a size mixture in order toO keep the threai, 
plIable and soft and to enable it' to stand wear and tear. 
Magnesium chloride is not only hygroscopic in character, and ther€;-
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for useful in keeping the thread moist, but al~ possesses w~ight
giving properties and is apparently the most su~table a~d de~l1"ab~. 
sizing material hitherto discovered. Its use In textile mills In 

India varies according to the texture of the cloth woven and the 
dryness or humidity of the atmosphere. At Ahme?aba:d, where 
the climate is very dry .and hot and ~here mu~h h.eavily-slZ~dcloth 
is woven, the consumptIon of magneSIum chlorIde. IS proportIonately 
much larger than in Bombay. Mr.' Lalkaka beheves that the c?n
sumption per loom in Ahmedabad is about double the consum.pt~on: 
in Bombay while the representative of the Mill-owners' AssoClatIon 
put the fi~ even higher, and stated that the consumption per loom 
was four times as great in Ahmedabad. 

6. Before the war, Germany enjoyed something approaching 
. to a monopoly of the world's production of , 

Ge~ prod~etlon of maD'nesium chloride. At Stassfurth in 
magnesIUm chlonde. S b h t' d I bl axony t ere are ex enslve an very va ua e 
deposits of a mineral called "carnallite," which is a double
chloride of potassium and magnesium with traces of bromine and 
iodine. Magnesium chloride apparently forms the greater portion 
of the carnallite and must be eliminated before the more valuable 
potassium salts can be recovered. It is therefore essentially & 

bye-product and, since the manufacturer must in any case incur 
the expense of .its removal, whether he can sell it or not, he can 
afford to dispose of it at a very low price. It is obvious, therefore, 
that in the production of magnesium chloride Germany ,has a 
great natural advantage, and it is this which has enabled her t() 
capture the markets of the world. It is from Germany, indeed" 
that the requirements of the vast textile industry of Great Britain, 
are supplied. 

1. On the outbreak of the war the German supplies of 
• • I magnesium chloride were, of course, cut off, 

, fioneer ~agnesla Works and a serious shortage occurred in India. 
started dunng the War. • d b k d . . h . .. accompanle y a mar . e nse In t e price. 
In textIle mIlls other materIals, such as calClum chloride, can be 
used, and were used, as substitutes, but they are inferior, and 
attention was naturally directed to the possibility of manufacturing 
mal!"nesium chloride in India. The investigations made led to the 
establishment of the Pioneer Magnesia Works at Kharaghoda in 
1916. During the re~aining years of the war and for three years 
thereafter, prIces remamed high and the CompaIj.y was exceedingly 
prosperous. After royalties amounting to Rs. 2·5 lakhs had been 
paid to Government and the block account had been written down 
to about 1~ per cent. of its original value, the surplus profi~ during 
the first SIX years exceeded Rs. 3'8 lakhs, i,e., more than two and 
a half times the fixed capital expenditure of the Company. But 
in 1922 the price dropped rapidly, and by the end of the year had 
reac~ed a point which made it necessary to close the' factory. 
DUrIng t~e last two 'years production has ceased, and the Company 
has confi.D.ed itself to the gradual. liquidation of its accumulated 
stocks. 
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8. It is claimed on behalf of the industry that it satisfies the· 

Natural Advantages, of 
the lnqustry. Raw ~te. 
"i~l, 

conditione laid down by the Fiscal Com..
mission. as necessary preliminaries to the 
grant of protection, and in the case of two 
of -these conditions the claim has been made 

good. - The supplies of the raw material are enormous and far 
exceed the quantity necessary to meet the whole requirements of 
India. It h&8' been calculated that at Kharaghoda alone from ten 
to twelve thousand tons of ma~nesium chloride could be produced 
amiually, whereas the total Indian consumption is at present in the 
neighbourhood of four thousand tons a year. It is asserted that 
an equal quantity could be produced in the Dhrangadhra State, 
and probably these two together are only a small part of the total. 
resources of India. At Kharaghoda also the bitterns can be brought 
cheaply and economically to the factory, since the salt pans are 
served by a net-work of more than 40 miles of railway line, 
snd these can be ~tilized by the Magnesia WorKs. The process 
()f manufacture, all already noted, is a simple one, no elaborate or 
expensive machinery is required and the initial capital outlay is 
i!Jxtraordinarily small in proportio:Q. to the value of the product. 
The full capacity of the Kharaghoda works is 4.000 tons. annually, 
snd the fixed capital eXllenditure is less than Rs. 1·5 lakhs. The 
eapitalization per ton of output is tllerefore only Rs. 37, and the 
sum required to give a 10 per cent. return on the capital invested 
is less than Rs. 4 per ton of output, or !) annas a cwt. 

9. In other respects the conditions are :favourable to the 
• industry. Labour is cheap and plentiful at 

Other natural ad van· Kharaghoda and the AO'arias who work in 
tages. Labour and Market. hi' h t' • • t e sa t pans are a ardy and ~ndustrlOUII 
dass and well suited to the work. One important market
Ahmedabad.:......, with a total consumption of about 1,200 tons, is 
on'ly 60 miles from the W ork~. To reach the still more important 
ml!,rket of Bombay, I) distance of 375 miles must be traversed, ahd 
here the industry's advantage is more questionable. But the 
distances in India are so great tnat, if industries are to exist at all, 
a lead of nearly 400 miles cannot be treated. as' prohibitive. 
Finally, it is claimed that the industry is advantageously situated 
as regards fuel, but this claim does not appear to be well founded. 
The fuel used is wood which has sometimes to be brought from 
a distance of 100 miles, and the cost at the Works is given as from 
Rs. 35 to Re. 40 per 50 Bengal maundS which is equivalent 1.0 
from Rs. 18.to Rs. 21 per ton. Firewood at these prices is certa.inly 
anything but cheap, and the fuel item accounts for more than 
10 per cent. of the manufacturing costs proper. 

10. It is unnecessary to discuss at length the second of thp 
primary conditions, viz., that without 

Continuanceoftheindus· protection the industry will not develop at 
tty impos3ible without pro. 11 '11 t d I" 'dl h tectinn a , or W1 no eve 01> so rapl v as t e 

. national. inte~ests r~quire. It will appear 
clearly from the cost figures given In later paragraphs that, witll. 
imported magnesium chloride at the average prices of the last two 



years the manufacture in India cannot be carried on except at 
a he~VJ' loss. W ~ shall ther~fore pass on ~t once to the third 
condition that an mdustry askmg for protectIon ought to be able 
to show that eventually it will be able. to hold its own and face 
world competition without assistance. In the examination of this 
9.uestion the two crucial points are the probable price of the 
Imported article and the probable cost of production in India. 

11. Before the war,' the c-i.f. price of German magnesium 
chloride in Bombay was. about Rs. 3-8-0 a 

Pr·.ces . of· magnesium cwt. From 1915 t() 1921 the Trade Retul'ns 
ehlonde SInce 191~ reveal how .serious was the shortage . of 
suppliesl the recorded values being between Rs. 12 and Rs. 14 .. 
cwt. during all these years. The marke1l price. in Bomb,ay was 
much higher, and in 1920' rose to Rs. 19 a cwt.· But this high 
level was succeeded by a precipitous decline during the next tW() 
years. According to the i'rade Returns, . the average value. of the 
Imports was Re. 9-10-0 a cwt. in 1921-22 and Re. 5-6-6 a cwt. in 

. 1922-23. By April 1923 the c.tf. sterling price had falle~ tel 
£4-5-0 a ton, or Rs. 3-5-0 a cwt. (Re. 1=18. 4d.), and in June of 
the same year low-water mark was touched when the c.i.f .. price 
fell t() £2-17-6, or Rs. 2-2-6 a cwt. For the next seven months 
the c.Lf. price vari.ed from £3-0-0 to £3-10-0 a ton, but from 
February 1924 a continuous increase took place,which raised the 
price to £5-0-0 a ton in September and £6-2-6 a ton in. October 
1924. With the sterling exchange at Is. 6d. these prices are 
equivalent to Rs. 3-5-4 and Rs. 4-1-4 a cwl!. These quotations 
were kindly supplied to us by the Sizing Materials Company, 
Limited, Bombay. Mr. Lalkaka, when: giving oral evidence on 
behalf of the Pionef:'r Magnesia Works, expressed the belief that 
the lowest c.i.f. 'price in 192a had been £1-17-0 which, with the 
rupee at Is. 4d., would be equivalent to Rs .. 1-8-5 a cwt. It is 
possible that particular consignments entered the country at this 
extraordinarily low price, and it is certain that in the summer of 
1923 the market price of magnesium chloride in Bombay was for! a 
time about Re. 1-8-0 a cwt. But we do not believe that the average 
c.i.f. price for any month ever reaehed such a low level, and we 
think that the figures supplied by the Sizing Material!!Companv, 
Limited, can be accepted as accurately recording the general course 
of prices. The actual market price in Bombay in 1923 seems t() 
have been due to heavy importations and overstooking. 

12. The very wide· fluctuations in the price of magnesium 
. . . chloride during the last three or four y~ars 

DIfficult! of de~mlDlDg create obvious difficulties when it is necessSl."rv 
normal prIce of Imported t t . I . d :-J 
Magnesium Chloride. 0 ascer aln a norma or standar prIce. 

It is most improbable that prices will per
manently settle down at the very low level touched in 1923, for, 
after the cost of packing and transport had been met, there would 
be little or no margin left for the producer in Germany. But aL 
~hat h~gher level prices wil~ ultima~ely be stabilised it is exceed
In.gly dIfficult .tl? say. The rIse of prI<;:es'in 1924 may be connected 
WIth the stabilIsatlOn of the German Ma~k and may also, it is 
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suggested, be due in part to the operations of a selling ring or 
syndicate in Germany. In that case a relapse from the November 
price is inevitable, and, according to the latest information, 
supplied by the Pioneer Magnesia Works, has actually taken place. 
Mr. Lalkaka believes that the normal post-war price will eventually 
be about the same as it was prior to 1914, i.e., from Rs. 3 to 
Rs. 3-8-0 a cwt. c.i.f. Bombay, but there are- no data which eould 
enable us to determine whether this expectation is well grounded or 
not. Germany is in a position to determine the world price of 
magnesium chloride, and until conditions in that country approach 
the normal, it is impossible to predict with confidence the course of 
prices. In these circumstances the price may continue to fluctuate 
violently for some time longer, and it becomes exceedingly difficult 
to take any particular price as-8 standard. The Management ::of 
the Pioneer Magnesia Work must themselves be conscious of this 
difficulty, for in the Memorandum presented to the Government 
of India in October 1923 it was suggested that a protective duty 
of 200 per cent. would be reguired, whereas in the answers to t.he 
Board's questionnaire submitted in June 1924 a duty of 50 per 
cent. was asked for. 

13. The Pioneer Works have given figures showing their CORt 
. of production for each year' since manu-

COlt of productIOn. facture commenced, and have also at our 
request submitted a statement showing the reductions of cost anti
cipated if something approaching a full output could be attaineCl. 
In this statement the present annual output has been taken at 
abo~t 1,000 tons and the future output at 3,000 tons. We think 
these figures are reasonable. It would not be worth while to 
operate the factory at all for less than 1,000 tons (it means about 4: 
months' working in the year), and this q,!antity is approximat~ly 
what could be sold in Ahmedabad, SUppOSID~ that market could be 
captured completely. On the other hand, with an output of 3,000 
tons the factory would be kept ppen throughout the year, and 
it is not likely that mUCh more than 3,000 tons could be sold in 
Bombay and Ahmedabad together if the 'mills were entirely de
pendent on Indian supplies. It will be desirable to review briefly 
the various items which': go to make up the total cost. 

14. The manufacturing costs proper have been divided under 
M ft· ta three sub-heads. The details are as 

anu ac urmg cos. follows: _ . . 

1922 COSTS ESTr.MATED FUTURE COSTS 
PER CWT. PER CWT. -- Output of Output of Output of 

1,353 tOIUl. 1,000 tons. 3,000 tons. 

Rs. A. P. Re. A. P. Rs. A. P. 
Colleotion and storage of bitterns 0 411 0 5 0 0 4 0 
Factory charges .' '0 15 6 06 0 0 15 0 
Fuel . . 0 7 7 0 8 0 0 7 0 

I 
1 2 0 1 3 0 1 0 0 

-
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Tha estimated costs for the 100ter output al'e slightly higher 
than those for 1922, when the cost of production was lower than in 
any previ .. ,us year. A reduction of 3 annasa cwt. when full pro
duction is attained seems a reasonable expectation, but it is likely 
to be secured mainly under 'Factory charges,' .for there is no 
particular reason why a higher out}!ut should Jead to lower costs 
under the other two sub-heads. The labour employed in collecting 
bitterns is paid at piece rates and wages are admittedly low, while 
an increased consumption of firewood might tend to raise prices 
against the Company, or nece~itate obtaining supplies from a 
greater distance. 

15. In order to arrive at the all-in cost f.o.r. Works, account 
All-in coate f.o.r. Works. has to he taken of the Head Offi<f and gene

ral charges, packing, interest and depre
cia tion, The details are as follows:-

1922 COSTS EB'!DU.TBD Il'UTUBB COSTS 
I'BBCWT. I'EBCWT. 

-
Output of Output of Output of 
1,353 tons. 1,000 tons. 3,000 tons. 

Re. A. 1'. Rs. A. 1'. Rs. A. 1'. 

Maaufaeturing coste 1 2 0 1 3 0 1 0 '0 

Head Office and general charges 0 6 5 0 4, 9 0 3 2 

DrUIDS and packing 0 9 9 1 0 0 014, 0 

Interest . 0 4, 9 0 9 9 0 4, 8 

Depreciation • 0 7 0 0 9 6 0 3, 2 

All-in cost f.o.r. works 21311 311 0 2 9 0 

(i) A reduction of 33 per cent. in the Head Office· and general 
charges is not an unfair assumption, but t~ese charges have, we 
think, been unde~estimated. Even when the output exceeded 
1,800 tons, the Company never succeeded in bringing these charges 
below 6 annas a cwt. We think the estimated costs should be put 
at Re. 0-7-0 for an output of 1,000 tonR, and Re. 0-4-8 for an 
output of 3,000 tons. ' 

(iiI Th~ cost of packing is a very ,heavy item Ilnd nearly equals 
'the n·anulacturing costs proper. The Company expect to reduce 
the cost Ly 2 annas a cwt. when the full output is attained, but 
there !';eems to be no warrant for this assumption. The estimated 
cost must, we think, be taken at Re. 1 per cwt. whatever the out-

• This 81Ib-head covers F.atablishments, Allowances, etc., Travelling, Rente and 
'laxee, Insurance and Sundries. 
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put:. 'l"ho low cost of this item in 1922 is misleading, and appa
rently thr. cost of some of the drums used was debited in the accounts 
of the prt-vious year. 

(iii) The interest charges have been estimated at 7 per cent. on 
a capital of Rs. 1'75lakhs for an output of 1,000 tons and Rs. 2-1) 
lakhs for an output of 3,000 tons. If these sums are intended 
to cover working capital only- they are a great deal too high. 
According to the Company's own figures, the out· of-pocket expen
diture on a production of 1,000 tons is not more than Rs. 50,000, 
and for 3,000 tons it is proportionately lower at Rs.· 1'35 lakhs. 
When the factory is working for only ~ months in the year, and 
large sto·~ks have to be held, the cost of one year's production 
seems a fq,ir estimate of the working capital required. When the 
factory is \vorking throughout the year, 8 or 9 months' output may 
be taken. On that basis the working capital needed is Rs. 50.000 
for aJ! output of 1,000 tons altd about Rs. 1 lakh for 3,000 tons. 
The intelest charges would then be Re. 0-2-10 a cwt. for the lower 
outpui;, and Re. 0-1-10 for the higher. 

(io) The figure for depreciation is in each case the amount ad
missible at Income-tax rates on the Company's machinery and 
buildiDg!l divided by the output. 

(17) W~th the corrections indicated in this paragraph the all-in 
cost f.o.r. Works becomes:-

ESTIlIlATED FUTURE COSTS 
PEllCWT. 

--
Output of Outpu't of 
1,000 tons. 3,000 tons. 

Rs. A. P. Rs. A. P. 

Mannfacturing costs · · · 1 3 0 1 0 0 

Head Office and general charges · · 0 7 0 0 4 8 

Drum. and packing · · 1 0 0 1 0 0 

Interest . · · 0 2 10 0 1 10 

Depreciation • · · 0 9 6 0 3 2 

3 6 4 2 9 8 

. 16. 

Rail 
charges. 

Between the factory and the consumer the charges which 
have to be incurred are heavy. They in-

and transport elude railway freight, transport and hand-
ling and selling charges. The two former 

• It i. not olear whether the Company have, or have not, inoluded inter.t on th .. 
fixed capital eKpenditure in theee estimates. 
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. should naturally be considered together. The ComplI-ny haye giv4ln 
the total transport charges they have to meet between the Works 
and the mill at Bombay as Rs. 1-8-0 a cwt. This figure was 
.arrived at as follows 1-

Re. 4. P. 

Railway freight from lrharaghoda to 
Bom'hay o 12 0 

~'!"om Railway station to Agent's 
godown . 0 6 0 

From godown to mill 0 6 0 

'1 8 0 

It is obvious that the double handling ad~ substantially to 
the cost, and the Company are endeavouring to induce the mills 
to accept consignments in full waggon loads· which would reduce 
the cost s'lbstantially. Apart from that, the freight to Bombay 
has been reduced toRe. 0-8-9 a cwt. as a temporary concession 
-for a period of 6 months only. If this lower freight is continued, 
the Cumpany expect to bring qown their transport charges on con
;8ignment~ to Bombay to Re. 1 a cwt. on the average, but appa
rently they 'have no hope of effecting any further reduction. The 
:fi.gurei Pl'l· cwt. would then be:-

Railway' freight to Bombay 

Transport and handling 

TO',l'AL 

Rs. A.. P. 

089 
073 

.. 100 

The railway' freight to Ahmedabad is Re. 0-3-9 a ewt. and to 
ihis must be added the town duty of Re. 0-2-1 a cwt., or Re. 0-5-10 
per C""t. in all. For the other tran~port and handling charges 
ihe CJIIipo.ny have not given separate figures, and they must pre
'Sumahly be taken as not less than in Bombay. 

17. The selling charges in 1922 amounted to Re. 0-10-8 a cwt. 
Selli h This figure appears to us to be exceed-

ng c arges. ingly . high, and forms a substantial per-
·centage of the total price realized. We endeavoured to ascertain 
whether in the view of the Company itself it was' not excessive, 
'but apparently these charges are regarded as inevitable. In for
mulating proposals for the grant of protection it would be nece&- . 
1!ary to consider carefully what allowance should be made OD t}ll~ . 
account. Meanwhile, when the question at issue is the Company's 
claim that protection c~n eventually be dispensed with, they must 
'be taken on the basis of the Company's own statements. 



All-in cost delivered mill 
r:: d price required .. 

-

All-in cost to.r. Works 

Railway.height 

Transport and handllng. • 

Selling charges .. 
All.in cost delivered mill 

Manufacturer's profit 

. 

~o 

18. The final result of the analysis. 
attempted in the foregoing paragraphs ie 
as follows:-

ESTIlIIATBD ¥UTUBB COSTS 
PBBCWT. 

1922 COSTS 
PBB CWT. 

Output of Output of 
1,000 tons. 3,000 tons. 

Re. A. P. Rs. A. P. Rs. A. P. 

- 213 11 3 6 4 2 9 8 

- 0 5 7 0 8 9 0 8 9 -
0 8 2 0 7 3 0 7 3 

o 10 8 o 10 8 o 10 8 

4 6 4 5 I 0 4 4 4 

.. 0 ~ 5 OIl 4 0 3 9 

Price required to give a reasonable 4 14 9 5 12 4 4 S 1 
return on capital. , . 

In the first column of the above table the railway freight and 
transport, handling and selling charges have been calculated on 
the tlales 0' the year and not on the production. The great bulk 
of the salps were in Ahmedabad, and it is for that reason tha! the 
railway height is low. The railway freight in the second and 
third ~olumn is that to Bombay. The manufacturer's profit in all 
three columns is 10 per cent. on the Company's fixed capital ex
penditure of Rs. 1'42 lakhs divided by the output. It wilf be 
seen that, with the output limited to 1,000 tons a year, a price 
of Rs. 5-12-0 a ewt. at Bombay is required, and with an output 
of' 3,000 tons a price of about Rs. 4-8-0 a cwt. It is in the light 
of thf'se figures that the claim to protection must be considered. 

19. Before we discuss the inferences to be .drawn from--a com
parison of the cost figures with the import 

Views of tho Bombay prices, it will be convenient to deal briefly 
Chamber of Comml'rce and with the evidence of the two Public Bodies 
tko Bombay Millowners' 
Association. who addtessed us. The Bombay Chamber 

of Commerce are opposed, to the grant 
of protection on the double ground that, if a duty of 200 per cent. 
is req'Jhe!l to keep the industry. alive, it would be wholly unsound 
to impost.- it, and also that the imported product is more uniform 
and superior in quality. The Mill-owners' Association, Bombay, 
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on the other hand, give a qualified support to the application, not-. 
withstanding the fact that it must raise the cost of a raw material 
used ira cotton manufacture. They are prepared to agree to a fifty 
per cent. Juty, provided it is continued for only a limited number 
of years and then gradually reduced to the ordinary revenue 
level. They ask for a reasonable assurance that, if this protec
tion is given, the industry will eventually be able to supply the 
textile trade of India with the whole of its requirements without 
extraneous aid, and also some guarantee of the quality of the 
Indian product to ensure that the purchaser will not be placed at a 
disadvantage. -

20. It is clear that what the Mill-owners contemplate is pro-
. tection for a period only, until the magne-

Doubt ae to the ultimate sium chloride industry can carry on 
f:~=te off G:em!duC::::i_ unaided, and this is what- the Fiscal Com
petition. mission regarded as legitimate protection 

in normal circumstances. But- in the oral 
evidence Mr. Stones, who rep!,"esented the Association, added an 
important qualification. He expressed the view that, even when 
the period of protection had expired, it would still be necessary 
to give the industry special assistance from time to time, during 
periods when the price of the imported article was abnormally low. 
He emphasised the fact that in Germany magnesium chloride .was 
practically a waste produ.ct, and for that reason the German 
manufacturer could sell at an exceptionally low price. The com
petition which the Indian industry has to face is therefore of the 
most formidable kind. It would seem that the Mill-owners' Asso~ 
mation is doubtful whether the manufacture of magnesium 
chloride in India can ever displ.lDse entirely with outside assist
ance. If these apprehensions are well founded protection once 
given, might continue indefinitely. It is obvious also that, if no 
lower limit can be set to the price of the imported product, the 
determination of the amount of protection required at the ,outset 
becomes extraordinarily difficult. . . 

21. The demand for a guarantee of ,quality is also· significant. 
When Mr. Stones was al:lked whether the 

quality o~ Indian mag- Association as a body considered that the 
neSlum chlOride. •• • 

Kharaghoda product satIsfied the condItIon 
laid down, he expressed his ·own epinion that.it did, .but admit
ted frankly that two-fifths of the members were of a different 
opinion. The three points regarded. as of importance are absence 
of free iron, refinement and colour. There is really no evidence. 
that in the first two points the Indian product is defective. 
Mr. Stones informed us that none of the mills alleged the exist
ence of free iron in magnesium chloride made at Kharaghoda, 
and the tests made both in the Government laboratories and by 
the mill chemists have been perfectly satisfactory. But the colour 
is admittedly inferiol'. .The Indian product has a greyish colour 
which the Pioneer Magnesia Works have hitherto found it im-
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possible to get rid of. The Management contend that this colour 
makea no difference in actual use, and Mr. Stones is of the same 
OpinlOn. But he ,admittea that other mills took a different view, 
which was shared even by some of the staff of his own mill. The! 
evidence we have taken leads us to think that the quality of the 
magnesium chloride made at Kharaghoda is satisfactory, and that 
the prejudice against it would gradually be- overcome. But, un
less the greyish colour can be removed, the process is likely to be 
a slow one, and the difficulties of the Indian manufacturer are 
greatly increased. Mr. Stones told us that, personally, h.e would 
pay as much for the Indian product as for the German, but that 
most mills would not buy Indian magnesium chloride unless it 
was cheaper by anything from four annas to one rupee a cwt. 

22. The Mill-owners' Association kindly furnished us .with 
- figures which make it clear that the burden 

Effect of protection for thrown on the cotton industry if maO'ne-
magneBium chloride on the. hI -d d' , Ido b 
te:rtile induBtry. Slum c on e were protecte ,wou e 

almost inappreciable. Tlie cost of magne
sium chloride is only from ·05 to ·08 per cent. of'the total works 
costs. Even if a duty of 200 per cent. were imposed, the cost 
of a thousand yards of cloth would be raised only by 4 to 6 annas, 
which is less than one-tenth per cent. The Association recognise 
that a difference of this kind is negligible, but they are naturally 
apprehensive that, if a precedent were once created, protective 
duties would be imposed on other materials also, and the cumula
tive effect of a series of such duties might be far from negligible. 

23. From what has been said in the last two paragraphs it will 
be clear that the application for protection 

ViewBofthe Government cannot be rejected either on the ground that 
of Bombay on protection h - '. hl'd d' I d' . or magnesium chloride.' t e magnesIum c on e ma e In n Ia IS 

. inferior, or because of the consequential 
effect on the textile industry. These objections are not valid, and 
everything therefore depends on the view taken of the future 
prospects of the industry. Before we discuss this crucial question 
it may be well to refer briefly to the views of the Government of 
Bombay, which were explained in a letter, dated 9t.h January 1925. 
They believe it to be unlikely that the ind~enous article can ever 
compete on level terms with the foreign article unless it can com
mand an infinitely greater market than at present. and thev con
sider that the industry should be helped to capture the Indian 
market .. They point out, however, that for this purpose a very 
hi~h protective duty would be necessary. A duty of 80 per cent. ad 
t~alorf'm would, they believe, put Indian magnesium chloride on 
a level with the imported article, but owing to the inferior colour 
of the Indian product, it would be necessary to raise the duty 
to 100 per cent. ad valorem. They recommend the imposition of 
a duty at this rate. When the Government of Bombay expressed 
these views, they had not before them the later figures supplied 
by the Pioneer Magnesia Works in December 1924, and it is not 
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neceSsary therefore to consider how far their estimate of the pro
tection required is a reasonable one. But if in fact a duty of 
100 per cent. ad valof'em is necessary, a special obligation rests on 
the industry to show that the need is temporary. 

24. We have alluded in paragraph 12 to the difficulty of deter-
. . mining under existing conditions the normal 

. Improbability that the or standard price of imported magnesium 
Industry can evl'UtusUy h . . 
exist without protectWD. c londe. The only defimte forecast we 

have to consider is that put forward by 
the Pioneer Magnesia Works that the price will eventually settle 
down at the pre-war level of Rs. 3 to Rs. 3-8-0 a cwt. This would 
mean, with the exchange at II. 6d., a c.i.f. price of from £4-10-0 
to £5-5-0 a ton. It would be premature, we think, to express any 
definite opinion as to the accuracy of this forecast, but it is not 
in itself an improbable one. Germany must inevitably be driven. 
by circumstances to develop her export trade by every means in 
her power, and even though the average price. was about Rs. 3-4-0 
a cwt.,. there is no sort of guarantee that it would not frequently 
be lower. It may be useful, however, if we accept provisionally 
this price in order to determine the amount of protection required 
now, and also to test the claim that eventually the industry will 
be able to do without. protection. 

25. It was ascertained in paragraph 18 that, if the output were 
restricted to 1,000 tons a year, the price 

re:u~.:.nt of protection which gave the manufacturer a fair return 
was Rs. 5-12-4 a cwt. It is most impro

bable, however, that even in the first.year of protection the out
put would be so small, and a larger output would 'mean lower costs. 
A deduction of 4 annas a cwt. on this account seems to be reason
able, Account must also be taken of the fact that ultimately one-' 
third of the output m,ight be disposed of in Ahmedabad, and that 
there the Indian producer has an adva,ntage of about 12 annas 
per cwt. as compared' with Bombay, both in respect of the lower 
freight from Kharaghoda to the market, and of the railway freight 
on imported magnesium chloride from Bombay. If an allowance 
of 4 annas a cwt. is made on this account, then the price required 
in Bombay is Rs. 5-4-0 a cwt. approximately. But the'manufac
turer will not in fact realise this price unless the cost of imported 
magnesium chloride is raised to Rs. 5-12-0 a cwt. at least. With 
the c.i.f. price at Rs. 3-4-0 a cwt. the cost, delivered at the mill, 

·to a firm importing direct may be taken as Rs. 3-12-0. The duty 
required would therefore be Rs. 2 a cwt. But in view of the fact 
that the price IIlay be expected to drop below its normal level not 
infrequently; some allowance would have to be made on that score. 
On the whole, we believe that a duty of Rs. 2-4-0 a cwt. would ·be 
required in the first instance, to J!"ive the Indian product a fair 
chance of capturing the market. This duty would be a little over 
70 per cent. on the c.i.f. price. 

, 
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26. It has been shown in paragraph 18 that, with an output of 
3,000 tons a year, and provided the cost of 
production is reduced to the extent antici
pated, a price of Rs. 4-8-0 a cwt. gives the 
manufacturer a fair return. If, once more, 
allowance is made for .the sale of one-third 

Invl\lidity of the c:aim 
that eventually the indus
try can dispense with pro
tection. 

of the output in Ahmedabad, the price required in Bombay is 
Rs. 4-4-0. It will be seen that this figure exceeds by 8 annas, a 
cwt. the cost, delivered at the mill, of the imported product. 

27. We have carefully considered the facts and figures set forth 
. . in the foregoing paragraphs, and our final 

ju~!fi~~. to proteotIOn not conclusion is that the claim to p_rot~ction 
has not been made good. The apphcants 

have failed in their attempt to show that eventually the industry 
will be able to dispense with extraneous assistance, and one of the. 
conditions laid down by the Fiscal Commission has not been satis
fied.But even if the prospects of the industry were more promis
ing than they appear to be, the case would still present grave tliffi
culty. It might well happen that the normal price of imported 
magnesium chloride proved to be substantially below Rs. 3-4-0 a 
cwt., and in that case all calculations would be falsified. Until 
.the price of the imported product has approached stability, no 
reasonable assurance as to the prospects of the industry is attain
able. 

28. If the view put forward in the last paragraph is accepted 
. . and the claim to protection is negatIved, it 

Conhnuan~ ofthe u~<lus- is likely that the manufacture of magnesium 
try not ess~ntlal On national hI 'd . I d' '11 B' d grounds. c on e In n la WI !cease. ut It oes 

. not appear that any important interest 
would be injured. The capital which would become unproductive 
is no more than Rs. Il1akhs, and the promoters of the Company 
have already received the value of their inve~tment back twice over 

. out of the profits of the prosperous· years. Nor can it be pleaded 
that the continuance of the industry is necessary on national 
grounds. If, for any reason, supplies from Germany were cut off, 
there would be no difficulty in re-starting the industry at short 
notice. This was abundantly proved in 1915-16, and there is no 
part of the necessary plant which could not readily be improvised 
from materials obtainable in India. In these circumstances there 
are no valid grounds for asking the country to incur a sacrifice 
when there is no assurance of any compensating advantage in the" 
future. . 

29. We are indebted to Mr. B. S. Lalkaka, General Manager 

Conclusion. 
of·the Pioneer Magnesia Works, for the 
detailed information supplied by him at our 

request after his return from Europe. We desire also to acknow
ledge cordially the assistance we received from the written and 
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oral evidence of the Bombay MiU-owners' Association, and from 
the statements of prices supplied by importing firms. 

G . RAINY -President. 

P. GINWALA 

V.G. KALE 

G. C. F. RAMSDEN-Secretary. 

February the 26th, 1925. 

} Members.' 
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Press Commu~ique. 
No.1. 

(Dated the 17th April 1924.) 
In the Resolution of the Government of India in the Commerce 

Department, applications for protection on behalf of the followinO' 
industries have been referred to the Tariff Board: - '" 

Magnesium Chloride. 
The Board hope that those firms or persons engaged in the 
industries enumerated above, who consider that protection should be 
granted, will, if no .representation on their behalf has yet been 
presented to the Government of India, subIqit their representations 
to the Board without delay. 

2. It is the intention of the Board to obtain from the applicants 
full statements of the facts on which they rely in support of their 
claims, and for thig purpose questionnaires have been drawn up 
specifying the points on which information is required. As soon as 
replies have been received, arrangements will be made to examine 
orally representatives of the firms applying for protection and the 
written and oral evidence taken will then be publIshed. Thereafter 
all persons who consider that their interests are likely to be affected 
by the proposals made, or desire either to support or to oppose the 
claims to protection, will be invited to submit written representations 
to the Board and to say whether they desire to tender pral evidence in 
addition. 

3. The Board believe that the procedure outlined above ~ill 
conduce to the public convenience and will facilitat~ their enquiries .. 
Until the case for protection has been developed and the most' 
important facts have been ascertained, it is difficult for commercial 
bodies, or other persons interested, to understand exactly what is 
proposed or to express their views adequatelY' on all aspects of the 
case. When opinions are invited, they will be asked for by a' date 
so fixed as to allow a sufficient interval after the publication of the 
evidence for its study and examination. But since the Board's tour 
programme must be settled some time iIi advance, it is desirable that 
those who intend to give oral ~videnceJ or think it likely that they 
will do so, should send early intimation to the Board. 

No.2. 
(Dated the 22nd July 19.24.) , 

In a communique dated the 17th April 1924, the Tal'iff Board 
outlined the procedure they had decided to adopt iD. their enquiries 

. mto the industries referred to them in the Resolution of the Govern- . 
ment of India in the Commerce Depf'.rtment No: 3S-T., dated the 
10th April 1924. The first stage was to' obtain the evidence of the 
applicants for protection, and the second to publish this evidence 
-whether written or oral-so that all interested might give their 
opinions after they had had an opportunity of considering the' 
case put forward. The evidence tendered by the applicants for 
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protection in the magnesium chloride industry has now been pub
lished and copies may be obtained from the Manager, Central 
Publication Branch, 8, Hastings Street, Calcutta, price ten annas. 

2. In the case' of magnesium chloride, only one firm-the 
Pioneer Magnesia ,\Vorks, Bombay, has applied for protection. 
The reasons which are held to justify the proposal have been fully 
developed in a memorial aqdressed to the Government of India~ 
and in the replies to the Board's questionnaire. The firm have 
been unable hitherto to depute a representative for oral examina· 
tion, but the written evidence contains a full statement of the 
case. The applicants consider that a protective duty of 200 per 
cent. ad 'Valorem will be necessary if they are to compete success· 
fully with the magnesium chloride imported from Germany. 

3. The Board will be glad to receive written representations 
from all Public Bodies, Associations, firms or persons who_ desire 
to be heard regarding the grant of protection to the magnesium 
chloride industry. 

Oral evidence will be taken as follows:-
At Calcutta, between the 21st August -and the 6th 

September. 
At Bombay, between the 9th and the 30th September. 
At Madras, between the Ist and the 14th November. 
At Rangoon, between the 19th November and the 2nd

December. 
It is necessary that those who desire to supplement their written 

representations by oral evidence should inform the Board with 
the least possible delay, so that the dates for taking evidence may 
be definitely fixed. This is particularly important for those who 
desire to be examined at Calcutta, where oral evidence will first. 
be taken. The Board will leave Simla on the 29th July and, after 
visiting Dehra Dun, Lucknow and Kl;ltni, will arrive at 'Calcutta 
on the 10th August. The- following dates have been fixed by the 
Board as the latest dates for receiving written representations or
requests for taking oral evidence:-

Requests for oral examination at Calcutta 12th August. 
Submission of written representations 

by those who desire to be examined 
orally -at Calcutt'l • • . • 19th August. 

Requests for oral examination at 
Bombay . • . . • • 22nd August. 

Submission of written representations by
those who desire to be examined orally . 
at Bombay. • •• • Ist September. 

All other written representations • 30th September. 
The programme for oral examination at Madras and Rangoon 
will be arranged later. All requests for oral examinations should 
be addressed to the Secreta-ry to the Board, No.1, Council House' 
Street, Calcutta, and should be despatched so as to arrive till or after
the Ist August. the date on which the Board's office will open at 
Calcutta. . 
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THE MAGNESIUM CHLORIDE INDUSTR¥. 

A.-QUESTIONN AIRE FOR APPLICANTS FOR 
PROTECTION. 

I.-INTRODUCTORY. 

1. When was the firm which you represent established? Is it a: 
public or private registered Company, or is it an unregistered firm? 

2. To what extent is the capital invested in your firm held by 
Indians? How many Indians are Directors? How many Indians 
(if any) form part of the superior management l' 

3. Does your firm undertake the manufacture of Magnesium 
(jhloride only, or of other products as well? Please enumerate these 
other products (if any). . \ 

4. At what date did your Works commence to manufacture? 
5. What is the full capacity of your Works as at present e<J.uip

ped for the. manufacture of magnesium chloride? 
6. What has been the actual output of the Works for each year 

since manufacture commenced? 
" 7. Where are your Works situated~Do you consider it is. 

advantageously situated in respect of-
(a) vicinity to the areas frpm which your principal raw mate-

rials are drawn; 
(b) vicinity to the coalfields or other sources of power or fuel; 
(c) vicinity to an important market; 
Cd) other considerations, such as the existence of an abundant 

la"bour supply? " 
What do you consider the most important factor in selecting the 

site of a Works for the manufacture of Magnesium Chloride in 
India? 

8. Do you consider that your Magnesium Chlorid"e is equal in' 
quality and appearance to imported Magnesium Chloride? Does 
vour Magnesium Chloride command the same price in competitive 
markets as imported Magnesium Chloride? If not, to what causes 
do you ascribe the lower price of the Indian product? , 

9. For what purpose or purposes is your product used in India? 
10. Is the production of Magnesium Chloride ai, your Works 

liI:J.ited to certain months of the year? If so, please explain the 
reason, and state whether the fact contributes to increase your cost 
of production as compared with t~e cost in other countries. 

H.-RAW MATERIALS. 

1l.What are the raw materials used in your Works? 
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12. What are your annual requirements of raw matedals accord· 
ing to the rate of output equivalent to the full capacity of the plant? 

13. 'Vhat quantity of each of the raw materials is required for 
the production of one ton of Magnesium Chloride? 

14. From what area 01' areas does the factory draw its main sup
plies or the raw materials, and at what distance frum the factory 
are they situated? If possible a map should be given showing the 
siteof the Works and the areas from which supplIes are drawn. 

15. How is the raw material collected ancl by wllat means is it 
transported from the source of supply to the Works? If more than 
one means of transportation is employed, specify the distance 
covered by each such means. 

16. What royalty (~f any) per ton for raw materials is payable 
to Government or to prIvate persons? 

17. Please give the cost per ton delivered at the Works of the 
principal raw material (or materials) for the years 1916, 1918, 1921 
a::({ 1923, divided under the following heads:-

(1) Royalty (if any). 
(2) Labour employed on extraction and collection. 
(3) Freight from the source of supply to the W"rks. 
(4) Miscel~aneous charges. 

18. What ae the terms of your concession (or concessions) for 
the raw material? (A copy of the lease or other doci1~ent in which 
the concession is embodied should be given.) Do you consider thesE! 
terms favourable? If not, in what respect do you consider them 
unfavourable? 

19. Do you find it necessary to import any raw materials? If 
so, please state from which countries you import them, and at what 
prices. 

20. Have you to use any chemicals in the processes of your manu
facture? If you do, please state the quantities l'eqlured per ton of 
Magnesium Chloride. 

21. Do you ~et any special freight rate by sea, river or rail for 
your raw materials? Do you consider you are at any disadvantage 
~n this respect P 

IlL-LABOUR. 
22. Do the processes of manufacture require much expert super

VISIon involving the employment of skilled labour imported from 
abroad? • 

23. 'Vhat number of imported labourers are employed at present, 
and what would be the humber required if the factory were worked 
to full capacity? 

24. 'Vhat progress has been made since the factory was estab
lished in the substitution of Indian for imf0rted labour? Is it. 
anticipated that eventually the employment 0 imported labour will 
be llnnecessary? What facilities are given to Indian workmen to 
acquire training in skilled work or for training apprentices? 
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25. How do the rates of wages paid to imported workmen com
pare with the rates paid for similar work in other countries? 

26. 'What is the total number of Indian workmen employed, and 
what are the average rates of wages of the different classes? ' 

27. Please give for the years 1916, 1918, 1921 and 1923 :-. 
(a) the total wages bill for Indian labour at the Works j 
(b) the average wages per man in the different classes. 

The increases in the rates of wages should be stated, and the 
dates when they were given. 

28. Is the Indian labour force sufficient? Is it drawn from the 
vicinity of the factory, 01' trom other parts of India? 

29. Has it been found that the Indian labourer improves with 
training? How does his efficiency compare with that of workmen in 
"'-estern countries employed on similar work? • 

30. What arran~ements have you made fo:r housing your labour 
and for promoting Its welfare in other directions?· 

IV.-POWER (INCLUDING FUEL). 

31. Is the power used in the factory derived from electricity,' or 
steam, or from some other source? 

32. If steam power is used; is coal the fuel employed? If not, 
what is the fuel? Is the latter available. in sufficient quantities? 

33. What is the total quantity of fuel required per uniiof out
put, whether for power production or for other purPG~es? 

34. From what distance is the fuel brought, and what is the 
free-on-track price in the case of coal, and in the ca&e of other fuel 
at the source of supply? And what is the cost of transport per ton 
in each case? If fuel is purchasei!.locally, what is the price per ton 
delivered at the Works? 

35. Do you own or control your own sources of supply of fuel? 
If so, how many years supply have you of the kind of fuel used by 
you? 

36. If your fuel is wood, have you ohtained any concession from 
the Government or other person? 'Vhat is the royalty payable, and 
what are the conditions of the concession? (Supply a copy of your 
concession.) 

V.-MARKET: 
37. What is the total Indian production cf M~gllesium Chloride 

so far .as it can be ascertained or estimated for the following 
years:-

1916. 
1917. 
1918. 
1919. 
1920. 
1921. 
1922. 
1923. 
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3S. Wh~t do you estimate is the total,Indian demall4 for Magne-
sium ChlorIde? . 

39. Is' it likely that the Indian a'emand wili substantially in
crease in the near' future? If so, what are the reasons for vour 
belief? • 

40. In what parts of India. are your principal markets situated, 
~nd what are the distances which separate them from the Works? 

41. Are there any markets in India in which, owing to their dis
tance from the ports, you are more easily ahle t.o compete against 
the foreign manufacturer? If so, please state which these markets 
are, and the approximate demand in each. . 

42. Do you consider that the export of Magnesium Chloride 
from India to any foreign countries is probable? If so, to what 
countries? Can you form any estimate of the quantities which 
India might eventually be able to export and which f<1reign markets 
will consume? 

VI.-)fOREIGN COMPETI'rIC'N. 

43. Which are the foreign countries from which competition in 
the Indian markets is keenest? 

44. From what raw materials is the Magnesium Chloride made 
which is imported into India and competes with your product?' 

45. Do the conditions of manufacture in India dIffer materially 
from those adopted in competing countries? If so, what are the 
important differences? ' . 

46. Have the conditions in India led you to adopt a process of 
\llanufacture different from those adopted in the chief competing
country? Are the latter attended by the production of bye-products 
tending to reduce the cost of manufacture? Do you consider that 
the foreign monufacturer has an advantage in this respect? 

47. Please state-
(i) The prices at which imported paper has entered the coun

try and been sold during 1916, 1918, 1921 and 1923. 
(ii) The prices realised by you in each year since manufacture 

commenced. , 

If possible the f. o. b. price (in sterling) of impq,rted Magnesium 
Chloride should be given and the following items shown separ-' 
ately:--

Freight. 
Insurance and trad~ charges. 
Customs duty. 
Landing charges. 

If this is not possible, then state the c. i. f. pried plus Customs 
duty und Landing charges. . 
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48. From what sources is information obtainable as io the pr~ct's 
at which imported Magnesium Chloride entel'g'the I'lountr.,,? How 
far do IOU consider the information obtained from .these sources 
reliable? . 

49. Have you any reason to suppose that prices at which foreign 
producers seU fol' export to India are unremunerative, i.e., below 
the cost of prodvction, or do theY' leave only a sJllall1Ultrgin of profit 
to the producer? If so, please state fully your reasons and the evi· 
dence on which you rely. 

50. In which of the Indian markets is foreign competition 
leene5t? . 

51. To what causes do you attribute the low prices at which" 
fOleign Magnesium Chloride has entered In:dia since the war? How 
f&r do you cons-ider these causes permanent or temporary? 

52. Please compare the freight you have to pay' to reach your 
~arkets in India with the total £relghts-sea and rail-p.ayable 9n 
Imports to the same markets. 

53. Compare the Railway freight paid by importers from the
ports to selected up-country markets and the Railwav freights paid 
on the produce of your Works to the same markets. • 

N.B.-W'hat is desired is concrete instances giving the name of 
the port, the names of the up-country station; the distances, rates 
per maund per mile, etc. ' 

54. Have any instances recently come to your nutice in which 
Continental Magnesium Chloride has been Te-exported from the 
United Kingdom as British manufacture? If so, please give the 
evidence on which you rely) and state whethm' you a~cribe the fact 
to dp.preciated exchanges or to other causes. ' ' 

55. Do you consider that, as compared with the f(;reign manu
facturer, the Indian manufacturer is at a disadvantage in all or any 
of the following points- ' 

(a) the cost of plant and machinery; 
(b) the cost of expert labour; 
(c) 'the cost or efficiency of ordinary labour; 
(d) the collection and transport of raw. materials; 
(e) the cost of raw materials and consumable stores; 
(I) freights on finished goods; 
(g) the maintenance of stocks of spare parts; 
(h) customs duty on imported materials, 
(i) the raising of, capital. ' 

W'here possible, definite figures should be given, e,g., comparing 
the cost of plant and machinery erected in India' with the corre
sponding cost in 'Western countries, or comparing the wages of 
imported expert workmen in India with the wages they would draw 
in their own countries. If there ,are "se3.sonal" difficulties in 
connection with the collection and transport of the frincipal raw 
materials, these should be exp,lained. 
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56. Which of the disadvantages mentioned in vour answer to 
question 55 do IOU regard as permanent and which' as temporary? 
For what perio , in your opimon, are the temporar;' disadvantage!! 
likely to operate,? • 

VII.-EQUIl'MENT. 

57. Do you consider that your works are Imfficiently large as an 
economic unit of production to ensure economy? What, in your 
opinion, is the smallest unit of production which can be operated 
ecoDomically under present-day conditions? 

58. Does the manufacture of Magnesium Chlorld& require the 
use of elaborate and expensive machinery? 

59. What percentage of your total capital OUtiCiY has been in
currecl on plant and machinery? 

GO. Give a brief description of your plant and machinery, and 
the process of manufacture you have adopted. 

61. Do you consider your machinery and other equipment, and 
also the processes of manufacture, sufficiently up-to-date and effi
cient to enable you to compete successfully against the foreign 
manufacturer? 

62. Have you, since 1916, adopted any npw proc'''f'ses of manu
facture, or have you installed new plant and machinery in replace
ment of, or in addition to, the old plant? If so, give a brief de· 
scription of them and state whether the results have .£ulDlled the 
expectations entertained. 

63. "nat parts of the machinery, if any, are maJe in India? 

VIII.-CAPITAL ACCOUNT. 

64. Wha,t is the block value of your property, as it stood in :your 
books at the end of the last complete year for which figures are 
aTailable, under the following heads--

(a) Leases and concessions. 
(b)' Lands. 
(c) Buildings. 
(d) Plant and Machinery. 
(e) Other miscellaneous assets. 

65. Do the figures given in answer to question 6{ repre.~ent the 
actual cost of the various assets, or their -value after depreciation 
has been written off? In the latter case, please state the total 
amount written off for depreciation since manufacture commenced, 
and ip. the former case the total of the depreciation found (if any) 
"«hich has been ~accumulated. . 

66. Apart from any question of an increas? i~ the rep!acement 
cost of plant and machinery due to a general nse In the pI'lce level, 
are the sums actually set aside for depreciation since manufacture 
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eommenced equal to, greater than, or. less than, ile sums which 
'Cu~nt to have been set aside according to tne rate3 o[ depreciation 
whIch you consider suitable? (See Question 81.) 

61. What do you estimate would be the present-riay cost under 
1he heads (a) buildings, and '(b) plant and machinery, of erecting a 
"\Vorks having the same output as your present Works? How does 
'the figure compare with the block value of your present Works 
llnder the slime heads, and would the operating cost of a new Works 
-established now be greater or smaller than yours? 

68. What is the total (a) authorized, (bi subscribed, (c) paid up 
.capital of the Company? How is it divide.l betwcm Prefer(\Ii('~, 
OJdinary and Deferred shares? " . 

69. At what rate of interest is the dividend payable on the Pre
ference - shares? Are these shares entitled to cumulative 
dividends? If 80, state the dates on which they were first entitled 
'to rank for dividends, and whether any dividends are in arrears. 

10. Under what conditions do the Deferred shareR participate 
in the profits of the Company? -

11. Please prepare a statement showing for each Y!lar since the 
;establishment of the Company-

(a) the amount of the paid up share capital (Preference, 
Ordinary and Deferred) ranking for dividend, 

(b) the actual amounts distributed as dividends on each clasg 

of capital, and, . 
(c) the percentage on the paid up share capital of each class 

which the dividend represented. 

12. What is the average rate of dividend on the Ordinary shares • 
for the full period? 

73. What is the amount of the d;benture loans (if any) raised by 
'the Company? At what dates were they issued, and what is 
the rate of interest payable? If any period has been fixed for the 
Tedemption of the debenture loan, it should be stated. Similarly, if 
a debenture sinking fund has been established, the annual rate of 

-contribution should be given. 
74. What is the amount of the Reserve Fund (if 8.ny) created by 

the Company? Has this amount been accumulated from surplus 
-profits, or from other sources, e.g., by the issue of o;h31'es at a pre
mium? 

i5. What additional capital (if any) would It be. necessary to 
-raise in order to cany out any scheme of replacement or extension 
I()f plant which the Company contemplate? 

IX.-CoST OF PRODUCTICN. 

'The cost of production falls under two head!!:
(a) works costs,and 
I(b) Overhead charges. 
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The latter head-overhead charges-includes:
(i) Interest on working capital. 

(ii) Depre,ciation. 
(-iii). Head office expenses and Agents' commission. 

The head ' Works Cost' covers all other expenditure on the 
production of Magnesium Chloride. The dividends on .share capital 
are not included in the cost of production, !lor is the interest on 
debenture and other loans in so far as the sums so rail!p.d have been 
devoted to fixed capital expenditure. 

(a) WORKS COSTS. 

76. Please fill up the two Forms annexed to the questionnaire 
regarding Works Costs. 

The following explanations may be useful: - , 
(a) The Board are anxious to have as full information as pos

sible l'egarding the cost of production, hut they recog
nise the difficulty which manufacturers may feel In 

disclosing to the public the detail.; of their practice and 
their works costs. Great stress was laid on the import
ance of publicity in paragraph 303 of the Fiscal Com
mission's Report, and the Board also have explained the 
views they hold in paragraph 41 of "heil: Third Report 
on the Grant of Protection to the Steel Industry. It 
rests with the manufacturers themselves to decide what 
information can be given publicly, and llothing will be 
published which the witness desir~s to be treated as con
fidential. At the same time, the Doaru CaDnot base their 
recommendations merely on confidential information. 
The publication of the details of the work.; costs of each 
firm may not be essential ,because the Board may be able, 
by comparison of the various figures submitted, to arrive 
at a standard or average figure for each item. But it is 
very desirable that the total of the work13 costs should be 
disclosed in all cases. 

(b) In Form I the actual expenditure of the year under the 
various heads should be shown, whereas ill Form II it is 
the cost per unit of output that is desired. 

(c) The years for which figures have Qeen asked for are 1916. 
1918, 1921 and 1923. 

(d) The figure given against raw materials should be the cost 
delivei'ed at the W' orks and will include the cost of all 
labour employed in collection or transport. The cost of 
such labour, therefore, is necessarily exduded from the 
item' Labour' in the forms. 

(e) If at any stage of the process of manufactUl'e materials 31'e 
recovered and can be used again, the credits taken 
for such recoveries should be entered in the forms, and 
the manner in which ~uch credits are takcll explained. 
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(f) In the Forms Power and Fuel are shown as one item, liut 
it is preferable (if possible) that they should be shown 
separately. 

77. Was the works cost jncreased in any of the years for which 
ngures have been given owing to the fact that th~ \" (·rks were work
ing at less than their full capacity? If so, which were the items 
principally affected? To what extent would they probably have 
been reduced if a full output had been obtaiDed? 

78. Do you regard the works cost of the litst year for which 
figures have been given as abnormally high for any other reason? 
If possible, furnish an estimate of the works cost for some future 

. year on the assumption that--
(a) conditions are normal, 
(b) an output is obtained ~quivalent to the full capacity of the 

plant. 
79. Have you adopted a system of cost a<;p.ounting? If so,will 

you place before the Board, for examination and return, your cost 
sheets for the last complete year for which they havt' been prepared? 

80. Are you in a position to furnish the Board with i~forma
tion as to the works costs of Magnesium Chloride in any competing 
'Country for any year since the war? 

(b) OVERHEA.D CHARGES,. 

(1-) Depreciation,. 
/ 81. What are the rates of. depreciation allowed by the Income

'tax authorities? Do you consider that, in calculating the cost of 
production of MagnesIum Chloride, these rates of depreciation are 
suitable? If not, what rates do you suggest and why? 

8~. What is the sum required annually for depreciation at 
Income-tax rates on the total block account-· . 

(a) if the assets are valued at cost, 
(b) if the assets are taken at their value I>'.fterdeducting all 

depreciation written off up-to-date? 
The depreciation should be shown separatt:!ly for:

Buildings. 
1'lant and. machinery in continuous operation. 
Other plant and machinery. 
Other assets. , 

If you consider that rates other than the Income-tax. rates should be 
adopted, please calculate the sums required annually for depl'ecia
iion at these rates also. 

. 83. Taking the figures given by you in answer t'.l question 67 as 
the present-day cost of the buildings and machinery required for a 
Works having the same output as ;your present W ork,s, calculate the 
iium required annually for deprecIation at Income-tnx rates and at 

B2 
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the rates, you consider should be adopted if you think the Income-
tax rates are unsuitable. " 

84. Taking the total amount of depreciation to be written off 
according to the various methods given in questions 82 and 83; what 
is the incidence 1,ler ton of finished Magnesium Ghloride according
to the output eqUIvalent to the full capacity of the pJ;mt? 

.(ii) Working Capital. 
85. What is the working capital which the Cc;mpany- requires> ' 

ac~ording to the output equivalent to its full capacity? 
86. Is the Company able to provide all Ibe working capital it: 

requires from sbare and debenture capital, or is it' necessary ~ 
borrow additional capital for tbis purpose? 

8;. If additional working capital bas to be borrowed, wbat is tbe-
amount borrowed and tbe rate of interest payable? _ 

88. Compare the working capital with the cost of,one month's. 
output (works cost only, excluding overhead charge8')~_ 

89. 'Vbat is the average value of the stock~ of finished goods 
beld by the Company? What period normally e1al'se!; between pro-
duction and payment? . 

90. Does the Company find it necessary to :lOld large stocks of 
coal or raw materials? If so, the average value of tIle stocks heler 
should be stated. 

(iii) Agents' Commission and Head Office ezpenses. 
91. Has the Compan~ a Head office other than the office of the

local management? Is It under the control of a firm of Managing
Agents? 

92. If the answer to question 91 is in the affirmative, please
state:-

(t,) the annual amount of the Head office expenses; 
(ii) the Agents' commission. 

93. How is the amount of the Agents' commission determined? 
·94. What is the cost of:-

(i) Head office expenses 
(ii) Agents' commission 

per ton of your production according to tbeoutput equivalent to the
full capacity of the plant? 

X.-M"Ar.--UFACTURER'S PROFITS. 

95. Wbat rate of dividend do you consider to be a fair return on
Ordinary 8nd Deferred shares? 

96. If your Company contemplated the establishment of a new
, Works, or tbe purchase of new machinery and other equipment for
tbe existing Works-wbether by way of extension or replacement-
what rates of interest -do you consider it would be ,necessary to offer
on (a) Preference shares, and (b) .Debentures in order to attract: 
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capital, assuming that the profits made in the industry showed a 
IlUbstantial margm after providing the interest on the existing 
shares or debentures? 

97. If it were decided to i88ue ·Ordinary shares, what do-you 
consider would be the minimum probable return which would be 
likely to attract in.vestors? ' 

98. 'W'hat is the incidence per ton of Magnesium C'.uloride of:
(a) the fair return on the Ordinary and Deferred shares as 

given in answer to question 95. 
(b) the full "dividends on the paid up Preference shares; 
(c) the full interest on the debentures, in so far as the proceeds 

of ihe debentures have been devoted to fixed capital 
expenditure and not used as working capital? . 

N.B.-The figure should be given on the output equivalent to 
the full capacity of the plant. . 

J.J.-CLAIM POR PROTECTION. 

99. In paragraph 97 of their Report, the Fiscal Commission laid 
down three conditions which in ordinary cases ought to be satisfied 
by industries claiming protection. Do you consider that those con
ditions are Ratisfied in the case of the Magnesium Chloride industry? 
And in particular:-

A. Do you claim that the industry possesses natural advantages, 
such as an abundant supply of raw materials, cheap 
power, a sufficient supply of labour or a large home 
market? . ' 

B. Do you claim that, without the help of protection, \he indus
try is not likely to develop at all, or is not likely to 
develop so rapidly as is desirable In the interests of the 
country? 

C. Do vou claim that the industry will eventually be able to 
face world competition without protection? 

These conditions have been approved by the Government of India 
and by the Legislative Assembly, and it is therefore of great 
importance to ascertain whether they are satisfied. If you consider 
that your illdu~try fulfills these conditions, the reasons for your 
opinion should be fully explained. ' 

100. Do you claim that your industry satisfies either or bot'h of 
the conditions mentioned in paragraph 98 of the Fiscal .commis
sion's Report, viz.-

(a) That the industry is one in which the advantages of large 
scale production can be achieved, and that increasing 
output would 'nean increasing economy of production? 

(b) That it is probable that in course of time th~ whole needs 
of the country could be supplied by the home production? 

101. Do you' consider ibat YO,ur industry is of importance Oll 
national grounds and therefore deserves protection apart fron 
economic considerations? 
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102. Do you consider that there are any features of the industry 
which make it peculiarly suitable to Indian economic conditions? 

103. What special measures (if any) do you suggest to safeguard 
your industry against underselling by reason of:-

(a) depreciated exchanges; 
(b) subsidized freights; 
(c) any cause other than a reduction in the foreign cost? 

104. What is the amount of protection the industry receives at. 
present owing 10:- • 

(a) the existing Customs duties, 
(b) transport charges between the country of production and 

the. port of entry, i.e., freight, insurance, trade charges 
and landing charges ? 

105. What is the amount of the protection which you consider 
necessary? , 

N.D.-The reasons for proposing the particular rate recom-
mended should be explained. . 

106. Do you not think that consumers of Magnesium Chloride 
will object to protection being granted to your industry on the 
ground that it will raise their cost of production and also entail a 
sacrifice on the final consumers? 
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FORML 

Statement Ihowing the total ezpenditure in'C1Jrred on the production 
of Magnesium Chloride during certain years. 

(See question 76.) 

\ 

..:...- I1i16 • 1918. 1921. 1923. -
----

(1) Raw materiala 

(2) Works labour . 

13) Power aud fuel . 

(4) Ordinary current repairs and main. 
tenance of buildings, plant and 
machinery. 

\ 
(5) General services, supervision and 

local office charges. 

(6) Miscellaneous. e.g., rent, municipal 
taxes, insurance, etc • . 

(7) Any other single item not enumer-
ated above which amounts to 5 
per cent. or tIore of the total 
expenditure. 

Total 

Total production of Magnesium Chloride 
for the year. 

, 
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FORM II. 

-Statement showing the works cost per ton of Magnesium Chloride. 

(1) Raw materials 

(2) VVorkslabour 

(3) Power and fuel 

(4) Ordinary current repairs and main
tenance of buildings, plant and 
machinery. _ 

(5) General services, supervision and 
local office charges. 

(6) Miacellsneous, e.g., rent, municipal 
taxes, insurance, etc. 

(7) Any other single item not enumer
ated above which amounts to 5 
per cent. or more of the totll.l 
expenditure. 

Total 

. 
Credit for Materials recovered (if any) • 

Nett total 

(See question 76.) 

1916. 1918. 1921., 1923. 

• 

I----~-",1-Total production of Magnesium Chloride I 
for the year. , 
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. 
Witness No.1. 

THE PIONEER MAGNESIA WORKS, BQMBAY. 

A..-WBlTrEN. 

statement 1.-CoPl/ o/Iette,. /,.om the Pioneei- Magnesia WOt"k" dated lit. 
October, 1923, to the Government of India, Department of Commeroe. 

We have the honour to forward herewith our statement of the reasons why 
protection should be extended to this Industry, for submis~ion to the Tariff 
Board which .is now sitting. 

We may add that the Director of Industries as well as .the ~o~bay ~al' 
Department have been connected with this Industry ever smce Its mcelltiOll 
and we have reason to believe that they will bel only too pleased to support 
our case, being directly concerned and interested in our well-being as will be 
noticed from copy of our Draft Agreement with Government and also a letter 
received from the Deputy Commissioner of Salt & Excise N. D. in this connec-, 
tion dated Ahmedabad 13th September 1923. 

Begging the favor of a line in reply at convenience. 

Enclosure 1. 

Memorandum regarding Magnesium Chloride Industry for th" 
Tariff Board. 

Stafeaed of ,.ealon, why protection should be extended tothi, Indu"t"lI. 

Magnesium Chloride is one of five most important and necessary ingredients What III 
required fur cloth sizing in textile Mills. All warp yarn before being taken MdgDel!lIID 
to the loom shed generally requires to be passed through a size mixture in Chloride. 

order to keep the thread pliable and'soft and to enable it to stand the wear and 
tear better. For this purpose very light size is used, but in cases where coarse 
cloth' is woven or it is desired to give more weight, as much as 100 to 125 
per cent. size is often added. 

2. The principal sizing substances most in vogue are :-

(a) Adhesive or starchy materials like wheatfiour, maize starch, or 
farina.' . 

(b) Weight-giving products like China Clay, French Chalk, etc •. 
(0) Fatty or softening ingredients like oils-beef and mutton tallows, 

glycerine, soap, eto. 
Cd) Zinc chloride to prevent mildew or fungus growths. 
(e) Deliquescent agents like Magnesium or Calcium Chloride or even 

Common Salt in some cases, to keep the thread moist. But 
magnesium chloride being hygroscopic' in character and possessing 
also weight giving property, is by far the most suitable and 
desirable sizing medium hitherto known. 

3. The use of Magnesium Chloride in India varies according to the texture 17 ... 
of the cloth woven, and the dryness or hUf!1idity in the atmosphere, also to Ii 

.. 
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certain extent depe~ding upon the other component parts of the size mixture 
used and the' idiosyncracy of the Weaving Master; 

Roughly speaking the consumption varies from about 5 tous Der IOU !::~m. 
per annum for Mills at Abmedabltll and in other parts of India, to about half 
that quantity in Bombay, and taking the total No. of looms s.t 1,e:J,OOO the 
approximate annual average consumption in India may be set down at from 
3,500 to 4,000 tons at the outside, counting at the rate of abou~ 3 tons per 100 
looms per annum. 

4. Before the Great Europelltl War, Msgnesium Chloride' used to be a mono
poly of Germany and the average import price ruled in the vicinity of about 
Rs. 3/8 per cwt. c.i.f. Bombay. 

5. There was a customs ,uty of 2t per cent~ ad "alorem payable by mer· 
chants and other importers, exemption being granted to' Mills directly impor.mg 
for their own bona fide use, • 

According to' present tarifis however both Mills, and mHcJ1ants have to 
pay a u!liform 15 per cent. ad valorem. duty. 

jj. At Stassfurt in Germany there are large valuable deposits of a mineral 
called CarnaUite, which is a double-chloride of Potassium and Magnesium with 
traces of Bromides snd Iodides. Magnesium Chloride forms by far the greater 
portion of this carnallite and must be eliminated before recovering the potassium 
bromides and iodides, and thus it could naturally be exported irom Germany 
as a bye-product at 'V6ry little cost. Besides it was usually shipped from there 
as bottom cargo at extremely low freight rates, whereas the indigenous product 
has to bear considerable freight charges and cannot claim any sea-board to 
facilitate its transport. I 

Great Britain as a rule does not produce or export much Magnesium 
Chloride. It rather imports all its own requirements from Germany, not 
only for bona fide consumption but for also commercial re-export to India 
and other places. Besides textiles, Great Britain largely uses the Magnesium 
Chloride for making Magnesia cements and manufacture of fiooring tiles, etc., 
though in India this is a negligible quantity, and only textile Mills are so far 
knOwn to be the principal users. 

7. As soon as the War started and German supplies were cut off, prices of 
Magnesium Chloride like every other commodity began to soar high, and a 
stimulus was thereby given to the investigation of local resources. ' 

Attention was drawn in the year 1915 to the almost unlimited supply of 
Bitterns (which is a term applied to the residual mother liquor left in the salt 
pans after the sodium chloride or common salt is formed from brine at the 
bottom) at Kharaghoda, where the Pritchard Salt works of the Bombay Govern. 
ment are situated, and where about 40 lacs of Bengal Maunds of what is 
known as the Badagra cube-salt is annually produced departmentally. 

8. Kharaghoda forms part of the Desert of Cutch being 60 miles away from 
Ahmedabad and only 18 miles by rail from the important junction station of 
Virjlmgam, on the Bombay, Baroda and Central India Railway. The Gulf 
of Cutch about 60 miles further is supposed to be the source of an the brine 
water at Kharaghoda with which the sandy soil is saturated and this brine 
contains besides the sodium chloride a few other salts and is particularly rich 
in Magnesium Chloride which is usually found in the ratio of 1 to 12, in the 
Kharaghoda Agurs. In the ordinary working season from October to May, 
Bitterns are let otI twice. On a very rough estimate, this supply would run 
to. about 25,000 tona annually which could, be easily turned into· say 10 to 
12,000 tons of Magnesium Chloride every year of the best quality, which is 
enough to 8upply the whole of India 3 or 4 times over. This is, not taking 
Into account the adjoining salt works at Kuda-whioh are only 10 miles away 
from Kharaghoda as the crow flies-belonging to the Dhrangadra State, where 
also exceUent Magnesium Chloride is produced in Bufficient quantity in full 
competition with the Kharaghoda product. 
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India haa thus vast untapped resources of this material and could very w;)il 

afford to be thoroughly independent of foreign supplies and even to export any 
amount under favourable conditions. Besides it can give rise to many a new 
allied industry if proper support be give~ and means ta,ken to protect it. . 

9. The Bombay Government first invited tenders in the year 1915 for the BegInning of 
right to remove the Bitterns from the Kharaghoda Salt Works, with the result ~g~!,eew 
that one Mr. P. V. Mehd, M.A., B.Sc. (Assistant Professor. of Chemistry at WorkB ~t 
St. Xavier's College in Bombay) succeeded in obtaining the Contract from the Kbaragboda. 
Commissioner of Salt, Opium and Excise 'on Royalty payment of 8 annas per 
cwt. This was only for a few months, when fresh tenders were again invited 
for the year 1916, and each succeeding year thereafter. and a private c<>mpany 
formed in the name of the Pioneer Magnesia Works· of Ahmedabad, consisting 
of the Hon'ble Sardar Rustom Jehangir, Vakil (Mill Owner and MlJrchant of 
Ahmedabad) and Messrs. B. S. Lalkaka, B.A., and P. V. Mehd, M.A., B.Sc., 

New Agreement. lIubotitut- was started to run the contract. The Royal~y pay
Ing Government partIcIpatIon able was fixed at Re. 1-8 per cwt., that beIng the 
In Company', profit In plaoo ot highest rate offered to Government. This contract 
llsed hoyally 88 hitherto. was renewable from year to year and from the 2nd' 
year, the Company established its Factory at Kharaghoda and has been 
working there since; under the supervision of the Government Salt Depart
ment, and in close collaboration with the Director of IndUlitries, Bombay, 
through whom the preseut new agreement with the Secretary of State for. 
India has been negotiated. According to this Agreement, Government have 
now become direct participators under certain conditions in. the Company's 
nett profits in place of the hitherto fixed Royalty of Re. 1-8 a cwt., upon all 
the removl&ls from Kharaghoda. 

10. The Company have at their works, a trained chemist and an Enginear, Company's 
besides other requisite staff they have also, their offices at Ahmedabad and ReBOUrce!'. 

Bombay, both principal centres of the Mill Industry. Besides their represen-
tative goes round every year for canvassing orders from the rest of India, and 
to push the Company's sales. They have also a small Laboratory for conduct. 
ing experiments and their chemist was sent for further study and investigation·· 
and to carry on certain Research work under Drs. Sudborough and Watson at, 
the Indian Institute of Science at Bangalore. ' 

11. The Pioneer Magnesia Works occupy an area of about,20,000 square 
yards leased from the Kharaghoda Salt authorities, on which are placed their 
Factories, Railway Siding, Office Bungalows, Work'men's chawls, and other 
Store rooms, besides a separate shed for making drums for packing their 
material. An up to date Motor Rail wagon with a 6-ton tank-attachment plies 
in the Working Season for bringing the Bitterns from the Agurs to the Works 
and larle masonry reservoirs holding a thousand tons or more a1) a time made 
of stone.paving throughout, are constructed for storing their raw material. A 
good idea could be formed from the illustrations given in the small monograph 
on the Kharaghoda Industry published by the Company of which some spare 
copies are herein enclosed for the information of the members of the Tariff 
Board. ,. 

12. They have also a good financial backing and always have a large supply 
of several thousand drums ready to meet any demand. . 

13. Their product has been analysed more than once, side by side with Magnesium 
various samples taken out of German drums, under the supervision of Pro- Chloride 
fessor A. J. Turner, M.A., B.Sc., F.i.C., Government Chemist !ltta<,hed to the ~~f,:)atift 
Industries' Department, and is in no way inferior in strength or gualit;y to the • 
best imported article •. (Vide comparative analysis given...:..schedule A.) 

In 1920, small trial consignments were also sent to certain firms in England. JUporta. 
These were well received ana showed every prospect of some firm offers being 
made, as could be seen from telegrams and letters exchanged on the Oompany's 
file, and but for the difficulty of shipping and heavy freight charges prevailinil 
then, this might have resulted increasing a good export demand for th~ 
Company's goods. 
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U. The Company hopes when times impro~. to again hid for foreign 
export. 

15. Magnesium Chloride could also be ~ed in tile-manufacture and for road 
watering as also for making Magne&ia Cements, but these uses require to be 
consideraiJIy developed in India. . 

16. The Bombay Municipality did make 80me experiments for using thiJI as 
a road-watering material of which the result is not fully known, and a certain 
tile Factory in Madras have also bought some wagons from the Company for 
their use. There has also been some demand though very little from Rice 
Milia for use as a grinding agent. 

a",·lII04MII. 17. Epsom Salt and Glauber Salts could be produced from the Kharaghoda 
Bitterns, lIut on account of the very small proportion of these salts in thfl 
original mother liquor and owing to the use of sulphuric acid and other more 
elaborate process, the cost becomes prohibitive and it cannot pay as a com
mercial proposition against like products manufactured in Bombay and else
where. 

There is a slight trace of Bromine also in the Kharaghoda Bitterns and in 
1918 Government on the advice of their technical expert made the Company put 
up a special experiment plant for the purpose of recovering the Bromine and 
manufacturing the Magnesium Chloride in a special way. The idea was 
dropped however, because Bromine which was considered a valuable adjunct. 
for explosives in war time, was no longer needed so acutely after hostilities had 
ceased, and further the Company·s own process of manufacture was acknow
ledged to be far more effective and economical in the end than the one whicll 
the Company were forced to experiment with at a cost of several thousand 
rupees which reeulted in dead loss to them when the plant was subsequently 
scrapped. . . 

Thia may, however, serve to show that in times of difficulty or when neces· 
aity arises in the event of a national emergency the Company's works may 
prove of invaluable aid and not be altogether devoid of interest from the 
Government point of view. 

18. The Pioneer Magnesia Works situated on the outskirts of the big salt 
works of Government at l{haraghoda have a particular facility for re1ning and 
turning out a more ilurified quality of !!Odium chloride from the ordinary 
Badagra Cube salt which is so .much mixed with dirt and other impurities. 
They have therefore established a small plant for making Refined salt (also 
Tabls salt) which comes up in all respects to the imported Liverpool salt and 
could easily compete with the best Cheshire or Cerebos Salt if so desired. On 
the recommendation of the Director of Industries, numerous Military' Dairies 
all over India have actually used the Company's product in place of the English 
Butter salt which they were importing. 

19. It may be interesting to note here that Calcutta alone imports annually 
something like 4 to I) lac tons, i.e., about a crore of Bengal maunds of this 
refined salt in bulk from such places like Liverpool, Hamburg, Barcelona, 
Aden, and so forth, against which the Indian refined salt has to compete also. 
Of all places Bengal alone is used to this foreign salt to any large extent, and 
although the Company has been making serious efforts to popularise its use in 
places clot.", by like Ahmedabad snd Bombay, hitherto there has not been much 
encouragement nor demand in bulk except for the Calcutta market. 

20. The sea freight on foreign salt from thousands of miles away, works 
out roughly at only 4 annas a maund (i.e., less than Rs. 7 \lr Rs. 8 a ton) 
whereas froll!. Kharaghoda to Calcutta even at ('oncession rates, the Company 
lIa~ to bear as much as Ra. 1-12 a maund or nearly Rs. 45 to Rs. 50 a ton, other 
'.AJ!lditions being equal. Unless therefore ,things are radically changed, it is 
hopeless or impossible for the Indian Industry to stand on its own legs or to 
IIOlllt'ete against the foreign rivlIlry. The Bame excise duty of Rs. 2-8 a 
IDAund prevails equally for both the indigenous as well as the imported salt. 
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21. This subject also requires careful and sympathetic consideration and 
provided luitable protection could be had, there is immense possibility for the 
10cal Industry to flourish, and take its proper place side by side with the 
similar imported product and in the case of this Company this ,",ouId also 
materially tend to lower their cost of the Magnesium Chloride production, in
asmuch as .the same staff could supervise and attend to both the plants 
running Bide by side. 

Comparative .tatement o/Magnesium Chloride imported into B')mbay and the 
quantity produced at Kharaghoda and aold by the Pioneer Magnelia Work •. 

FORBIOI< IXPORTS. 

ABAOBODA FIQURRS. 
(''''''' olioiol ftgu, .. publiohod ',,'h. Bombay Gazette 

T,ade Rail ...... ) 

Average 
Import 

Ptoduotion. 

Yean ending Ton' Value. 
price'!>er Sales Gross cwt. exclu .. Tdn, realisa-31.8 ~ March. (abou~). slve of Calendar year about. tlOns. Duty and January to Tons. 

other December. 
oharg ... 

------I 
II.o. II.o. _t.. P. - I II.s. 

191H5 2,705 3,00,570 5 8 9 ! 1914 Nntota rted. 

11/15·18 8,583 9,33,075 1315 o 11915 Dlt1to. 

1918·17 1,087 2,81,355 18 3 o 1916 968 838 1,45,873 

1917·18 1,185 2,00,955 1Z 5 0 1917 1,145 1,181 2,09,742 

1918·19 Notav allable. .. 1918 1,845 1,920 4,27,816 

1919·20 848 2,27,397 13 8 6 1919 1,822 1,648 4,01,206 

1920·21 2,929 8,39,210 '14 4 0 1920 1,477 1,173 2,55,825 

1921·22 2,330 4,49,880 D 10 0 1921 851 1,099 2,0'3,255 

11122·23 2,716 2,93,594 6 8 6 1922 1,353 1 735 1,03,897 

TOTAL 17,343 36,16,836 

1923·2&. 1923. 

April 858 55,345 I 8 6 January .} to Nil 198 20,205 
Kay 623 37,737 3 0 0 June. 

lllne 635 35,407 2 12 6 

TOTAL 2,116 1,26,489 TOTAL 9,459/ 8,792 17,67,819 

N.B.-~ following r;olnts have a particular bearing on tto fI" .. nt question aLd ",.11 b. """,fnlly 
IIOted. . 

22. To the Kharaghoda figures must be added the rival figures of Pro
cluction and Sale from the adjoining Salt works of Kuda in the Dhran,gadhra 
territory. These are not exact but may be roughly put down at nothing 
less than about 500 tons per annum. These are likely 'to be exceeded consi
derably in future, because from next year the State has been granted 
permission and -has made arrangements to manufacture several lakh maunds 
of Sodium Chloride in their own agurs in place of only 30,000 maunds to 
which they were restricted according to subsisting Treaty, Rights with ths 
Government of India. 

23. It may further be noted that U:ccording to authentic official 'recorda 
quoted above, the proJlQrtion of Im'{lQrts is almost 95 per cen... Qermail 
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and? per cent. only from the rest of the World including Great Britaill"~ 
as WIll be seen from the following detailed summary showing the quantiti_ 
arrived in Bombay Port alone from various sources during the past It 
years froJP January 1922 up to June 1923. 

Import 1 value 
without Average approximate price 

30u:cea 0: ~&:lport from Toos CW. CostoD!9 
( .. bout). Duty and per cwt. without duty and. 

other oU- charge •• 
8undry 
c!:arges. 

:as. &. P. ; 

This Is more or les. the .ame I -
origin, i.,., Germany- I 
United KIngdom. . · 113 2,263 28,417 12 II 0 I For period frolllo 

Germany 2,717 51,350 6 II 
1st January 

2,87,\102 , 
I 

to 31st Decem-· 

Netherlands 
ber 1922. 

74 1,492 11,354 6 , 3 

lIelglnm 34 678 3,695 5 7 S 

TOTAl. · 2.1138 I 68.783 3.211.368 5 II 6 

United Kingdom · 83 1,662 13,197 8 0 0 ; For period from 

Germany 63,1116 ! 1st Jauuar!" 

· 2,696 1.66,265 8 1 3 
! 

to 30th June 

Other countries 
11123. 

15 298 1102 3 0 0 I 

"ftUL 2.794 I 55.876 1.80,364 3 S 6 

24. The disparity in ruling prices of stuff imported from United Kingdom 
as compared with Germany is very glaring and surprising, and shows that 
whereas Germany could send out at Rs. 5-4 in 1922 and at Rs. 3 in 1923 
per cwt. Great Britain is nearly 2i times dearer and cannot export at. 
e!!ything less than Re. 8 in 1922 and Rs. 12-9 per cwt. in 1923. 

Also Germany has a virtual monopoly of the Imports and has sent out-
2,717 tons out of 2,938 tons in 1922, i.e., 92i per cent. of the trade and 
2.696 tons out of 2,794 tons in 6 months alone of 1923 or 96 per cent. of 
the total imports. 

25. 'l'hat the 'present .competition is sufficiently killing and ruinous to. 
the local Indian industry may be judged from the separately given figures 
of actual costs of production incurred by the Pioneer Magnesia Works at 
Kharsghoda for the past 7 years of their existence. (Vide Schedule B.) 
This would show that whereas the Kharaghoda costa have remained more 
or less constant and could not possibly be reduced to any appreciable exten\ 
unless and until the other important necessary expenses like packing material 
or Railway freights and handling charges, Royalty, etc., radically changed, 
the German prices have been constantly going down and down with their 
tumbling exchange and. even now it cannot be said that the bottom is 
touched. 

26. Whereas the imported stuff sells on c.i.f. terms or in sOJlle cases at 
godown rates in Bombay, the Pioneer Magnesia Works deliver it free at 
Mills and accept Mill weights as against invoice weights in the other case. 
That -means a material addition to the Company's costs. Besides the 
Company's packing is in sound galvanised drums, which means more money 
to them though the drum w):ien empty is not without value to the pur
chaser. The prejudice, however, in favour of Germany is so strong thali 
even though their packing is so inferior 'and it is a common experience to
!ee drums half full if not totally empty sometimes, the first low cost is 
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'everything and is enough temptation to the purchaser to prefer it to. the 
40cal article however good. 

27. This is the state of Competition when the Germans themselves are 
not yet established here or have come to trade in India after the War. 
Bu~ it is difficult to imagine what further cut-throat competition there may 
be JD store for the Industry after they have once again established a firm 
footing as before in this country. '. ' 

28. The German stuff moreover has / an important advantage over the 
local industry in this way, that owing to Bombay being the first port of 
-entry and the sea freights being necessarily lower than the Railway charges 
however cheap, they can afford to under-sell the indigenous product to some 
-extent, whereas the Company could have no control over the Railway 
freights from Kharaghoda to Bombay and have to bear other heavy inci
-dental and double handling charges. 

It is small wonder, therefore, that in spite of the Company offering 
,their goods at much below their intrinsic costs, not a single drum could be 
sold in Bombay for the past one year almost in face of the German distreBll 
goods knocking about and put on the market by nervous dealers. The 

. 'Coml>any's Factory is therefore per force shut down since last year, and 
"though the expenses have been cut down to a minimum, certain unavoidable 
cbarges go on accumulating and only add to their burden of carrying over 
large stocks from which to make sales whenever a demand is visible. The 
present low prices of between Re. 1 and R8. 2 peT cwt. prevailing in 
Bombay are not enough to cover e-;en the Railway freight and ,handling 
charges incurred by the Pioneer Magnesia Works on their Kharaghoda 
stuff, and so far as could be judged from the past nine months' working the 
-Company is not even covering the expenses and stands to lose a s~bstantial 
1P0rtion of its capital before the year is out. 

ATguments in la''-o1V' )1 PTotectiofl. 

29. 1. N aiumZ advantage •. 
(a) There is an abundance of raw material at Kharaghoda which annually 

'goes to waste in such large quantities. This is exclusive of the immense 
Tich supplies lying dormant at the adjoining Salt Works of Dhrangadhra. 
and other untapped resources all over Kathiawar ,and in other parts of 
India. The following calculation roughly shows the estimated yield of 
'Magnesium Chloride from Bitterns from the Pritchard Salt Works of 
Government at Kharaghoda alone:-

Tons 
"Pans. Long Broad High Lac Bengal lIds. of Salt 1,50,000 

800 250'" 100' "10' 35 to 40 annually = saY--1-2-
Tons Crops Tons of Bitterns 

= 12,000 of Bitterns" 2 = 24,000 

This means at least about 10 to 12.000 tons of best Magnesium Chloride 
-or three times the total requirements of India year after year. 

Dhrangadhra if fully worked' cOuld yteld much the same quantity, so 
"there is absolutely no lack of raw materia.l so far as the. indnstry is concerned. 

30. (b) So long as salt remains an integral part of vit~l !ntman consump
-tion and the Kharaghoda Agurs are not finally dismantled or abandoned, 
Magne~ium Chloride will ever count as an important subsidiary bye-product 
and will continue to play its part provided, of course, the Mills do not also 
-cease, using it as 11 sizing ingredient as at present. Of this there is no 
;mmediate dBnger. -

31. '(e) TTan.port.-The Kharaghoda agurs are served witll.a net work 
of about 40 miles of Railway line throughout the Salt works, whIch no doubt 
'helps the Company materially in bringing their raw Bittern. tc t.fIB Factory, 
as promptly and economically as !,ossibl". " 
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Further owing to the importance of the salt industry Itsell there is 
·lny· amount of Railway facility for transporting the manufacturll(l product. 
.firact from the Company's Railway siding to any part of India with the
minimum of delay, 

32. (d) Labo1tr.-This is also cheap and plentiful at Kharaghoda and of 
a sort.. peculiarly adapted to this class of handling and work, for which the
ordinary labourer. would not do so easily. Magnesium Chloride being of a 
corrosive nature and the conditions of work at Kharaghoda rather peculiar
and of a somewhat strenuous nature, an ordinary workman would soon 
run away and not be able to withstand the extremes of heat and cold an~ 
the blinding· summez: sandstorms. The "Agaria "-as the Agur laboul'er
is called-who is bred and born in these parts is well adapted for this class. 
of work and does it very efficiently. 

33. (e) Company', re,01trcea.-The Company has the good fortune of 
possessing a wealthy Mill-owner and financier in Sardar Rustom J., Vakil 
of Ahmedabad, so there is no dearth of capital to meet any future develop
ments as may be deemed necessary or expedient. 

They have a well established office in Bombay working in conjunction 
with an influential Firui of good standing and reputation (Messrs. H. M. 
Mehta & Co. of 123, Esplanade Road, Fort,. Bombay) with another Head office 
at .Ahmedabad to look after the sales; besides they have a well trained 
chemist and an Engineer at the Works, and the Company's representative
also visits different lIilIs all over India to canvas sales. 

34. (f) The Company's product is well known and used by almost every 
Mill in India. The packing is in sound galvanised drums. Their quality 
Rlso is quite up to the mark and the analysis compares very fav;ourably 
with the best imported article, and given suitable conditions it is possible 
to build up a successful export trade with. Great Britain and other foreign 
countries to the lasting advantage of this country. The Company were
.. Iso awarded a Diploma of merit lit the Madras Industrial Exhibition of 
1918. 

85. (11) The general cost of production is fairly low and but for this 
unhealthy and artificial competition which enables Germany to dump her 
goods into India at ridiculously cheap rates, there is every chance for the 
indigenous product ~o grow and to stand on its own legs, so as to meet. 
any world compt!tition. 

Protection, however, is absolutely necessary under present abnormal 
conditions, notahly on account of the fabulous depreciation and collapse of 
the Mark in Germany which to a certain extent acts like a bounty in 
favour of the exporting country, and is the means of overflooding of cheap 
goods, in allied (:ountries, causing so much unemployment in Great Britain 
and .elsewhere. 

36. Even in pre-war times German Magnesium Chloride used to be 
lan<ierl ill Bombny at about Rs. 3-8 per cwt. f.o.r. Bombay, whereas just 
now the prices rule between Re. 1 and Rs. 2 per cwt. owing to a variety of 
causes, viz.:--

Fir,tly.-The Germans have long since ceased quoting in Marks. All 
their· transactions are now conducted in foreign currency and with every 
appreciable fall in the value of the ;Mark there has been a material reduction 
in sterling quotations as judged from the tabular statements already given. 
Even the latest (Juotlltions are in the vicinity of £1-10 to £2 per ton which 
would mean roughly less than Rs. 2 per cwt. f.o.r. Bombay including the 
1:) per cent. duty and all other incidental charges. 

This is possibly due to the fact that Germany having established gold 
('redits in foreign countries, is in a position. to sell 80 cheap despite the 
fact that the cost of production in her own country has materially risen, 
Instead of being lowered. 
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3i. Secondly.-Germany being a debtor country is naturally anxious i;C) 

turn all her merchantable ware into ready foreign money regardless of real 
value, and this added to special export facilities granted in her oWD 
country, possibly enables her to throw it away 80 cheap, which others 
cannot afford to do. 

38. Thirdly.-All export trade is run by big groups or syndicates who 
dabble in marks and arrange credits in a way which materially cheapens 
their cost of purchase. 

39. Fourthly.-Magnesium Chloride is a waste product of very ,little 
value in Germany itself and since it requires to be removed from there at 
any cost, after recovery of other very valuable salts or minerals, they could 
afford to pack it off to foreigners, irrespective of price. 

4.0. Fiftllly.-Magnesium Chloride used to be brought as bottom cargo 
b.'lfore the war and even now there are extremely low ofreight 'rates for 
this clas! of goods whiOh are brought down from Germany in their own 
steamers. 

41. Sizthly.-Germany is out to capture her lost trade and to re-estab
lish herself in. foreign lands. She can therefore afford to offer this bait of 
cheap prices to kill the infant indigenous industries in other countries 
which when once done, would no doubt enable her to demand her own terms 
and. Rell at any fancy prices afterwards. 

42. Seventhly.-":During the last 2 years many an Indian Merchant who 
had never dreamt of handling or even seen this article, was tempted by 
low offers to put large indent orders so much so that where ten tons would 
suffice, 100 tons were ordered, and the market was overstooked. Owing to 
the corrosive nature, bad packing, long distances and t&anshipments at 
various places, German -drums have been found to be leaked out- fl\Om top 
to bottom with the result that the merchant here is badly hit and it; 

. very anxious to part with his goods a1; any price lest he might not rel\lise 
even that much by waiting longer. Moreover, it requires big godcwD 
space, which means further expen~e_ There are, therefore, anxious sellers 
in Bombay at the moment at even Re. 1-8 a cwt. or lower for any lot 
purchases. This ergllment is' only used to show the unfortunate position 
into which the Indian industry has been reduced through lack of protection. 

43. Eighthly.-Thel'e have been prolonged Mill ,strikes at Ahmedabad_ 
Jleddes in consequence of dull trade generally, leading to curtailed mill 
production; the demand for Magno~ium Chloride ha~ also considerably 
illllen, which acts like a load, on thiE industry. Meantime fresh shipments 
continue to e.rrive against pending contracts, thus making it more and 
more difficult for the nascent industry to hold up against fast accumulating 
stocks. They ar... PElr force obliged, therefore, t'o shut down the Factory 
in view of such lldverse factors, a~ l,eo.vy loss. Protection is not wanted 
permanently but, as a temporary mtoasure only, so long as this ajmormal 
stat", of things lasts. As it is, it is even too late and should have been 
thought of 2 yean ago. For the mischief is done and it will take a 

,considerable time to get things moving again in face of the immense 
qunntitiee that are already imported and lying unconsumed in the country. 
If any relief is to be granted, urgent steps are most necessary and advisable. 

44. Ninthly.-Apart from any indirect advantages like those of Govern
ment Royalty, distribution of wages and payment of Railway chargef, 
income.tax, etc., as could be gleaned from the following table, which are 
lost to the country, Government have by tl\.eir new agreement a direct 
interest in the continuance and well.being of this industry owing to 
participation in half the Company's profits year after year. Some consi. 
deration is, therefore, due to the Company as this factor cailnot altogether 
be ignored or lost sight of. 
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'Tabl~ of Royalty-Labour charges and Railway freight-Payments annually 
. made by the Company. 

Years. Government Wages and Railway other TOTAL. Royalty. charges. freight. 

Rs. Re. . Rs. Re. 
0 

(about) 

11916 . ·31,847 30,000 10,690 72,537 

>1917 38,096 • 20,000 10,025 68,121 

.1918 . 55,741 48,000 13,591 1,17,332 

11919 47,296 45,000 10,721 1,03,017 

.1920 . I 
i 

33,557 30,000 7,589 71,146 

!921 

I 
38,772 26,000 12,500 72,272 

1922 14,87-1 24,000 I 5,118 43,992 . 
TOTAL . .2,55,18:: 2,23,000 l 70,234 5,48,417 plUB 

68,429 

Tor income-tax paid during the above period whiC;h would mean a potential 
.gain to the country at the rate of about Rs. 90,000 per annum. 

45. Tenthly.-Judging from the Company's productiou during the past 
seven years of nearly 9,500 tons, there has been an average annual output 

-of 1,300 to 1,400 tons which is derived only from 4 months' working on 
·-their present resources. This means th~t for eight months of the year the 
Factory lies idle and is not working. Provided there is enough demand, 

·-even on their present plant-which could be considerably increased at very 
little cost-the Pioneer Magnesia Works can turn out at Kharaghoda fit 
least 4,0Q.0 tons of Magnesium Chloride per annum, which is equal to th~ 
whole of the demand from Indian Mills and this would necessarily lower 
their cost of production, and add proportionately to the distribution nnder 
all the three heads> as shown above, which otherwise would be a total 

-economic loss to India if this promising nascent industry were to be extinct, 
and hounded out by such ruthless (ierman tactics. 

46. EZllv6nthZy.-To the argument that protection may tend to make the 
price unnecessarily dear to the consumer, the following answer could be 

.given. 
Conditions, of course, vary with each individual Mill and hence it is 

~ifficult to gIve exact calculations. However, the following will Itive a good 
idea. 

On the basis of 20s. to 24s. warp x 30s. to 36s. weft of yarn used in 
a Mill and taking an average of even 100 per cent. size per lb. of yarn 
(which is altogether a very high percentage to take for all India) it appears 
"that leS$ than half a lb. of size is used on every lb. of cloth woven. The 
average approximate cost per lb. of si~ mixing in a Mill at the present 
day would roughly amount to 21 ann as of which. the proportion of 
Magnesium Chloride is only about 1/24th of 30 pies=1 to 11 pies per lb. of 

-size med. 
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In other words, the total cost of Magnesium Chloride per lb. of clotb 
woven cannot be more than half a pie at the very highest computation. 
which is altogether negligible and the Mill Owners' argument of increase 
in costs, would fall to the ground in view of the other important negative
advantages accruing to the country by the continuance of the Industry 
in India. 

Nation/d defence. 

Twelvthly.-Though not directly contributing to national defence, this. 
Industry may in times of emergency be easily adapted for collection and 
recovery of bromine. and such like substances which are highly valued for' 
explosives and the Factory could also be made a nucleus of any new or' 
cognate industries which it may be possible to run to advantage or made
to serve for demonstration purposes at Kharaghoda. 

47. Thirteenthly.-The best way of protecting the Inaustry would be by 
means of an anti-dumping dut, on the Foreign Magnesium Chloride arriving. 
at port, so 88 to make it impossible for it to undersell the local product at 
anything below the actual cost of production as shewn. above. For this. 
we have a good precedent in Australia where anti-dumping legislation 
actually is in force now and a Tariff Board is working to protect the locaL. 
industries against ruthless foreign competition, as is now contemplated in, 
India. . 

To decide what amount of actual Duty should be effective against the· 
foreign article, it will be necessary to consider the local minimum costs and 
the average approximate import value during the past, and supposing the: 
Company's lowest cost of production comes to about Rs. 3-2 per cwt. f.o.r. 
Kharaghoda (without Royalty) 1'/'1" handling and railway freight and godown 
charges in Bombay amounting to Re. 1-8 extra it will mean Rs. 4-10 the· 
least Bombay. To this must be added a reasonable margin of profit for
the Company of say 12t per cent. which would bring the minimum sale 
price to about Rs. 5-4 per cwt. in Bombay, and to bridge this gulf a duty
of about 200 per cent. or a little more or less may even be necessary so>' 
long as German import prices remain at this present low level as judged', 
from the Customs returns. above quoted. 

48. Fourteenthly.-Protection is not sought for the Pioneer Magnesia" 
Works alone but in favour of the Magnesium Chloride industry in India as a 
whole, and there being other rich fields of supply also, there is no fear of 
creating a monopoly for any particular Company. Rather it is bound to
benefit the whole country and do immense good in the end both to the-' 
producer 88 well as the consumer. 



ScHEDULE A. 

[Comparative anaiy8i. oj diJferem 8amplu 0/ German. as well as Kharaghoda MagfiUium Ohtorid;.) 

B0tn6ay~ January 19~3. 

Alkalinity Mag. 
Calcium Mag. Water In C. 01. Sodlnm Iron lio. Description of sample. Colour. ofN. lia. nesium Chloride Oxide Oxide neslom (by RIIIIA.RK8. OHper Sulphate lia CI. Fe. 0 •• CaO. Chloride dill.), 

100 g .... Mg 80,. Mg CI •• 
, 

-- ---- -1 German 12 cwt. Drum Top Sky blue 1·20 0·25 1·02 1)·001 .. 46'82 52·31 All the Getman Rampl.. gave a 
I! German 12 cwt. Drum bottom 46'08 61'9i1 

clear solution, on the addition Do. 1·20 0·25 1·74 0·001 .. of H. CI. The Kharaghoda 
8 German Dram Middle 45'82 52·98 

lamples on almilat treatment • Good white 0·72 0·12 0'08 .. .. did not give any r ... ldue but , German Drum Bottom 47-06 52·74 
the aolutlon was cloudy owing Do. 0·90 0·13 0·08 .. " to very very fine suspen"loD. 

6 .Jerman Drum Top White ollght 0·30 46·66 62·96 
In sampJrl 3, 4, 6, 7, 8, 9. 10 1·76 0·10 .. .. and 11 the amount of Iron blullh tint. oxide was lesa than 0·001 per 
cent. 8 German Drum Bottom Strong yellow • 1-75 0·84 o·iil 0·007 .. 46·20 52·80 -7 Xharaghoda Drum Top Grey " 0·46 0·77 0·88 .. .. 46·24 52'Jll 

8 Kharaghoda Drum Bottom Do. 2·0 iHO 0·40 .. .. 44·9S 50'95 
II Kharaghoda Bottom . . Grey but deeper 1·74 3'39 0·60 .. .. 45·19 ,60·81 

thallin 7 and 
8. _ 

10 KharaghOda Top Do. 0·87 2·05 0-85 .. .. 4S·80 61·30 
11 German powdered . Dull Granular _ Acid In Nil, Nil .. .. 46·74 63·26 

re.,ctlon 
acidity 
0'3 per 
100 C. 

, 
01. of 
N. 

H2S0, 
1mB. 



Enclosure :s, 
SCHE:OULE- n. 

Detailed Statement showing actual annual expenditure incurred by thl! Pioneer :Magnesia Works on ifagnesium Chloride 
manufactured at Kharaghoda according to their Books of Account from 1916 to 1922. 

Oomparative ,tateme'llt of worki'llg COlt. from 1916 o'llward,. 

Serial 
Item. 1916. 1917. 191$. 1919. 1920. 1921. 1922. No. 

, 

-Ra. Ra. Rs. Ra. R8. Rs. R,. 
-

. 1 Royalty. • • • r' 31,847 38,096 55,741 47,296 35,557 33,772 14,874 
2 Bitterns extraotion and storage . · ~~ 3,775 6,083 19,845 16,914 9,694 3,673 5,618 
3 Factory charges ell 0 20,277 6,632 16,736 18,561 11,348 10,875 9,309 · ';" 4 Motor Rail Wagon · ~ ~ .. .. .. .. .. .. 2,661 
5 Fuel • • • ::O!.~ .4,067 14,229 39,830 23,949 17,691 15,103 12,938 
6 Drums and Packing '- 10,896 20,440 48,588 38,298 28,606 35,913 16,606 

• 7 Railway charges • • . · • 10,690 10,025 13,591 10,721 7,589 12,600 6,118 
8 Transport and handling charges , . 3,157 5,915 7,286 8,536 6,039 7,485' 3.138 
9 Sundries. • • • r' 848 2,720 2,596 5,290 2,084 2,294 1,500 

10 Rents and Taxes • ~1i' 1,498 278 425 1,661 2,289 2,213 1,463 
11 Travelling • • , • 00 726 580 1,258 936 611 1,245 1,191 • a; (J 12 Establishments, allowances, etc .• · .. ." 6,681 9,535 17,915 5,910 5,275 12,141 6,377 
13 Bad debts CD ell 280 1,606 2,310 239 59 1,144 , • iI..1l .. 
14 Insurance charges -, 

• C) .. .. .. .. .. 360 
15 Interest. • . . . . . . . 3,124 2,807 2,385 2,951 3,437 5,514 8,046 
16 Selling Expenses (Commissions, discounts, shortages, etc.) 20,349 19,579 38,806 31,370 16,468 20,864 9,803 
17 Depreciation . . 5,957 14,268 15,000 22,843 24,933 24,000 11,844 
18 Income Tax . , 1,625 2,645 - 5,572 23,566 16,114 18,907 .. ------

2,07,646/ TOTA.L 1,13,107 1,53,228 2,90,888 2,64,499 1,88,344 1,10,845 
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Statement of actual working costs of Magnesium Chloride per cwt. f.o.r_ 
Kharaghoda based on annual production, at the Factory from 1916 to 1922~ 
as seen from the Pioneer Magnesia Works' Books of Account. These are-' 
exclusive of Railway freights, handling charges, selling commissions, depre
ciation and income-tax payments which would .aU have to be counted 
extra. 

1916 

1917 

1918 

1919 

1920 

1921 

1922 

YearS. 

TOTAL 

Sales. 

cwts. 

16,762 

23,610 

38,403 

32,950 

23,468 

21,979 

14,698 

• ]71,870 
• 

Produc. 
tions. 

cwts. 

Total 
annual 

working 
costs as 

above f. o. r. 
Khara· 
ghoda. 

Re. 

19,327 71,329 

22,896 1 .. 00,796 

36,903 2,10,633 

36,434 1,67,463 

29,542 1,17,201 

17,034 1.23,890 

27,059 80,942 

189,195 I. 8,72,254 

I Average cost of 
production 

without other 
charges shown 

above per 
. cwt. f. o. r. 
Kharaghoda. 

Re. A. 1'. 

311 0 

466 

511 3 

496 

400 

743 

300 

499 

N.B.-(l) The reason why the expense in 1921 is so high is because in. 
that year the production' was exceptionally low. 

(2) The average cost per cwt. of Rs. 4-9-9 f.o.r. 
Kharaghoda as shown above can be 
roughly explained as under Factory 
and fuel cost (about) 

Government Royalty • 
Drums and packing • 
Interest, establishment and all other 

sundry charges excepting those 
mentioned on top • 

Rs. A. P. 

1 2 0 
1 8 0 
1 2 0 

013 9 

4 9 9percwt •. 

(3) Up to the year 1921 Royalty remained fixed at Re. 1-8 a riwt. 
irrespective of whether the price realised was higher or: 
lower. 

It will be noticed that the Royalty to Government has. 
up to now worked out on an average to nearly lrd of the.' 
cost of production, which is rather prohibith·e. 
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Enclosure 4. 

No. 88-5. 

From-H. T. BoRLEY, Esq., M.A., I.C.S., Deputy Commissioner oJ 
BaIt and Excise, Northern Division, Ahmedabad, 

To-The General Manager, Pi.neer Magnesia Works, Ahmedabad. 

13th September 1923. 

I am glad to receive the draft copy of the case prepared by you for 
8ubmi88ion before the Tariff Board. I perused the case with interest and 
certainly consider it worth putting before the Tariff Board for considera.
tion. 

I am submitting the papers to the Commissioner for consideration re
marking that the industry in question deserves some protection against 
foreign competition. 

Enclosure 5. 

COPII 01 Dralt Agreement ,.egarding Magneaium Chloride at Kharaghoda. 

THIS INDENTURE made the day of One thousand 
nine hundred and between the Secretary of State for India. in 
Council (hereinafter referred to as "the Secretary of State" which ex
pression shall include his successors in office and assigns unless such inter
pretation shall be excluded by or repugnant to the context) of the one part 
and Sardar Khan Bahadur Rustom iJehangir, Vakil, on behalf and in the 
:lame of the firm carrying on business as the Pioneer Magnesia Works, 
~nsisting of the following partners namely, Bardar Khan Bahadur Rustom 
Jehangir, Vakil, Behramji Borabji Lalkaka, and Parjanyarai Vaikunthrni 
Mehd, all of Ahmedabad (hereinafter referred to as "the said firm" which 
1!xpression shall include any future partner or partners of the said firm 
and the survivors or survivor of them their heirs executors administrators 
and assigns unless such interpretation shall be excluded by or be repugnant 
to the context) of the other part. 

2. WITNESSETH that in consideration of the royalties covenants and 
~onditions hereinafter reserved and contained and on the part of the said 
firm to be respectively paid performed and observed the Secretary of State 
doth hereby permit the said firm through themselves or their agents or 
-servants. 

FULL BOLE AND EXCLUSIVE LICENSE AND AUTHORITY TO 
UTILIZE for the term of 30 years commencing from the day of 

19 all bitterns remaining, after the extraction of salt. from 
"the brine, in the salt pans at the Pritchard Salt Works situated at Khara
ghoda in the Taluka of the Ahmedabad district for the purpose 
of manufacturing Magnesium Chloride and Magnesium Sulphate from the 
-said bitterns: 

TOGETHER WITH FULL LIBERTY AND LICENSE to have access 
"to the said salt works for the purpo~e of removing such bjtterns. 

3. AND the said firm hereby agrees as follows:-

(a) "The said Royalty will be payable. after allowing to the Firm as 
its own exclusive property ten per cent. of the actual total 
expenditure incurred without counting the interest or the 
income-tax' charges for the period. After deducting this item 
from the total gross profits of the year, the surplus, if any, 
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shall be divided into two equal parts and given to the Govern
ment hB Royalty and to the Firm a8 their own respective 
shares; 

lb) to keep accounts, in such form as may be prescribed by the Secre
tary of State, of the quantity of' Magnesium Chloride and 
Magnesium Sulphate so manufactured and exported and to 
allow inspection of the said account at all reasonable times by 
such officer as the Secretary of State may authorise in this 
behalf; 

(c) to obtain the previous approval of the Secretary of State to all 
proposed expenditure on buildings, plant, machinery, bunga
lows, quarters and works to be erected or constructed in con
nection with the said manufacture; 

(d) to utilise daily not less than four hundred and eighty gallons of 
bitterns for the purpose of the said manufacture; 

(e) to supply the Secretary of State during the said term of thirty 
years, on payment of a reasonable price to be determined from 
time to time by agreement between the parties, with such 
quantities of the mother liquor and of the said liquor at any 
subsequent stage in the process of manufacture as. he mlly 
require; 

U) not to dismantle or remove any building, plant, machinery, bun
galow, quarter, work or material necessary for the purpose of 
or incidental to the said manufacture, save as provided in this 
agreement. 

4. AND the Secretary of State hereby agrees to permit the said firm: 
(a) to manufacture from the said bitterns, subject to terms and 

conditions to be agreed on by. the parties, bromine, bromide or 
other bye-products, unless the said manufacture of bye-product 
be at any time undertaken by a Government department; 

(b) to use, subject to the control of the Salt Department, such 
roads, ways and railway sidings on the said Pritchard Sali 
'Yorks as may be necessary for the purpose of the said manu
facture and for the removal of bitterns and manufactw·ed 
products. 

5. AND the Secretary of State shall lease to the said firm land which 
in the opinion of the Secretary of State is reasonably required for the 
purposes of the said manufacture and shall, subject to the provisions of 
clause 3 (c) of this agreement, permit the said firm to erect on the said 
land, plant, machinery, buildings,. bungalows, quarters and other works 
necessary for the purpose of or incidental to the said manufacture; such 
leases and permission shall be subject to such restrictions or conditions 
relating to the use of land, including the payment of any rates or taxes, 
as may be applicable under any enactment or rule for the time being in 
force to the land in the vicinity of the said salt works. 

6. The Secretary of State shall, on giving six months' prior notice in 
writing of such his 'intention, to be delivered at or sent by registered post 
to the office of the said firm at Kharaghoda, have the right at any time 
to cancel this indenture and to take over the business of the said firm under 
the terms of this indenture and to enter upon and take posse.ssion of all 
land in possession of the said firm for the purposes of the said business 
and to take possession of all buildings, plant, machinery, works and 
material thereon: 

AND the said firm shall surrender to the Secretary of State all their 
right, title and interest in such land, buildings, plant, machinery, bunga
lows, quarters, works and materials and shall quietly give possession of 
the sanle: 
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AND the Secretary of State shall in such event reimburse to the ,said 
:firm the market value, to be determined by agreement between the parties 
hereto, at the date of the resumption of the right title and interest of the 
laid firm in alJ such buildings, plant, machinery, works, bungalows and 
(Juarters of which the expenditure has been approved under clause 3 (c) of 
-this agreement and in'the land of which~possession has been taken under 
the terms of this condition, and in .the materials: ' 

PROVIDED that no compensation shall be payable in the event of such 
entry and taking possession for buildings, plant, machinery and works of 
which the expenditure has not been approved under the provisions of 
clause 3 (c) of this agreement or for land leased to the said firm by Govern
ment or on which the said firm has a right of entry by permission of 
Government, or for bitterns removed from the salt works: 

PROVIDED FURTHER that in the event of disagreement between the 
parties hereto as to the said market value, the said value shall be deter
mined by an equal number of arbitrators appointed by the parties hereto: 

PROVIDED FURTHER that during the first ten years of the terms 
hereby granted the Secretary of State shall not have the right, save on 
the ground of gross negligence, grave mismanagement and incapacity on 
the part of the said firm, to take.over the said business as aforesaid except 
for the purpose of carrying on th~said business under the direction, control 
and management of a departmen of Government. _ -

7. AND THE SAID FIRM sl II be at liberty to terminate this agree
ment at any time before the ex ry of the said term of thirty years by 
giving three months prior notice n writing to the Secre.tary of State such 
notice to be delivered at, or sent by registered post to the office· of the 
Collector of Ahmedabad. In the event of the agreement being so terminated 
the Secretary of State, on giving notice to the said firm, before the expiry 
of the aforesaid period of 3 months, in the manner provided in clause 6 
of this agreement, shoJI be at liberty to take over the business of· the· said 
firm in the manner and on the conditioD8 specified in clause 6 of this 
agreement: 

PROVIDED that if the Secretary of State. shall not exercise his option 
to take over the business, tne said firm shall not be entitled' to al1y com
pensation but shall be at liberty .to dismantle and remove, after the expiry 
of the notice period and within six months from the date of such termina
tion of the agreement, all buildings, plant, machinery, bungalows, quarters 
and works erected or constructed by them in connection with the said 
manufacture. 

S. AND it is hereby further agreed that in c~se the said firm shall noi; 
fulfil or perform all and every of the conditions set forth in this indenture 
or shalJ commit a breach of any of them, it shall be lawful for the Secretary 
of State, after giving six months' previous notice in' writing to the said 
inn in the manner provided in clause 6 of this agreement to cancel this 
agreement free of all claims of any persons whatsoever: 

AND in such event the Secretary of State shall be at liberty, on giving 
notice in writing in the manner provided in clause 6 of this agreement of 
such his intention before the expiry of the aforesaid period of six months, 
to take over the business of the said firm in the manner and on the condi
tions specified in clause 6 of this agreement: 

PROVIDED THAT IF THE Secretary of State shall not exercise his 
option to take over the business of the said firm, the said firm shall be at 
liberty to dismantle and remove any buildings, plant, machinery, bungalows, 
quarters or works erected or constructed by them in connection with the 
said manufacture, after the expiry of the aforesaid period of six months 
and within six'months from the date of cancellation. of this agreement but 
shall not be entitled to any compensation for such cancellation. 
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IN WITNESS WHEREOF Esq., 
Secretary to Government, hath by order of the Honourable the Governor 
of Bombay in Council set his hand and the seal ot .his office for and OD 
behalf of the Secretary of State for India in Council and the said firm 
hath hereunto set their hands the day and year first above written. ' 

Signed and sealed by Esq., 
Secretary to Government, for and on behalf of the 
Secretary of State for India in Council in the 
presence of 

1. 

2. 

Signed by Sardar Khan Bahadur Rustom 
Jebangir, Vakil, Behramji Sorabji Lalkaka and 
?arjanyarai Baikunthrai Mehd in the presence of 

1. 

2. 

Enclosure 6. 

IE) 

Magnesium Chloride Manufacture and the Pioneer 
Magnesia Works by B. S. LA:LKAKA, B.A., 

General Manager and Partner of the 
Pioneer Mainesia Works. 

Bitterns. 

II Bitterns" is a term applied to the r8l!idual mother liquor left in the 
salt pans after sodium chloride (common salt) is formed. It is, therefore, a 
by-product in salt manufacture, being usually found in the ratio of 1 to 12 
at Kharaghoda where the manufacture of sal~ on a large scale is carried on 
under the control of the Government"of Bomba.y. The mode of manufacture 
here differs considerably from the method in vogue at other places in the· 
Presidency, where ordinary sea water is used. 'At Kharaghoda the brine is 
drawn from wells. Kharaghoda forms part of the Runn of Cutch, and is. 
eighteen miles distant from the important junction station of Viramgam" 
with wh.ich it is connected by a broad gauga branch line of the Bombay, 
Baroda and central India Railway. 

The Pritchard Salt Works, as they are known, were first opened about: 
35 years ago and now produce annually on an average about 40 lakhs ot 
Bengal maunds of what is called "Badagra" salt. The whole of the sur
rounding area is now. a sandy desert, probably submerged in bygone ages. 

Salt manufacture begins soon after the rains are over, when th'! brine 
with. which the sandy soil is saturated is raised and filled into salt pans 
to a depth of nine inches to a foot and allowed to evaporate for a period of 
from six to eight weeks. Thin incrustations of salt are formed at the bottom 
and the fioatingbitterns, or mother liquor, is then drained off and c;onducted 
into separate channels known as "farans." Fresh brine is then super-added 
by slow dfgrees until actual salt cubes are formed which are ready for 
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-estraction and storage by April. The salt wOl'ks, which are divided into a 
number of .. sidings," are served by a net-work of railway lines and are a 
<f'egular hive of industry ,giving employment to several thousand labourers 
,during the summer months. Seven engines, each drawing a load of 40 to 
,50 wagoDB laden with salt, ply from sunrise to sunset removing the salt from 
the paDB to closed and open Government stores near the railway station where 
-it is stocked. The rsinfall, though averaging only about 20 j,nches annually, 
is sufficient to flood the low-lying agar" or pans, in tho monsoon. 'During 
the Bummer months the sun is very strong and dust storms are frequent, but 
-the cold weather is healthy and bracing. 

Tbe bitterDB, which are drawn off to the £xtent of several thousand tons 
.annually during the season of salt manufacture, are esceedingly rich in 
magnesia salts. They are now used for the manniarture of magnesium 
chloride, the main use of which is as a sizing agent required by textile mills 
-all the world over. 

Composition of bitterns. 
The bitterns left in the pans after the manufacture of common salt from 

'sea water contain magnesia and other salts, but the following analyses show 
the greater concentration of both common salt and magnesium chloride in the 
brines of the Runn of Cutch. It should be mentioned that the brines vary 

,considerably in composition; even in adjacent wells, and that the figures in 
the following table are the averages for five samples analysed at the Govern
ment Laboratory, London, on behalf of the Director of Industries, Bombay. 
The figures for sea water are based on the well known analyses of Dittmar. 

Kharaghoda Sea 
brines. water. 

-
, Per cent. Per cent. 

,Sodium chloride (Na CI) • · · · · 14'67 2'72 

Magnesium chloride (Mg CI, ) · · · · · 4'63 0'33 

.Magnesium sulphate (Mg SO.) · · • · 0'48 0'22 

'Calcium Sulphate (Ca SO.) · · · · · 0'44 0'13 

Potsssium chloriJe (K CI.) · · · · 0'41 0'07 

Calcium carbonate (Ca COal · · · · · 0'01 0'01 , 
Magnesium bromide (Mg Br,) · · · · · 0'07 0'01 

BitterDB contaIn all the salts enumerated above except the calcium sul
phate, but no efforts are usually made to utilize them. At the end of each 
season they are washed away by the rain. 

Magnesium chloride, magnesium sulphate (epsom salts), potassium chloride 
.and bromine are all substances of commercial importance, and the quantity . 
which is annually wasted in India has been estimated by Watson and 
Mackenzie Wallis to be as follows:-

Amount of ,alb wasted annually in Indian bitterns_ 

Magnesium chloride (MgCI.6H.O) . 
Magnesium sulphate or epsom salts (MgSO.7H.O) 
Potassium chloride (KCl.) 
Bromin~ (Br.) 

Tons, 
193,000 
127,000 
20,000 
1,800 
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Magnesium chloride. 
BAforethe war magnesium chloride was practically a. German monopoly,. 

and Indian supplies were almost wholly imported from Germany. at the very 
low price of Rs. 3 to 4 per cwt. At Stassfurt in Germany there are large 
deposits of the mineral known as carnallite, which is a double chloride of -
potassium and magnesium with traces of bromides and iodides. Magnesium 
chloride forms the greater portion of this carnallite and has to be eliminated 
before recovery of potassium bromides and iodides, so that it could be 
exported as a by-product at little cost, while it was generally shipped as 
bottom cargo at low' freight rates. , 

Magnesium chloride is one of the five most important ingredients used in 
si:&e mixing. All grey yarn before passing to the loom-shed requires to .be 
sized to an extent varying with the nature of the cloth to be woven and the 
prevailing . climatic conditions. but in order to keep the thread pliable and 
soft and to enable it, to withstand the strain involv~d in the process of 
weaving a certain amount of size is practically always needed. 

The following are the most important sizing substances in use:-
(a) Adhesive or starchy ingredients, like wheat flour, maize starch, or 

farina. 
(b) Weight-giving products, like china clay and French chalk. 
(c) Fatty or softening substances, like oils, beef and mutton tallow, 

glycerine, soap, etc. 
(d) Zinc chloride, to ·prevent mildew or fungus growths, and 
(e~ Deliquescent agents, like magnesium or calcium chloride for keeping 

the thread -soft and pliable. Magnesium chloride, being hygro
scopic in character, is peculiarly suitable as a jlizing material. 

At Ahmedabad, where the climate is for the most part very dry and hot, 
much heavily sized cloth is woven, and for this as much as 100 to 130 per 
cent. of size is required, entailing a much larger consumption of magnesium 
chloride than at Bombay, where the climate is humid and the cloth woven 
finer than that made at Ahmedabad. The consumption varies from about 
5 tons per 100 looms per annum in Ahmedabad to about· half that quantity 
in the Bombay mills. 

Taking the total number of looms in India to be about 120,000, and esti
mating 3; tons per 100 looms as the average mean consumption, the annual 
requiremt'nts of the country may be roughly calculated at about 4,500 tons, 
which were almost entirely supplied from Germany before the war. As soon 
liS hostilities commenced and supplies were cut off, a stimulus was given to 
the investiglltion of local resources and attention was drllwn to the almost 
unlimiteci supply of bitterns at Kharllghoda going to waste from year to year 
with the result that experiments were made to test the possibility of turning 
out a good substitute for the German article. . 

Manufacture of magnesium chloride in India. 
Tenders were invited by the Government of Bombay for the right to 

remove the bitterns from the salt works with a view to by-pr9duct manu
facture, and Mr·. P. V. Mehd, M.A .• B.Sc .• who was then working as an 
Assistant Professor of Chemistry at St. Xavier's College, obtained the first 
contract from GoV'ernment· for extracting and removmg the bitterns for a. 
few months in the year 1915 on payment of 8 annas per cwt. as royalty. 
Fresh tenders were subsequently invited by the Commissioner of Salt and 
Excise for a one year's contract, and a company under the name of the 
Pioneer Magnesia Works was then formed with the Hon'ble Sardar Rustom 
Jehangir Vakil, Mill owner and Merchant of Ahmedabad, Mr. P. V. Mehd 
Rnd the writer, as partners. The royalty payable to Government was fixed 
at Re. 1-8-0 a cwt. 

As the first contracts were given only for a year at a time, it was Dot 
jl(Jssible at the outset to work on a large or permanent scale. During the 



tirst year the rat7 material W88 railed from Abaraghoda. w Ahmedabad, '. 
distance of about 60 miles, where it was prepared in a rough way by the 
Company for the use of the mills. in the second year, 1916, the factoJ"y' WBl' 
removed to Kharaghoda where it has been working ever smee. 

The Company's premises' occupy an area of about 20,000 square yardS' 
leased from Government on which are situated their factory bllliidings, work
men's chawls, drum.making plant and store houses, as well as two well·buill;: 
bungalows for the use of the proprietors and the supervising staff. Rose ... 
voira; cemented and stone-paved throughout, have been constructed with a. 
capacity of a thousand tons of bitterns. A stock of several thousand drums 
of the finished product is always maintained and kept ready to ineet any 
demand. The plant now in operation was designed by MI'. T. S. Dawsou, 
late Principal of the Victoria Jubilee Technical In~titute of Bombay, ,and' 
has given very good results. ' 

As the result of negotiations carried on through the Director of Industrie&, 
the Company have now been granted a long lease and, in lieu of the existing; 
fixed rate, royalty is to be payable in future on a sliding scale adjusted' 
according to the fluctuations of the market. 

Operations at lCharaghoda. 
The first stage of operations at Kharaghoda is the collection of the bittern. 

at the agoT. and their transport to the reservoirs adjoining the Company's
factory by means of ,. motor rail wagon with a special tank attachment. Aa 
the bitterns are allowed to concentrate further in the reservoirs their collec
tion is carried out considerably in advance of their utilization at the factory. 
Even at a density of 480T the bitterns still contain some common salt, anll 
the manufacturing operations are designed to eliminate this and other salts, 
of which the most important is magnooium s'lllphate, as well as suspended' 
elay and other heavy impurities. The latter settle down in the reservoirs 
where the common salt- is also removed. The bitterns, now very rich in 
magnesium chloride, are then pumped to a seri<>s of copper pans placed over' 
furnaces, where the magnesium sulphate is so altered in composition that its' 
8eparation is easily effected in a subsidiary set of copper pans to which the 
bitterns, after their treatment in the furnace pans, are transferred. Tbe' 
magnesium chloride is finally recovered as a hot liquid which is poured into 
strong galvanized drums where it solidifies and is ready for export from the 
factory. 

Quality of Indian.magnesium chloride. 
Analysis by Mr. A. J. ,Turner, Principal of the Victoria Jubilee Technical' 

Institute, Bombay, shows that the Kharaghoda product is quite as /toad as'_ 
the imported article. A favourable opinion has also been recorded by Drs.,' 
Sudborough and Watson of the Indian Institute of Science, Bangalore. 
Samples taken by thtl Director of Industries, Bombay, were analysed at his' 
request at the Government Laboratory, London, where they were pronounced 
to be " good commercial magnesium chloride (fully hydrated)." 

The magnesium chloride of Kharaghoda has been found to compare we't 
with the German article in practical use as well as in chemical analysiS. The 
only handicap against it is its appearance. The imported article has a better 
colour and, though it makes no difference iIi actual use, this naturally 
~ecures its preference by many/consumers. The origin of the greyish colour' 
in the Kharaghoda production is not known and constitutes- a problem of' 
considerable scientific and technical interest. Several explanations have been 
offered but no method of removing it has yet b~en devised. Even when n 
perfectly pure white article has been obtained by crystallization, the grey 
('olour usually reappears on fusion. and as ,it is the fused and not the)' 
crystallized chemical which is required for t,rade purposes, the Kharaghod .. 
production reaches the consumer with a greyish tinge. .The Company is 
however, fully alive to the importance of removinv: this purely superficiai 
defect and is working, in collaboration with~ the Bombay Department of: 
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Industries and with the assistance of the Indian Institute of Science, to solve 
1the problem. 

Last year the Company sent a trial consignment of a few tons to England 
with -the idea of building up an export tradp. The product was approved 
and several offers were received, but, owing to the recent slump in prices in 
the United Kingdom, it has become impossible in the meantime to make 
'headway. 

Output. 
The Company's works are in charge of :J. trained chemist and a qualified 

.engineer, and their labour force during the working season numbers about 
100. They have their own offices at Ahmedabad and Bombay, and in the latter 
~ity Messrs. H. M. Mehta & Co. have been appointed selling agents. The 
business side has been carefully organized Itnd representatives travel all over 
India. The Company claims that hitherto no serious complaint either of 
-defective quality or shortage of supply has been received from its customers. 

The resources of Kharaghoda in magnesium chloride are immense and the 
-Compony's works could easily supply the whole of the Indian market. During 
the war the Company rescued the cotton mill industry in Western India from 
a serious difficulty, as will be seen from the figures in the statement below. 
Up to date it has paid over Rs. 21 lakhs to Government in royalties and, 
'88 good prices were obtained till last year, it has also contributed large sums 
-in income tax to Government revenues. Within the last year or so Germany 
':bas dumped large quantities of magnesium chloride in India ~here the selling 
'Price has been much below that in England. Despite these depressing trade 
-conditions the Pioneer Magnesia Works are still able to compete in price, ae 
-well as in quality, with the foreign manufacturer, as the following table 
tlhows. 

Imporh and Indian production oJ magnesium chloride. 

NOTE.-Import figures for the years precedi;'g 1914-15 are not available. 

I!Il'OBTs. 

Years. 
Tons. Va.lue. 

Rs. 

'1914·)5 · · · · · · · 2,705 3,00,570 

1915·16 · · · · · · · 3,563 9,33,075 . 
916·17 · · · · · · · I,067t 2,81.355 

1917·18 · · · · · · 1,185t 2,90,955 

918·19 · · · · · · · Not a.vailable. 

1919-20 · · · · · · 848 2,27,397 
\ 

1920·21 · · · · · · · 2,929 8,39,210 

J.921·22 · · · · · · · 2,330 4,49,680 

1922. April to July, four montbs · · · 1,510 18,29,746 

• Sales for calendar yea1ll 1916 to 1921. 
t Excl Jd'ng 1m )orts into Calcutta and Karachi. 
~ Sales for seven months, Jannary to JUly 1922. 

S~LB8 OJ' 
KIUB_~-
GHODA 

l'BODUC· 
TIOY.* 

Tons. 

... 

.. 
838 

1,181 

1.970 

1,647 

1,171 

1,099 

600t 
... 
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There is also • considerable production of magnesium chloride at Dhran ... 
gadra. 

Future prospects. 

Apart tram its use as a sizing agent not many uses are known for magn~ 
Bium chloride. In the past there has been a small demand for it from rIce 
mills in Burma and Madras for use in grinding operations. Efforts have also 
been made from time to time to popularize the use of magnesia cements. Its· 
employment on road surfaces in Bombay city has been suggested. All other 
requirements are, however, comparatively small and the annual outturn at 
Stassfurt in Germany, the chief centre of production, was formerly only· 
about 25,000 tons. 

Other by-products might, however, be manufactured at Kharaghoda, such 
as epsom salts, Glauber's salt, and a substance known as "chirodi" from 
which plaster of paris can be obtained. The Company has .made attempts to· 
produce these, as·well as zinc chloride, and has investigated the extraction of 
bromides, but none of these efforts have 80 far been commercially successful. 

Epsom salts might be extracted from the bitterns before the magnesium 
chloride or from the sludge which remains after the recovery of the chloride
from the bitterns by the process already described. This sludge contains 
about 35 per cent. of magnesium sulphate. Magnesium sulphate, which is 
used in rather larger quantities than the chloride, is also chiefly used in 
finishing textiles. . 

On the analysis of a large range of samples of brines, bitterns, salts 'and 
sludges supplied by the Director of Industries, Bombay, to the Government 
Laboratory, London, the Department of Scientific and Industrial Research ill' 
England recommended further experiments on a "semi-large" scale for thEi 
recovery of other salts, including potassium salts and bromides, but the 
Government of Bombay, in view of the fact that the royalties on magnesium· 
chloride go to imperial and not to provincial revenues, have ·not considered 
further expenditure on their part justified and have referred the matter to 
the Government of India. 

Table salt. 
The Company have recently erected an up-to-date plant for preparing' 

refined table salt from the ordinary" Badagra " salt. manufactured at Khara-· 
ghoda. This plant was designed and brought into successful operation by 
Mr. A. J. Turner, Principal of 'the VJctoria Jubilee Technical Institute,' 
Bombay, who is one of the technical advisers of the provincial Department of 
Industries. The refined salt equals in quality and appearance the best im
ported table salt and it is hoped to obtain a large market for it, especially in
Calcutta. Till recently railway rates have been prohibitive, but these have
now been adjusted to the same scale as those for unrefined salt. 

B. S. LALKAKA. 
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Statement 1l.-CoPlI of letter from the Pioneer Magnesia Works, lIated 17th. 
November 19~3, to the Gov~rnment of India, Department of Commerce. 

'Ve have the honour to acknowledge receipt of your letter No. 6072, dated 
Simla, 19th October, stating that the Tariff Board being at present fully 
occupied with inquiries into the steel and derivative industries, no further 
questions can be referred to them for examination until further progress be 
made in the investigation now in hand. 

We beg to thank you for saying that our application has been noted and 
that if the Government of India decide to remit it to the Board, we may be 
duly informed. . 

The reply is extremely disheartening, in that it means shelving of the 
.question " Sine. die," and with your permission we would respectfully invite 
'your attention to the following important points which will show how urgent 
it is to. bring the question before the Board for alU' examination they may 
deem proper. " 

(1) Without entering into the merits of the case, it may be pointed out 
that the main reason why our industry cannot compete with the foreign 
.article, is because of the extraordinary cheap rates at which the German pro
duct (almost 97 per cent. of ,the total imports) is brought into India, owing to 
.. variety of causes and the existence of very heavy low priced stocks in India, 
Dot to mention in other neutral countries and at German Ports. 

(2) There has been some evidence lately, so far, 'though very little-of the 
previous German stocks in Bombay getting scarce, and though the prices also 
have stiffened by a few annas per cwt. here and there, what is most suspicious 
is the possibility of further large orders going from our mills and merchants 
with consequent risk of dumping, which sooner or later is bound to shut, us 
out for months on end, without any prospect of our young industry receiving, 
and immediate steps cannot be too strongly urged in the protection of our 
.own nascent industry. \ 

(3) The Director of Industries wfto takes a particular interest in our own 
'ca~s we are working according to our agreement with t,he Secretary of 
State, on a profit sharing basis with the Government under certain conditiona 
and under that officer's general supervision-has been good enough to make & 

strong representation on our behalf to the Bombay Government requesting 
that if possible, our case instead of being indefinitely postponed may be heard 
before the Board now -and in view of the Tariff Board actually sitting in 
Bombay at the present moment and going into the question of the Chemical 
Industries-as they did yesterday in case of the Eastern Chemical Works and 
the Dharamsi Morarji Chemical Works of Bombay, when this very question of 
ltlagnesium Chloride had been discussed also-would it be too much to hope, 
'SIr, that the Government of India may be pleased to revise their decision and 
<consider our case also fit for urge~t examination whilst the Board are in 
:Bomba'y and before it gets too late. For after all it is a question of life and 
-death to the industry as circums~ances stand at present, and we fear that a' 
"ne opportunity will be lost by further delay to save it from inimition. 

We also beg to enclose a copy of our letter of the 15th instant to the 
Director of Industries pertaining to this question. 

Copy forwarded to the Director of Industries, Bombay, for information. 
I 



Enclosure 1. 

H. F. KNlGHT, Esq., 

·5.9 

123, Esplanade Road, 

.,Bombay, 15th November 1923. 

Acting Director of Industries, Bombay. 

Re Tariff Board. 
SlB, , 

Referring to our conversation and subsequent letter of the 30th ultimo, 
may we respectfully inquire whether you have been able to address the Bombay 

. 'Government in the matter of allowing our representation to go before the 
Tariff Board, which unfortunately has been barred for, the present, owing to 
the Board being too much pre-occupied with the far Il\ore important inquiries 
into the steel and the derivative industries, as per Government of India's 
tetter No. 6072 of October last, shown to you. 

The latest newspaper reports even go to show that the import position 'is 
far from improving yet. A cutting from the "Advocate of India's Market 
Report" of 11th instant is encloseq Iterein which says" Magnesium Chloride's 
Home quotation is £3 per ton " (which is equal to about Rs. 2-12-0 per cwt. 
Bombay godown delivery) and large orders are booked at that rate. 

This is enough to scare us still more inasmuch as that unless immediate 
'steps are taken to bar new entries, the days of our indigenous and young 
industry are numbered, and it is only a matter of days and months when we 
'Will be perhaps shut out for ever. 

Under the circumstances, we can only appeal to you, Sir, to protect our 
interests, if at all you think them worth preserving, and we fully trust that 
now that the Tariff Board is. actually. meeting for the first time in Bombay 
to-morrow, every effort will be made to have our case investigated ,on its own 
merits and some urgent necessary steps taken before it be too late or we are 
'Wiped out. 

Re Royalty agreement with Government and last year', accounts. 

As it is a long, long time since we heard in ihe matter we shall esteem it a 
"greater favour, if you would kindly oblige us by stating when it is going to be 
'finally settled so that we may shape our co~se accordingly .. Awaiting the 
fllNour of a line in reply at early convenience. 
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Statement III.-Oow of letter Irom the Pioneer Magne,tia Workl, dated the' 
28th April 1924, to the Government_ 01 India in the Oommerce Depart
ment. 

In continuation of our registered letter, dated 12th October last, for
warding our application for protection to be extended to this industry, we 
have the ,honour to send herewith a further- supplementary statement for-
Bubmissionbefore the Tariff Board. -

We shall be glad to give oral evidence also as required in support of our
case whenever called upon to do so by the Board. 

APPENDIX I (TO STATEMENT III). 

Figur61 01 Foreign Imports and Kharaghoda Sale. during 1929-24 a. under. 
. . Foreign Import. Irom Official OUlltom. Return" 1929-24. 

AVera~ 

Import 
Import)irlce Kharaghoda 8&1 .. 

r.,.rcwt. January Decembet 1I.ontha. Tons. value exelUBive to 1923 flI'088 Beatis-Rupees. of duty and to118 about atlon about other 
charges). 

Rs. A. P. RII. , 
April . 858 55,345 S S 8 "5 4,709 

11.8)' 623 37,737 3 0 0 55 8,985 

lune 635 85,403 II 12 8 SO 8,068 

July 115 8,826 810 0 4 306 

August 40 3,346 4 II 8 4 335 

September 25 897 113 0 32 2,801 

October 67 4,849 3 7 6 15 1,337 

November. 53 2,558 II II 9 18 1,530 

December 88 5,874 S 6 II 15 1,348 

January 436 22,764 9 9 13 1,051 

February • 466 24,670 210 3 40 3,333 . 
1I.arcb Not avaUable yet 28 2,400 

TOTU. (for 11 montb..) . 3,406 2,01,561 1116 8 328 31,253 
percwt. 
average. 

NOTB.-(a) Out of 3,406 tons, Germany exported 3,246 tons at an average· 
of Rs. 2-12-3 per cwt. c.i.f. Bombay, the rest being all from the United 
Kingdom at an approximate cost of Rs. 6-15-3 per cwt . 

• (b) Owing to large stocks and no sales to speak of during 1923, the 
Pionesr Magnesia Works had to shut down their works and consequently· 

_ there has been no new production either during the past year or up to now. 
(c) Out of 329 tons sold from Khnraghoda in 1923 the share of Bombay is

practically nil, the whole quantity being mostly sold in Ahmedabad. 
(d) The following statement of sales received from the Company's Selling~ 

Agents, Messrs. H. M. Mehta &Co., of 123, Esplanade Road, Fort, Bombay,. 
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·shows how poor the response from Bombe.y he.s been in spite oj the consi. 
,dere.ble sacrifices in rates suffered by the Pioneer Magnesia Works. ' 

1929·192~. 

Date. Party', name. RAtes for Amount. Mill d.liver~. 

fJwts. qrs. Ibs. Ro. A. P. Rs. A. P. 

) 
per ewt. 

'llOtb ~ .... mb.r 192. 8itaramMiIIs 7 1 0 3 8 0 25 6 0 

'23rl\ D ••• mber 1923 Planet Mills. 26 1 9~ 
, 

3 8 0 92 2 0 

24th December 1923 Xal)'an Mull Mm. 13 S 0 3 8 0 48 2, 0 

29tb December 1923 Bombay United Mms 26 3 26 3 12 0 101 8 0 

15th January 1924 • Planet Mills. 26 3 0 3 8 0 93.10 0 

25th January 192' • Bombay United Mm. IS 11 18 3 8 0 47 13 0 

poth January 1924 • Dr. E. B. Mody 20 1; 3 3 8 0 71 3 0 

12tb Fe broary 1924 HatimMm •• 34 o 14 3 8 0 164 7 0 

, 29th February 1924 MobslmMm. 6 825 3 8 0 24 6 6 

'8th Ma'ph 1924 Xalyan Mull Mills 126 210 3 8 0 93 1 0 

17th March 1924 Ditto 27 2' 6 3 8 0 96 7. 0 

, 27th March 1924 . Victoria Mill. .. 14 0 0 3 8 0 49 0 0 

27th March 1924 Bombay United Mill. 28 0 0 310 0 101 8 0 

. 28tb March 1924 Planet MiD •• 12 827 3 8 0 45 7 6 

TOTAL 282 026 Less selling 1,053 12 0 
com. 6 % 5211 0 

1,001 1 0 

'Less Railway freights and other handling charges In Bombay up to GodoWn and for 36811 0' 
Mma delivery. 

. 632 6. 0 

= Rs. 2·3·10 per cwt. net reall.atlon ID Bombay. 

APPENDIX II. 

'Table of Royalty, Labour Oharges and Railway Freights paid dunng the 
calendar year 19ft1 a~e:-

Wages and other .Railway freights 
Royalty. and handling TOTAL. charges. 

charge~. 

Rs. Rs. 
I 

Ra. Rs. I Nil 3,917 !!,136 6,053 
I 

«:2 
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APPENDIX IJ.I~ 

Stattment 01 detailed ezpenditurll incurred by the Company in 19!~ a. pt. 
audited Balance Sheet lor the year ending 81.t December 1928. 

Items. 

1. Government Royalty' (on profit sharing basis 
according to new agreement) 

2. Bitterns Extraction and Storage } 
3. Factory charges 
4. Motor Rail wagon . 
5. Fuel 
6. Drums and Packing 
7. Railway and other handling charges 
8. Establishment and Sundry charges. 
9. Rents and taxes 

10. Travelling charges 
11. Allowances 
12. Bombay office charges 
13. Insurances 
U. Selling Commission, discounts, weight -allow

ances, etc .• 
i5. Interest (!barges. • 
16. Depreciation on Buildings, Plant and Machi

Dery according to Government Schedule 

TOTAL 

Re. 

3;917 

7,365· 
2,136 
4,120 

7I5 
380 

3,000' 
893' 

1,915 
8,190 

·11,8« Grosl 
Revenne 

«,580 Rs.31,253' 

NOTB.-There has been no new production for nearly tWD years besideIP 
the sales were also extremely poor during 1923, being only about 329· 
tons=6,580 cwts. on which the total expenditure incurl'ed, "iz., Re. «,580 
becomes extremely heavy, giving an average cost of nearly Rs. 6-12.-6 per cm. 

There is small wonder, therefore, that the Company has during the pas~ 
year suffered a heavy trading loss of nearly Re. 21,000 and the prospect& 
for the current year 1924 are also very gloomy and are expected to result in 
farther serious loss, in spite of the fact that most of the Company's establish
ment at Kharaghoda as well as in Bombay and Ahmedabad has for the time 
hing been broken up, and the chemist as well as other supervision staff 
dismissed to cut down all overhead charges to a minimum. . . . 

APPENDIX IV. 
The stocks of foreign Magnesium chloride in Bombay yet seem to be

plentifut and the rates sufficiently low being somewhere iII' tlie vicinity of 
Rs. 3-8 to Re. 3-12 per cwt. f.o.r. Bombay, and the present German quot. 
tions appear to be between £3-10 and £4 per ton (c.i.f. Bombay). 

The Pioneer Magnesia Works have under these circumstances recently 
submitted an application to the Bombay, Baroda and Central India Railway 
Company to reduce their carrying, rates to Dombay if possible in order to 
enable the Company to re-enter the Bombay Market. But it must be not,ect 
that without adequate protection in the shape of a Dumping Duty on thlf 
foreign stuff entering here, the position of the local industry is very pre
carious. 

Besides whatever steps are to be taken should be taken soon, otherwis8' 
the chances of recovery for the indigenous industry would be getting more 
ani:. more remote and taking advantage of this positioB}. Germani will 1Mt 
able to dump her products more and more on this co\lAtl'~. 
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Statement IV.-Replie. to questionnaire received from The Pioneer Magnesia 
.workl, Ahmedabad. dated 16th June 1924. ' 

We have the honour to acknowledge receipt of your office No. 414, dated 
the 23rd May 1924, together with enclosures. ' 

Our reply to the questionnaire, with five ~pare copies, is sent with' ~_ 
letter, and we have also enclosed herewith five copies of a journal" Magne
sium Chloride Manufacture and the Pion84{r Magnesia Works" which con-' 
tains some interesting information in connection with the manufacture of 
.Magnesium Chloride at our Wor\j:s. . 

We have tried to place before you in as clear a.manner as possible, the 
details of the whole case in our two pr~vious representations and also in out ' 
reply to the questionnaire. H,however,. you consider it desirable that our' 
representative should be examined before the Hoard in Simla 'We shaU be., 
only too pleased to abide by your wishes on hearing from you' even by a 
telegram. 

THE MAGNESIUM CHLORIDE INDUSTRY • 

INTRODUCTORY. • • 
Q. 1. Our firm, The Pioneer Magnesia Works, was established' iq' tIre yesi-' 

1915 A.D. It is an unregistered private firm. 
. Q. 2. The whole capital of our firm is held by Indians. There are three' 

Indians in the superior management of the firm. . 
Q. 3. Our firm manufactures Magnesium Chloride as \veIl as Refined Salt. 
Q. 4. Our Works commenced to manufacture Magnesium' Chloride in 

1915 A.D. in the month of September. 
Q. 5. The full capacity of our Works as at present equipped for the 

manufacture of Magnesium Chloride. is 4,000 tons per year. 
Q. 6. Output of Magnesium Chloride in our Works has been as under :,-

Year. Output in 
Tons. 

1915 
1916 • I 966 
1917 1,145 
1918 1,845 
1919 '. ,1,822 
1920 1,477 
1921 I. 851 
1922 1,353 
1923 Nil 

Q. 7. Our Works are situated on the Kharaghoda Government Pritcha'l'd 
Salt Works in the Viramgam District. 

(a) Our Works are situated advantageously iii respect of the vicinity 
of the areas from which principal raw material, viz., Bitterns' 
is drawn. . 

(b) There are no coalfields or other sources of power or fuel near our 
Works. 

(c) Our Works are advantageously situated in respect of a'1- important 
market, namely, Ahmedabad, which is only 60 miles from Khara
ghoda. 

(d) Our Works are not very' advantageously situated in respect of the 
abundant labour supply. 
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. The ~ost important factor in selectirlg the site of a Works for'the manu
facture of Magnesium Chloride is the vicinity of the source of raw material, 
.,iz., Bitttorns. 

Q. 8. Our Magnesium Chloride is equal in quality to the imported stuff 
but our Magnesium Chloride is not as white as the imported stuff. Ours 
being a little greyish in colour. We do not realise the same price for our 
Magnesium Chloride as is realised for the imported stuff because of the pre-
judice against Indian goods. ' 
. Q. 9. Magnesium Chloride' is principally used lor sizing purposes in the 

Textile Mills. 
Q. 10. The production of Magnesium Chloride at our Works is limited to, 

.::ertain months of the year; the raw product being not available throughout 
the year. For this reason we have to store up raw materials &8 well as 
finished goods to meet the demand for the rest ·of the year; this increases 
cost of production by locking up the capital. The limited consumption of 
()ur goods owing to foreign competition would not justify working the factory 
throughout the year, which fact also contributes to the increase of cost of 
product.ioD.. 

II. RAW MATERIALS • 

• 
Q. '1. The raw material used in our Works is Bitterns, residual mother 

liquor of Ilalt. 
Q. It. The annual requirements of the raw material, if the factory were 

worked t() its full ca~city, would be nearly ten thousand tons of the Bitterns. 
Q . . 1.'1. Approxima ly 21 tons of Bitterns is required to manufacture one 

ton of Ma(l:uesium loride • 
. Q. 14. Bitterns is drawn from Government Salt Works, situated at a 

distanc.a of 2 to 5 miles. ' 
Q. 15. Bitterns is collected by manual labour and transported to the 

factory by means of a rail motor wagon. 
Q. 16. From 1915 to 1923 we paid a royalty at the rate of Re. 1-8-0 to 

the Government on the manufactured goods, but since 1923 the amount of 
, rovaltv is made dependent upon the let profit made. 

Q, 17. The cost per ton of the raw material, 'Viz., Bitterns is Rs. 2-8-0 
per ton as shown below in detail, exclusive of the royalty which is payable. 
OJI the finished goods and not on the raw ·materials • 

Year. 

1916 
1918 
1921 

Labour. 
Ri.A. P. 

114 0 

., 
(Transport Freight.) 

R\o A. P. 

0.6 0 

Miscellaneous. 
Rs. A. P; 
040 

Q. 18. Copies of the agreement fQl' royalty are enclosed herewith. The 
terms are now favourable. 

Q. 19. We have not to import any raw material. 
Q. 20. We have not to use any chemicals in the manufacture of Magnesium 

Chloride. . 
Q. tl. Questions of special freight rate for raw material by rail or sea. 

does not arise in our case. 

III. LABOUR. • 

Q. ~t. No .expe~t supervision involving the .employment of foreign skilled 
labour 18 reqmred In the process of manufacturmg Magnesium Chloride. 

Q. IS. No imported labour is used at present and none would be required 
to be Msed, if the factory were to work to its full capacity. 
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Q •• '4 and '5. These questions do not rise in our. case. 
Q.26. We utilise all Indian labour in our factory. 
Q. '7. The total wages bills for different years run as under:-

Year. 

1916 

1918 

1921 

1923 

Amount of bill 
in Rupees ffJr 
the labour .. 

20,277 

16,736 

10,875 

Q, e8. The Indian labou~ force is sufficient for our ~orks, and it is drawD 
from the vicinity of the Works. . 

Q. e9. We have found that the Indian labourer improves with training. 
Q. 30. We have erected special quarters for the labourers. 

IV. POWBB (INCLUDING FUEL). 

Q. 31. The power used in the Works is derived from steam. 
Q. 32. Coal and firewllod, both are employed as fuel. Firewood can be 

obtained in sufficiept quantities for our purposes. 
Q. 83. Half a ton of firewood is required for every ton of·finished product 

(Magnesium Chloride). 
Q. 31,. Firewood which is the principal fuel is brought from a distance of 

100 miles. Coal is obtainable at its source at Rs. 9 per ton. Firewood is 
obtainable at the rate of .Rs. 25 per ton. The freight per ton of coal is 
approximately RH. 20 and per ton of firewood is RH. 3-12-0. 

Q. 85. We do not own or control our sources of fuel. 
Q. 86. We have obtained no concession for wood, which is our principal 

fuel. 

V. MARKET. 

Q. 37. There are only two factories manufacturihgMagnesium Chloride. 
We manufacture the bulk of it and our production for various years is as 
under:- . 

Year. 
Output of ~agnesium 

Chloride ir. 
Tons. 

1916 966 

1917 1,145 

1918 1,845 

1919 1,822 

.;1920 1,477 

1921 .'. 851 

1922 1,3&1 

1923 

Q. 38. The total demand for Magnesium" Chloride in India is fron. 3,50!) 
to 4,000 tons. 
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Q. 99. The increase of demand for .Magnesium Chlorideodepepds .~P<lJ]. the 
increase of textile manufacture in India. . " _. 

Q. 40. The principal ~arketldor ·M~gnesium. Chloride are Ahinedab:1d and 
Bombay, the former being at a distance of 60 miles and the latter 360·miles 
from our Works at Kharaghoda. 

Q.41. There are no markets in India in which owing to their distance 
from the ports, we can more easily compete against the foreign manufacturer. 

Q. 42. Export of- Magnesium Chloride from India .to foreign countries is 
not probable. . 

VI. FOREIGN COlllPETITION. 

Q . .&s. Germany. 1s the chief foreign country 'from which competition in 
the Indian markets is the keenest. 

Q . .&.&. In Germany Magnesium Chloride is manufactured from Carnallite 
found in the Stassfort deposits. 

Q . .&5. The manufacture of Magnesium Chloride in Germany is as II. waste 
bye-product of valuable potassium BaIts, while we have to manufacture it as 
the chief product. ' . 

Q. 46. The pr9cess of manufacture in India and in Germany is mainly the 
aame but in Germany the manufacturers have an advantage that they recover 
potassium and other salts, thus reducing the cost of manufacturing Magne
sium Chloride. 

Q • .&7. The following are the rates exclusive of duty for the imported 
;Magnesium Chloride:-

Year. 
Rate (exclusive of 

duty) rer cwt. 
in rurees. 

RH. A.P. 

1914-15 .- 5 8 0 
1915-16 13 15 0 
1916-17 13 3 0 
1917-18 12 5 0 
1918-19 Not available 
1919-20 13 6 6 
1921-22 910 0 
1922-23 5 6 .6 

q . .&8. The above prices are quoted from Government Trade Rep9rts. 

q. 049. Magnesium Chloride is manufactured as a waste bye-product in 
Germany, and it is carried as ballast on boats to Indian ports. Hence they 

"have a big margin of profits. 

Q. "50. Foreign competition is keenest in the Bombay market •• 

Q. 51. The 'exceptional low prices at which German Magnesium Chloride 
bas entered India since war is due to the favourable exchange to Germany. 

Q. 5 •. We are not in possession of. actual figures for freight by sea for 
t-»reign Magnesium, but this commodity is llBually carried on boats as ballast. 

Q. 58. Bombay is the chief market, and it being a port, the imported 
stuff has nothing to pay by way 9f railway freight. 



Q. 5.$. We haveno:iniltances to our knowledge in which Continental Magne
Bium' Chloride' has been re-exported' from' the United Kingdom as British: 
manufacture. ' 

f./;. 55. The foreign'manufacturers have an advantage over Indian manu-, 
facturers, 8B Magnesium Chloride with former is a waste bye-product of' 
potassium salts, and is easily collected and does not requir~.-any treatment by 
means of any special plant or machinery. ' 

Q. 56. Though none of the disadvantages mentioned in Question 55 can 
be regarded as temporary, protection of the indegenous industry for a reason
able length of time, say 10 years, under the past war normal condition shouid 
enable us to hold our own against foreign competition. 

VII. EQUIPMENT. 

Q. 57. Our Works are sufficiently large as an economic unit of production. 
The smallest economic unit of production would ho 500 tons. 

, Q. 58. The manufacture of Magnesium Chloride does not require the use 
of elaborate and expensive machinery. 

Q. 59. About 63 per cent. of the total capital outlay has been incurred 
on plant and machinerY. .. ' -

Q.,60. We enclose herewith a copy of the pamphlet on Magnesium Chloride 
and the Pioneer Magnesia WoI'ks, wherein on page 440, a brief description 
of the plant and p1:PCllSS of manufacture is given. 

Q. 61. Our machinery and other equipment and also the prticess of manu
facture are sufficiently up-to-date' and efficient to enable "US to compete S'le-, 
cessfully against the,foreign manufacture .• 

Q. 62. In 1916 we erected our Works at Kharaghoda and later new speClu 
flues for burning purposes according to the instructions of the TechnicaD 
Government Department were constructed. According to' the instructions of 
the Department of Industries a new experimental plant 'was' erected atoul'" 
Works to economise fuel consumption, but it was afterwards found that OUl"' 
method ~as the most economical. '. 

Q. 69. Excepting the boiler and the steam engine and the conveying pipeS', 
t~e other parts of the plant are manufactured in India. -

• VIII. CmTAL AccoUNT. 
\ 

Q. 6.$. Block value of our propJ,lrty as it stood at the end of 19~3 ill II., 
under:-.-

(a) Buildings 

(b) Plant and Machinery • 

Miscellaneous 

'Rs; A. P. 

42,613 2 0 
90,36413 9 

8,829 0 0 

"1,41,806 15 9 

Q. 65. The figures given in answer to Question 64 represent the actual 
cost of the various assets. The total depreciation accumulated amounts to' 
Rs.23,000., 
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(I. 66. The sums actually Bet aside for depreciation since manufacture 
eommenced, are practically equal to the BUms that ought to have been set 
aside for actual depreciation. 

(1.67. The cost of erecting a new Works with the same capacity of output, 
would be practically the same as we have incurred. 

(I" 68, 69, 70, 71., 7', 78, 74 and 75 do not arise in our c~, since OurB 
is a private firm. . 

IX. COBr. OJ' PBODtrCrloN. 

(II. 76, 91, 91, 98 ana 94. 

Detailed statement showing actual annual expenditure incurred by the 
Pioneer ;Magnesia Works on Magnesium Chloride manufacture at Kharaghoda 
according to their Books of Account from 1916 to 1922. 

Comparati1Je ,tatement of working COlt. from 1916 onward •• 

:i , 
~ 

I : 
ii Item. 1916. 1917. 1918. 1919. 1920. I 1921. 1922. I 

1. I --- --- --- -------
:B.s. :B.s. :B.s. :B.s. ':B.s. t :B.s. :B.s. , 

1 Royalty. 31,847 38,096 55,741 • 47,298 83,557 : 33,772 14,874 

I Bitterns extraction 3,775 0,083 19,845 16,914 9,694 3,673 5,618 
and storage. 

11,548 ! 3 Factory charges : I 
20,277 8,632 16,736 18,561 10,875 9,3011 

• Motor lI,ail Wagon .. .. .. .. .. i .. 2,661 

Ii Fuel 4,067 14,229 39,830 23,949 17,691 15,103 12,938 

e Drnms and Pacldng • 10,896 20,440 48,588 88,298 28,606 35,918 16,605 

7 RaIlway charges · 10,690 10,025 13,591 10,721 7,589 12,500 • 5,118 

8 Transport and hand- 8,157 5,915 
ling cbarges. 

7,286 8,536 6,039 7,485 3,138 

II Sundries • 848 2,720 2,596 5,290 2,084 2,294 1,500 

10 lI.eQts and Taxes 1,498 278 425 1,561 2,289 2,213 1,46~ 

11 TravelUng · 728 580 1,258 9311 611 1,245 1,1111 

11 Establishments, allow· 6,681 9,535 17,915 5,910 5,275 12,141 I 6,377 
ances,etc. · 18 Bad debts , 280 1,606 2,310 239' 59 1,144 .. 

14 Insurance charges .. .. . . .. .. .. 350 

16 Interests ~,12& 2,807 2,885 2,951 3,437 5,514 8,046 

16 Se~~I::pe'::::~';;":-1 20,"9 19,579 88,808 81,870 10,468

1 

20,8" 9,80S 

abortages, ato. 

l? De lJl8clatlon · · 5,957 1',268 15,000 22,843 
14,

933
1 

24,000 11,844 

18 Income Tax · 1,625 2,645 5,572 28,566 16,1140 18,907 .. 
- ---

ToS!AJ. , .1 1 ,13,107 1,58,228 1,110,888 2,64,4911 11,88,8 .. 12,07,646 1,10,845 

Statement of actual working costs of Magnesium Chloride per cwt. f.o.r. 
Kharaghoda based on annual production, at the factory from 1916 to 1922 as 
aeen from the Pioneer Magnesia Works' Books of Account. These are ex~lu-
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Ii", of railway freights, handling charges, selling col1lJlli"sion, depreciation 
and income-tax payments which would all have to be counted ext".!'a. • 

Total annual Average OOIIt of 
working production with. 

Yu.as. Sales. ProductioD8. OOlIte 88 out other charges 
above f. 0. r. shown aoove per 

Khara- cwt. f. o. r. 
ghoda. Kharaghoda. 

Cwta. Cwta. Ba. Rs . .&.. P. 

1916 · · · 16,76! 19,327 71,329 311 0 . 
1917 · · 23,610 22,896 1,00.796 , 6 6 

1918 · 38,4,03 36,903 
, 

2,10,633 511 3 

1919 · · 32,950 36,403' 1,67,263 , 9 6 

1920 · · 23,4,68 29,M2 1,17,2(11 , d 0 

1921 · · 21,979 17,0340 1,23,890 7 , 3 

1922 14,698 27,059 80,9402 I 3 0 0 

8,72,2540 I . 
171,870 189,195 , 9 9 

N.B.-(I) The reason why the expense in 1921 is so mgh is because in 
that year the production was exceptionally low. 

(2) The average COIlt p~r cwt.of Rs. 4.9.9 f.o.r. Kharaghoda 88' shown 
above can be roughly explained as under:-

Factory and fuel costs (about) 
Government royalty 
Drums and packing , 
Interest, establishment and all other sundry 

charges excepting those mentioned on top 

RH. A. P. 

12(1 
180 
120 

013 9 

4 9 9'l1er toD 

(3) Up to the year 1921 royalty remained fixed at Re. 1-8 a cwt. irrespec-
tive of whether the price realised was higher or lower. 

n will be noticed that the royalty to Government.has Ull to now worked 
out on an average to nearl" ird of the cost of production, which"is rather 
prohibitive. 

Q. 71. The cost of production increased in 1921 owing to the productioD 
being exceptionally low. 

Q. 81. The rates of depreciation allowed by the income-tax authorities are· 
proper. 

Q.. 82, 8S. About RH. 11,800 are required annually for depreciation at 
income-tax rate on the total block accounts. 

Q. 85. The Company requires a working capital of 11 lakhs to 2 lakhs of 
rupees. 

Q. 86. Most of ..:.;; working capital is provided by the prlncm:al parin_ 
9ardar Sir Rustomji J:ehangil' Vakil. 
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..• 'Q. 8r. 'The rate of interest for the borrowed capital !Ii CI per cent. 
Q. 89. The average valu~ of the stocks of finished goods held by the 

'Company is about Rs. 50,000; usually 4 months elapse between production and. 
payment. ' 

A. MANUFACTUREB'S PBOFITS • 

• Qs.,95, .96, 97, 98. 'TheSe ·questions do not arise in our case, as ours is a 
prIvate firm. 

·XI. CLAnI: FOB PROTECTION. 

Q. 99. A .. We claim that Ghe industry possess natural advantages such a8 
an abundant supply of raw material, viz., Bitterns, because it can be had 
within a distance of 2 to U miles from the factory in large amounts as a 
residual mother liquor of salt. 

B. Owing to the depreciated exchanges and the recovery of the Magnesium 
Chloride as a bye-product in Germany the industry is not likely to develop 
without the he~p of protection. 

C. We do claim that th\l industry will eventually be able to face world 
competitio!1' . 

Q. 100. A. Our inaust.ry is one in which the advantages of large scale 
production can be achieved and that increasing output would mean increasing 
economy of production. . 

B. It is probable that in course of time the .whole needs of the country 
could be supplied by the Home production. 

Q. 101. Heavy smed textile goods cannot bd manufactured without Magna
lIiltI!l Chloride. It used to be imported from Germany till the beginning of 
1VILr. In case there is no home industry develop,d, the prices might bet 
inflated at any time by the German manufacturers. Again Bromine can be 
recovered from the Bitterns and it would be very useful for chemical industry 
acd medical preparations and hence the industry is of importance on national 
gro~lBdlt also. 

Q. 102. The industry is peculiarly suitable to Indian economic conditions 
as the bitterns (from which Magnesium Chloride is manufacturell) can be 
had as a bye-product of Government Salt Works. 

Qs. lOS, 10", and 105. (1) The protection offered to the industry by way of 
~ustoms duty on the imported stuff, is practically negligible owing to the low 
price of foreign Magnesium Chloride. ' 

(2) Protection offered to our industry by way of transport charges between 
the country of production and the port of entry, is rather negative, i.e., to 
say, the foreign manufacturer is at an advantage in that respect. 
. The amount of protection which we consider' necessary for our industry 
is to levy a duty of at least Re. 1-8-0 per cwt. (i.e., about 50 per oent. ad 
"alort'"' duty according to present rates) on the foreign imported Magnesium 
Chloride. . • 

Q. 10':. On t,he basis of 20s til 24s warp x 30s to. 36s weft of yarn used 
in a mill and taking an average of 100 size per lb. of ya.rn (which is alto
gether a very high percentage to take for all India), it appears that less than 
l lb. of size is used on every 1 lb. of cloth woven. The average approximate 
cost per lb. of size mixing in a mill at the present day prices (Magnesium 
Chloride at Rs. 3-12-0 per cwt.) would roughly amount to 21 as. of which the 
proportion of Magnesium Chloride is only about 1/24th of 30 pies, i.e., 1 to 
l! pies per lb. of size used. 

In other words the total cost of Magnesium Chloride per lb. of cloth wove!) 
cannot bl\. more than 1 pie at the very highest computation which is altogether 
negligible (and the increll.!!'3 owing to protection duty would be more negligible 
still) and the millowner's arguments of increase in costs would fall to the 
ground.in Tiew of the other important negative advantages accruing to the 
country by the continuance of the industry in India. .. 
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.statement V.-Reportl received from the Pioneer Mal111elia Work, with their 

Zetter, dated 18th November 19iZ4. 
I have the honour to submit herewith' for perusal and information of the 

'Board two reports in original recently received from America and England 
as the direct result of my personal exertions and inquiries while on tour 
in those countries a short while ago. 

I am appearing before the Board at Poona on Friday next the 21st· 
instant to give oral evidence, but before doing so, I have taken the liberty 
of submitting these reports to you as throwing some additiQ)lal light on the 
.question and giving much useful information as regards the variety of uses 
to which this substance is put and the possibility especially under present 
eonditions of building up a good export trade from our side. 

Two spare copies are also sent for ready reference and I should be grateful 
by your kindly returning to me the original letters after you have done with 
'them. , ' 

Rohert A. Suffern, 
import and Export, 

96, Wall Street, 
New York. 

Mr. B.' 8. Lalkaka, 
London, Englalld. 

DEAa Ma. LALXAKA, 

September 20, 1924._ 

As requested I enclose a report I have made for you after investigating 
this market in regard to the production and nses of Magnesium Chloride, as 
well as the latest statistics which'the UnIted States Government has collected 
regarding its importation into the country and - 'its value on the import 
invoices. 

I am sending a copy ·of this to Bombay to you also, .80 that if it ehonld 
miss you in London you will not be delayed in getting the informatioI), it 
contains, which I hope will be of service to you. I placed' your order with 
Sackstein Overseas Company for the old clothing you desired, ,and trust it 
will show you a good profit;. I rather think that old clothing is becoming 
Bearce in the world, owing to the more or less impoverished condition of the 
European Nations, who formerly supplied a considerable portiori of it. If 
Russia should come into the market for supplies I am afraid the prices will 
IPise and the supply dwindle. With very best regards I remain, 

Yours very truly, 

(M) CEOIL T. WALKER. 

Magnesium Chloride from bittern waters of salt works was produced by 
four companies of the United States last year 1923, three of these companies 
being located in the State of California and one in the State of Michigan. 
Although the State of Utah is a large producer of salt there were no ship
ments of magnesium chloride from there. The United States Geological 
Survey roughly estimates the domestic production and sales for 1923 at 
28,000,000 pounds most of which was sold as, II cO!!lmercial ", crystallized 
ehloride 97 per cent. or more pure; but several thousand gallons of solution 
"Was also sold. This compares with a production in 1919 by seven establish-

.1 ments of 26,282,436 pounds value at $445,067 or approximately $34 per ton 
of 2,000 pounds. 

Prior ,to 1:he war there was no domestic production, the requirements of 
the country being supplied from abroad, principally from Germany. When 
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the German imports were shut out- through the war the United States 'oUlld! 
it necessary to produce its own requirements. • 

The increase~ use of magnesium' Chloride especially in the building m-
u dustry in the making of magnesia cements and stucco .. 

sea. which are known under various trade names, has. 
greatly augmented the demand so much 80 that the imports of 1923 more 
than doubled those of 1922. The increased demand since pre-war days is 
even more pronoiinced, as shown by the figures of imports, mostly from 
Germany, in 1914 amounting to 2,515,752 pounds of commerCial crystals, with 
no domestic production worth considering, while in 1923 there were imported 
23,052,385 pounds and domestic production had reached about 28,000,000 
pounds, which indicates a consumption of about 25,000 tons for the year. 

Many industries find good use for this compound. It is chemically used 
in the manufacture of hydrochloric acid; in the making of various magne
sium salts; as a catalyst in various oxidation processes; mixed with common 
salt as a bleaching agent; in the extraction of sulphur from calcium sulphate;. 
in the making of chlorine and magnesia. It is used in the manufacture of 
beer, paper and ceramics. It is used for the fireproofing of wood and in the 
mining industry for the treatment of timbers, and to chill the drilling tools· 
when drilling for salt deposits so as to prevent the dissolution of the salts. 
It is used as an ingredient in the manufacture of disinfectants, compounds 
for the laying of dust during sweeping and fixing the dust on roads; and as a 
refrigerating medium. In the textile industry it is used in the dressing
and filling of cotton and woollen fabrics; as a size; as a thread lubricant 
in weaving calico and also in dyeing and in the carbonization of wool. It is 
used in the manufacture of fire extinguishers. In the building industry it is 
used as an ingredient of magnesia cement in oxychloride flooring, which is 
extremely used in subway cars and kitchens of the new apartment houses in 
New York city. In the making of stucco it is found to be a valuable ingre
dient. 

The duty on imports is fivlHighths of a cent a pound or say $12'50 per 
short 'ton, while the selling price in the New York 

!mport duty and market at this writing is $34 per ton of 2,000 pounds 
price. and is packed in drums of about 550 lbs., though this 
weight varies with manufacturer. There are two grades the .. solid" or 
fused and the flake, the latter sometimes being packed, if, not usually, in 
bags-of 100 Ibs. 

The imports of 1921 aggregated 7,365,812 Ibs. valued at '012 cents. 
The imports of 1922 aggregated 11,403,837 Ibs. valued at '010 cents. 
The imports of 1923 aggregated 23,052,385 Ibs. valued at '008 cents. 

. These imports were undoubtedly shipped in under a very low freight rate, 
probably as ballast, iIi order to be able to complete under the present pro-
tectivA tariff. . 

l\lr. B. S. Lalkaka, B.A., 

CECIL T. WALKER. 

Import Department. 

40, Western Street, 
London, S.E. 1, 3rd October 1924. 
Scriven Brothers and Company. 

of Tho Pioneer Magnesia Works, Bombay, 
163, Cromwell Road. 

Kensington, S. W. 
DUB Sm, 

We confirm your interview on the subject of magnesium chloride. We
shall be pleased to have analysis and suggestions for business, but your priQlt 
must be s~flicient~_ competitive to make business possible. 
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German magnesium is offering at about £<1 to £5 per ton of four iron 
-drums, but this description is not usually sought after as the stuff corrodes 
very badly. 

Thank you for your references, which we are duly taking lip. 

Yours faithfully, 

SCRIVEN BROTHERS & 00 . 

. The Dominions Producers Agency, Limited . 

B. S. Lalkaka, Esq., 

.II, Great Tower Street, 
London, E. C. 3. 

30th September 1924. 

C I 0 Messrs. Thomas Cook & Son, 
Ludgate Sircus, E. C. <I. 

DUB Sm, 
Mayne8ium Chlori~e. 

, We have obtained a quotation from Germany for the above, :which •• 
pass on to you, in case of interest, as follows:-

" Magnesium chloride fused, including' 300 kgdrums, hard-wood casks 
of 300 kg. at £4-6 per 1,016 kg. prompt delivery from factory 
f.o.b. Hamburg." 

These suppliers inform us that the market for this ,article is expected to 
advance considerably in the near future, and that th,e German Chloride Mag
n4;sium-Verband is now quoted on a basis of £5 per 1,000 kg. including 
packing, f.o.b. Hamburg. 

The above prices are exactly as we .ave received from them and we 
thought it worth while letting you know the present state of the market, 
'as a guide to your future operations. ' 

, The German article is, of course, subject, to an addition of 5 per cenl. 
reparation duty which would not have to be paid on your imports, but on 
the other hand rates of freight from Indian ports tc the United Kingdom 
-are higher than to the Continent. The present rates are as follows:-

Bombay-London Rs. 50 per ton approximately. ' 
Bombay-Hamburg Rs. 25 per ton. approximately. 

The 'homeward rates are not quoted in London, being fixed in India, but 
the above figures are based on gl)neral rough cargo rates. ' 

We find that magnesium chloride is exported very largely from Germany 
to India. The Hansa Line who have frequent sailings from German ports 
to Bombay and Karachi have this cargo on practically: every one of their 
·steamers. It is usual to ship from 50 to 100 ton lots. 

Picking bands and roller 3kin3.-We have obtained sample cuttings of 
one or two qualities of' the above and have drawn, up quotations c.i.f. 
Bombay. We shall be glad to know whether we are to hand these to you 
personally, ,if you will be calling again at this office on your return to 
London, or whether you wish us to despatcli these direct to Messrs.' Vakil 
& Co. 

Yours faithfully, 

For and on behalf of 

The Dominions Producers Agency,' Ld. 

(Sd.) 

:Assistant Secretary and Export Manager. 
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Statement, rI.-Su.pplementary Statement. submitted by the Pioneer 
Magnesia Works, Bombay, dated 14th December 1924. 

In reply to yo'ur No. 1279, dated Poona, 24th November 1924, I have the
honour to return herewith the original papers received from you together 
with a supplementary statement containing additional information as required 
by the Tariff Board at the time of my Oral Evidence before them on the-
21st ultimo. 

Beyond a few verbal alterations I could have no fault to find with the 
actual record as it stands of the oral evidence taken, though in' order to. 
clear some possible misapprehension as well as to elucidate further the ques
tion before the Board, I have taken the opporiunity of offering certain e%:
planatory remarks which I trust will meet their favourable consideration. 

Supplementary statement. of ths Pioneer Magnesia Work •. 

(1) 200 per cent. du.ty.-Undue stress seems to be laid upon the point that, 
the Pioneer Magnesia \Vorks cannot stand without such a high protective 
tariff wall. Far from it. At the time their original statement was prepared: 
the German Magnesium Chloride was selling in Bombay as low as between. 
Rs. 1 and 2 per cwt .. and under those abnormal conditions it was thought 
impossible for the local Industry to exist unless a prohibitive tariff was. 
levied which would make it possible for them to meet such cut throat com
petition. In fact it was after full discussion with the then Director of Indus
tries that the undersigned was induce4 to suggest this as a hypothetical: 
figure only, and it should by no means be literally interpreted or taken as a 
standard to apply under all circumstances and at all times. 

We need not go too deeply into the question of what made such low prices 
possible, but suffice it to say that this could not be but for certain extra
ordinary condif:ions prevailing at the time in Germany which gave them an 
additional impetus to invade and capture the foreign markets Irrespective of 
whether the c!rop was truly warranted or paying and could b~ maintained 
or repeated by them in the future. 

The normal price of the imported article in pre-war' days for years and 
years past ruled somewhere between Rs. 3 and Rs. 3-8 a cwt., and I submit 
that judging from certain daW as already discussed in the evidence, when 
things are more settled, it would be safe for all practical purposes to take 
this ·as a more or less stable figure i. our calculations, for considering the 
duty question to protect the home industry. 

(2) Re R,. 1-8 handling and freight charge. from Kharaghoda to Bombay. 
-This requires some explaining-When the statement was made tile charge& 
roughly worked out as under:-

Rs. A. P. 

o 12 0 Freight per cwt. from Kharaghoda to Bombay for full wagon loael 
only. (For smaller consignments it tame to about 6 annas more). 

o 6 0 From Railway station to Agenfs godown in Bombay. 
o 6 0 From Agent's godown delivered up to mill premises. 

1 8 0 Total per cwt. 

N.B.-The last two items are taken approximately and might fluctuate 
according to prevailing labour and cartalte rates and the relative mill 
distances. It will be noticed that for the prese"nt for a temporary perio(l 0' 
siz month! only the B., B. and C. I. Railway, have been good enough 10 
reduce their freight rate on wagon loads by about 21 annas per Bellg-.u 
maund which would bring this charge down to say Re. 0-8-9 instead of 
0-12-0 per cwt. :qesides after great trouble and persuasion, in consultation. 
with tJ. .. Bombay Agents, we have been tl"ying and have sometimes succetlded 
in inducing the mill owners to buy wagon loads at a time which would take. 
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the staff right into their own mill siding instead of by the more cumbrous, 
and costlier method of double handling--iM) that in all probabdity in course
of time the freight and handling charges to Bombay may be expected to be 
down by about 8 annas per cwt., i.e., to Rs. 20 instead of Rs. 30 a ton. But. 
that would depend upon the continuance of the lower freight charges by 

. the Railway as much as on the mill owner's attitude as shown above over· 
which we could have no control. ' 

(3) The fundamental propo.ition be/ore the Board il the /ollowing:-
(First) what are the natural advantages; secondly what reasonable assur-

ance can be had that eventually the Industry would be able to.. 
dispense with protection; thirdly that without protection the
Industry would not develop very rapidly. 

(Firstly) it is not necessary to' dilate on this point as sufficient has been 
ssid already to show that the Industry situated as it is on the outskirts of
the extensive Government Salt Works at Kharaghoda does pcssess certain, 
very great natural advantages not only as regards raw material and market_ 
for the finished product, but also so far as many other facilities, e.g., or. 
labour, transport, material resource~ of the company, vicinity of fuel supply
and other Factory needs are concerned, and for our purposes it may I think 
be assumed that there is no very serious apprehension in the mind of the
Board ·on this score. Moreover Government experts have themselves esti
mated that as much as 193,00(J tons of Magnesium. Chloride is -annually
,,·asted in the Indian Bitterns (vide page 33 of the printed evidence) of 
which only a very small percentage could at present be utilizE'd. In regard 
to firewood, however, the advantage was negatived by- the Pre~ident on the
score tha, a hundred ,miles is too long to draw firewood from and that. 
space for space, in the same wagon six times more coal could be carried than. 
firewood. I shall attempt to show that after all we are ·not so badly off in 
this rE'spect. Kharaghoda is within easy access of the fire-wood district, being: 
only 18 miles from the important junction station of Viramgam, and although 
Godhra is the principal centre of supply and is over a hundred ~iles, there
is plentiful supply available round about us and we have experienced no. 
difficulty whatsoever in obtaining all the quantity required at fairly reason
able rates. 

The other argument that coal can be carried six times more than wood in: 
the same space, is open to question. For on inquiry I undelistand that if a. 
I6-ton be taken and filled up to a certain point it will carry 16 tons of coal 
and no more, for the simple reason that though it can contain more if filled 
to the brim, the Railway Company would not permit of overloading. Besides 
if only lth can be carried, that would mean only 3 tons of wood which is 
not borne out by facts; for in actual practice we do get in the same class. 
of wagon as much as 400 Bengal maunds or ahout 14 tons of fire wood and 
if that be so it would be admitted that there is no particular disadvantage 
against the industry. Moreover there is always the possibility of our ,flues: 
being adapted to burn coal instead of fire-wood if that be found more 
economical and efficient in the future, We have, however, preferred fire
wood so far, on technical advice, as this heat seems more suited to our 
production than coal.. 

,Ready access to the market lor the finished product. 

Page 10 of Oral Evidence-last paragraph. As pointed out in the present: 
statement, the charges to be incurred betwee!,- Khar~~hoda and ~0D?-bay are 
more likely to fall to Rs. 20 a ton under certam condItIOns, and thIS 18 bound 
to tell advantageously on our costa as laid down in Bomb9.Y· 

Secondly. How can the Industry do eventually without protection? 

The President has laid the onus ~pon us to show what rea~onable proba
bility there is of our competing with Germany without some sort of prote<:-
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tion, having regard to the peculiar advantages they enjoy 'Which enables 
-them to sell at such low prices. It is not possible to give a categorical 
answer or even to assert with any degree of certainty or reasonable proba
bility, 'Without making some Bort of assumption 'Which may be more or less 
(lonjectural and arbitrary and mayor may not come true. 

Two main questions ari_Assuming that· protection IS granted for say 
.5 or 10 years to come, what will the import price then be and at what lowest 
rate can the Indian Magnesium Chloride be placed'in the Bombay market at 
that time? In the oral evidence I have indicated that in my opinion the 
'stable import price will more or less rule somewhere between Rs. 3 and 
Rs. 3-8 a cwt. as in pre-war days and basing our own cost of production on 
an esttmated yield of say about 3,000 tons which is well nigh 50 per cent. 

less than the ma:l:imum capacity of our present plant but which could never
theless be safely taken as the most economical unit of production and within 
-our limits. I will try to convince the Board from the accompanying table 
-of costs that if all goes well, we can easily withstand any outside competition 
however keen, when the period of protection expires. As In the case of the 
Steel Industry which the President has quoted, more or le~s the same stand
ards might apply here also, viz., that given efficient management and suffi
·dent output; the cost of production would come down to such a level when 
our Industry would be capable of holding its own. The information here 
given and the figures submitted will it is hoped enable the Board to deter
mine as in the case of steel, what is the probable price at which imported 
Magnesium Chloride would enter India and what would be the probable differ
ence between ours and the imported article and to decide what should be 

,the amount of protection. (For comparati,e statement of production costs 
vide Schedule B.) , , 

I venture to submit that the cost of production rises or falls with the 
increase or decrease in production as the figures given ill Schedule B, will 
-show.. ' 

Then the other points to consider are that given a reasonable assurance 
for the safety of the industry, there may be other local competitors In the 
field; that a much gr~ter stimulus would be offered for spending on re
'search work and finding out improved methods of more economic working 
and for recovering other bye-products which latter though at present possible, 
could not be worked as a commercial proposition; that further extensive uses 
for Magnesium Chloride as indicated in the report from America be developed 
in the country; and last not least that this might ultimately develop into a 
healthy and permanent industry of sufficient importance and dimensions which 
besides giving employment to our own countrymen and fulfilling the needs 
of the textile trade, would bring added reveuue into the coffers of Govern
ment without putting any undue burden on anybody. It also means saving 
-our country from being at the mercy of the foreigner and from so much 
-exploitation from outside when such excellent material is at hand which other-
wise would go to waste. 

On the question of quality as well as the ultimate cost to the consumer, the 
Board has had independent testimony from the Bombay mill-owner's re
presentative Mr. Stones which goes to show that our quality stands well in 

·comparison with the German product even though it may root be as white in 
appearance, and further it is not an article of daily use or cOllsumption by 
the ~eneral public lind the co~t of a 3rd of a pie per lb. of cloth to the mill
Ol\'nel' can safely be considered as negligible. Coming to tre question of ~
port even though it be eliminated from our view at present as the President 
has remarked, it might be well to consider how far it mt'ans added produc
tion and consequent lowering of costs and whether it would be advisable to 
go in for it even if the external trade may-not be so profitable in comparison 
with the internal slIles. Then again we must not forget that from the 
country's point of view export always means so much added wealth to restore 
the balance of trade in our favour and this angle of vision should not be 
discarded. Moreover it must not be forgotten that in granting protection 
-the Government of India i.e. in other words the gel1era.i tax-payer alae 
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benefits to the extent of 50 per cent. of the nett profit.; of the company ill 
keepi~ ,rith the terms of their agreement. , 

The Board has to c~m8ider how far we have made out a case in favour 
of protection and whetner in their, opinion it would be advisable to let the 
Industry die rather than that a moderate amount of protection which hurts. 
nobody be granted. The ways and means are a secondary question, and 
could be adequately settled after careful examination of the various items 
and information submitted. Again just now our Factory remains idle for; 
8 months in the year but when the maximum output is assured, it can work 
the whole year round which would mean an immense saung in charges and 
a great advantage could be secured in other respects also. 

Although our relations with the Salt Department at Kharagodha are most 
cordial, so long as salt remains the main Manufacturing Industry and the 
conditions of collection and storage of Bitterns in tn..a Pan area remain 
what they are we are greatl.t hampered in our working and it IS not possible 

,for us to dictate to Government even though it may mean greater facility 
or economy of working for us. For their needs have to be consulted first 
and ours afterwards. 

Diuriminating Protection.-The President has said that this means 
discrimination between those industries which would eventually be able to 
stand on their own legs without help and those who would not. Could not 
this also apply to the amount of protection needed to keep a partiCUlar 
Industry alive against foreign aggression, and I do not think it can be 
urged against us that we have failed to make out a case to show how far we come 
under this category and whether a moderate amount of protection is 
deserved or not. What that amount should be aud for how long and in 
what shape or form are questions which we are perhaps not competent to. 
deal with, and we have no doubt hut that the Board will take a broad and 
sympathetic vie'IV of the matter and see that the in~ustry IS not wiped out 
of existence for no fault of theirs. To argue, that became the Company has 
made handsome profits in the past and can afford to lose now or shut its 
doors if it cannot stand without protection, also that wl>y should the Board 
take money out of the pockets of the general tax-payer to enrich a private 
party; and what if this manufacture was started comparatively very soon after 
the war, why could it not he improvised again in a similar contingency in 
the future, etc., might be answered thus. 

True--good profits were made, hut those were under extraordinary cir
cumstances arising out of the Great War and cannot be looked upon as perma
nent or likely to be' repeated. We were not the ouly people that made 
money-hundreds of thousands of 'others did the same aud more especially 
the mills whl) were our only customers had their coffers filled to over1lowing 
lind were in no way affected. On the contrary we did a distinct service to 
them, for had we not stepped in, the mills would have had either to d~ 
without Magnesium Chloride or to use other substitutes ii'hlch might or might 
not have suited and they would have had to pay through thl' nose to get the 
foreign article. Iu fact we filled the gap, gave them a good article and. 
managed to keep them supplied without a single wall or complaint at com
paratively 50 per cent. lower value than the foreigner . 

• We have paid a few Lacs to Government in royaIty-spen~ large amounts 
in wages and given our mite in the shape of Income-tax, wmch all meant a 
poten,tial nett gain to the country at the rate of about a lac of rupees per 
annum liS the figures in the printed evidence show and if in spite of that it, 
is thought that the Industry is not worth protecting, it would be more our 
misfortune, than anything else. 

We want not so much additional duty under all circumstances as a dump
ing duty against unfair foreign exploitation and if YOU; ta~e tb:e instan~ of 
far more advanced countries like Australia and America It Will be noticed 
that in certain cases like the Germ"ln toys and even silks ond ready made 
clothes, as much 39 60 to a 100 per cent, custo1D8 duty is levied in America 
for the protection of the home industrjes. 
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Fire-wood costs in 1920-fl-ti have been as under:-

Old Balance Purchased Total Consumed 
Years. in rupees. during the Rupees. during the 

year. year. 

-....... . Rs. Rs. 

'1920 . 1,250 31,142 32,392 17,692 

1921 . 14,700 6,481 21,181 15,103 

J922 . 6,078 6,939 13,017 12,938 
\ 

Fire-wood costs come to between Rs. 35 and Rs. 40 per 100 Deshi maunds= 
:SO Bengal maunds laid down at Kharaghoda duly cut and stacked and after 
,llllowing for wastage and less per centage, etc. It would also depend upon 
the class of wood and the distance from which it has to be brought. We 
do not burn coal-but the approximate price for good 2nd class coal may come 
to about 22 Rs. a ton at Kharaghoda I think. 

Transport and Handling charges.-I have ascertained and find that those 
shown in our previous statements referred to charges incurred on Magnesium 
.chloride only wherever sent after the same had been put in wagons at 
Xharaghoda. Freight inwards and out'fards and costs incurred in handling 
..all other material are detailed under other respective heads, e.g., fuel or 
.drums or Factory and so forth. 

Packingcharges.-At the rate of Rs. 7 for each drum containing 7 cwts. 
Magnesium Chloride the cost comes to Re. 1 per cwt. as per separate details 

.below . 

. R8. ti. Cost of Ii sheet used, weighing about 25 lbs. at the rate' of 
Rs. 23 per cwt. (This was the cost of our old drums when the 
statement was prepared.) 

·Re. 1. For sundry material like painting and soldering, rivetl, etc. 
Re. 1. Making charges. 

Rs.7 

.:rust now owing to the relatively cheaper cost of drum sheets as well as 
labour-the packing would come to at least 2, annas per cent. cheaper than 

'before. 
Railway /reiohts.-A schedule of various concession rates both in Bengal 

JDaunds and per cwt. now in force is submitted herewith (1Iide Schedule C). 
'\l'he relative distances from Kharaghoda in miles are also shown. They are 
pf course for bulk and not for small consignments. 

Selling commissions.-Our experience tells us that it is often more economi
,pal and effective to work through influential agents than departmentally. 
Besides, the latter does not "necessarily mean much saving, as otherwise we 
would have to employ a fairly adequate staff which would swell our establish
JIlent costs. 

Depreciation charges.-A statement -(1Iide Schedule A) showing the per
centages allowed by Government both for purposes of our agreement with 
t~em as well as for Income-tax is submitted herewith. . 

Income-ta:!: .figures.-Both as regard actual amount of tax paid and the 
amount on which it was assessed are not ascertainable from our own books. 
'They could only be obtained from the income-tax authorities at Ahmedablld 
-where we are assessed every year. In their notices as well as in their payment 
;receipts, the income-tax authorities do not show any figures separately e\'eu 
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-1hough requested and hence I am unable to furnish the Board with the 
Tequisite information. 

The figures published in the printed statements present the actual state 
u affairs as adjusted in our own books of account and. we regret it is no' 
,])os,qjble for us at the present moment to determine the exact difference in 
"total earnings IOld depreciation as requested. It is true that in good years 
"e carried more towards depreciation: though oll.ly a portion thereof was 
,.llowed to be written off for purposes of income-tax. 

Salt being an Imperial monopoly and th~ Pri~hard Salt Works of Govern. 
ment being worked departmentaUy, our Magnesium Chloride Industry at 
Xharaghoda is subject to the supervision of the salt authorities and under 
-the existing agreement with the Secretary of State whatever royalty was 
paid hithertG or profits accrue hereafter would go to the Government of India 
and not to the Bombay Government after accounts are audited by the account

-ants and checked by the Chief Account Officer of the Government in Bombay, 
It would not be possible I think to revise the question of royalty with a view 
to obtain a refund from the Government as suggested by Mr. Ginwalla. 

Boyalty.-It is argued that according to the. existing terms, we are first 
aUowed a return of 10 per cent. before dividing the profits with Government. 
-This is not literaUy true nor does it -benefit Or< hel~ us materially-for the 
reason that in lieu of this we are not allowed to charge the interest on capital" 
as well as income-tax to the revenue account. These two items often swallow 
np much more than the 10 per cent. allowed on gross expenditure, and 
after all they are out of pocket items so far as we are concerned and faU 
-entirely on our shoulders in bad years when nothing is earned. Besides the 
loss is also ours. Because the shareholders have get their capital back under 
·certain extraordinary and abnormal conditions is no reason why they should 
go on losing-without any hope of retur~ unqer persistent ill-luck or unfavour
able conditioJls inspite of their best endeavours or without any fault on 
their part. 

I,astly nnless the production and sales are sufficiently enlarged it would not 
be possible to make any decent return after meeting the half share of Gov
'ernment, and it would leave but a baI"ll margi:ri to the Company for all their 
capital and zeal and work and risk of loss and in arriving at a fligure of cost 
and a reasonable margin of ·profit the Board should kindly take all these factors 
into consideration and adjudge the protective duty accordingly . 

• -SCHEDULE A. , 

Statement oj" Depreciation on t~e fixer/, capitaZ expenditure for the year 
1929 prepa1·lld by the Managing Partner Mr~ B. S. Lalkaka .. 

Heads. Capital I Deprecia. Deprecia. 
Particulars. tion tion amounts. per cent. _ allowed. 

• 

I Rs. A.. P. !ta. A.. P. 

I 

I 
Bittern Settlers . 3,388 0 0 

Sweet Water Tank . 722 6 0 

I Bittern Re811rvoirs 16,140 0 () 

, Mis~ellaneoUB Small Tanks and 788 0 0 
--

I 
Cisterns. 

: 21,538 6 0 21% 538 7 6 

~ 
,. 
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Capital Deprecia- Deprecia-
Heads. Particulars. tion tion amounts. percent. allowed. 

- Re. A. P. Re. A. P, 

I Magnesia Shed · · · 8,491 8 0 

Chimney . · · · 472 5 0 

Store Rooms ~ · · · 360 2 0 

Miscellaneous quarters · · 3,262 '3 0 

Laboratory, Kitchen and Out- 2,027 0 0 
houses. 

Two Bungalows · · · 26,000 0 0 

Motor Shed · · · · 2,000 0 0 

Boiling Fluids · '. · · 1,864 0 0 

Railway Siding and Ramp • · 6,200 0 0 

Additional Shl!d and Bromide 6,289 4 0 
Plant. 

Drums Factory • · 5,179 0 0 

62,145 6 0 5% 3,107 4 3' 

I' Cooly Quarters • · · · 3,000 0 0 I 
Clerks' Rooms · · · 600 0 0 

-

3,600 0 0
1 

10% 360 0 O. 

. 
Motor Rail Car _ · · . 32,()()() 0 0 20% 6,400 0 o· 

II Steam En\\:ne Boilers Pumps, 5,366 13 9 5% 268 5 6. 
Pulleys, echanio Shop, etc. 

II Copper Pans and Pipes · · 15,000 0 0 , 
600 0 0 

15,600 0 0 7% 1,170 0 0, 

Sundry New Additions · · 1,506 2 0 

GRAND TOTAL · ' . 1,41,807 1 9 11,844 1 3 
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SCHEDULE B. 

Comparatille Statement 01 Production COBta (approzimate only). on att. eni-
mated yield 0/8,000 ton. as again.t 1,000 tOM per annum. . 

Over 3,000 tons= I 
60,000·cwts. . 

I 
@aboutper 

cwt. 

Rs. Rs. A.. P. 

:Bitterns Collection caJculating 15,000 0 4 0 
2* tons Bitterns to 1 ton of 
\lag. Chloride. 

Labour and Factdry charges at 
Kharaghoda works. 

18,750 0 5 0 

Jl'uel-aa y Firewood required 26,250 0 7 0 
at the rate of Md. 11 per cwt. . 
of Mag. chloride and calcu-

I lating the price to be Rs. 40 
per 100 mds.=50 Bengal I Maunds only, 

p acking at the'rate of 3 drums 52,500 o 14 0 
·to a ton. 

Depreciation calculated on pre- Il,S44 O. 3 If 
lent Block A-C of Rs.I,41,000 
at rates allowed, by Govt. 
Y ide Schedule A. 

Interest charges on say Rs. 17,500 0 4 8 
2,50,000 in case of large out-
put and Rs.l,75,Oooroughly 
on a smaller output, the .. 
block account being the same 
in both case~ at 7% rate of 
interest. 

Establishment and supervision 12,000 0 3 21 
charges, rente taxes and sun-

. dries, contingencies, etc. 

Rs. 1,53,844 ie. 2·9·0 per 
cwt. 

, 

Over 1,000 tons= 
20,000 cwts. 

@aboutper 
cwt. 

Rs. Rs. A.. P. 

6,250· 0 5 0 

7,500 . 0 6 0 

10,000 0 8 0 

20,000 1 0 0 

11,844 0 9 5f 

12,250 0 9 91 

. 
0 4 9 

6,000 

Rs. 73,844 ie. 3-11-0 per 
cwt. 

A.dd freight and handling in Bombay with seIling commissions and margin of 
profit for the Company. 

NOTll.-This shows that even after allowing for certain variations, there is 
ample scope and every possibility of reducing our cost by at least Rs. 15 to 
Rs. 20 a ton if not more. What a tremendous difference and saving that 
would mean in overhead costs, on a sufficiently large output? This is enough 
argument to prove that with due encouragement the industry can hold· its 
own, and be independent of any protection in due course when this additional 
dgty is taken off. ' 



SCHEDULE C. 

Copy. 
No. R. 904/14/69. 

Traffic Superintendent Office, 
Bombay, 

Dated 19th June 1924. 

Memo. with effect from the 20th June 1924, Bittns.- C. C. D. R. L. from· 
Kharaghoda to the following stations will be charged as under;-

Approximate mileage from Kha.raghoda. 

Indore 
Ujjain • • • • • 

700 Delhi Queens Road or Delhi L. Gate 
Cawnpore • 

60 Wadhwan. .' 
90 Nawad 

180 Surat • 
58 Ahmedabad 

375 Bombay • 
Morar Road 
Agra Fort. 

Per Bengal 
Maund. 

Rs. A. P. 
090 
o 810 
012 3 
013 11 
o 2 9 
034 
059 
029 

plus town duty @ 
0·1·6 
0.4.3 ann&s per 

Md. 
062 
012 3 
012 3 

percwt. 

Rs. A. P. 
o 12 6-
012 3 
III 
136 
o 3 10 
048 
080 

o 510 

088 
1 1 1 
1 1 1 

SCHEDULE D. 

Imports 01 GerflUln Magnesium Chloride in 19241rom Bombay Customs 
retu""s . 

January. 
February 
March 
April 
May 
June 
July 
August • 
September 
October 

,November. 
December. 

. 
Months. 

. 

. 
; .. 

Cwts. 

8,719 . 9,328 
3,810 

842 
5,663 

708 
3,265 . \ 3,279 . .. 
4,105 

39,719 

Import Price per cwt. 

Rs.A. P. 
2 9 0 
2 9 6 
2 13 6 

- 3 0 9 
3 2 3 
3 0 9 
311 6 
4 7 9 

. ... 
4 8 0 

Total for 9 months. 

NOTB.-There has been no new production at Kharaghoda, our factory 
being shut down for the past 2 years. The above total comes to say 40,000 
cwt. = 2,000 tons, th~ total import value being Rs. 1,26,057 or Rs. 63 a ton. . 
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Statement VIl.-Further supplementary ,tatement submitted by the Pioneef' 
Magne,ia Work" ilated the 17th January 1925. 

Referring to our letter, dated December 14th, with accompanying supple
mentary statements as required, I have the honour to inquire whether the 
Board have come to any decision and if ,not when our case is" likely to be 
-decided finally and the result made known to us. 

Since supplying the import figures mentioned in, OUl;- last statement, 
'additional figures up to December 1924 have been furnished to us from the 
Bombay Customs Returns, which we beg to write below for the information 
and guidance of the Board:-. 

Foreign Imports Import value A<erage import 
1924. Cwts. Rupees. rate i.e .• per 

Cwt. 

Rs. A. 'P. 

From I anuary to August 35,614 1,07,598 3 0 " 
SepteR.brr 6,518 26,103 " 0 0 

October 4,105 18,459 4- 8 0 

November. . . 6,785 33,711 4 15 II 

December. . . . 15,594 66,600 -
"' 4- "' 

TOTAr. 68,616 l 2,52,471 I at 3 10 7 per 
ewt. averag •• 

(i.e., 3,430 Tenl about.) 

It will be seen that a large quantity has come in during the last month a~d 
a goodly portion of it is sold in the market at even below costs in some cases. 

Unless urgent steps be taken to stop this dumping, our industry, we fear, 
.is doomed and we should be obliged if th~ Board will be pleased to do some
thing in the matter. 
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mE,PIO~EER MAGNESIA WORKS, BOMBAY. 

B.--Our.. 

Oral evidence of Mr. B. S. LA.LKAKA, -General Manager and 
Partner, recorded at Poona on 21st November 1924. 

President.-First of aU, there is one point to be cleared np. In your 
original representation you asked for 200 per cent. duty, but in your answer 
to the Questionnaire you say that the amount ',:If p.-otection necessary is an. 
ad valorem duty of 50 per cent. 

Mr. Lalkaka.-I only took a hypothetica'l c,ase. At the time when the
original scheme was put forward German magnesium chloride was coming at 
about Re. 1-8 to Rs. 2 a cwt. which would hardly be enough to cover the 
handling and the freight charges from Kharaghoda to Bombay. I thought 
that unless 200 per cent. protection was given under such circumstances 
it was impossible for the industry to go on and that was why I made that 
proposal. 

President.-Surely the c.i.f. price was never as low as Re. 1-8 a cwt. I' 
1I1r. Lalkaka.-It was. 
President.-The Millowners' Association told us that the lowest selling 

price in Bombay was Re. 1-12. 
Mr. Lalkaka.-It was between £1 lOs. to £1 153. per ton c.i.f. 

President.-The lowest figure the Sizing Materials Company gave was for 
June 1923, viz., £2-17-6 a ton, which at Is. 4d. exchange, came to Rs. 42-12. 
That is the lowest figure we have had for the c.i.f. price. We have, however, 
been told that the selling price in the bazar was a good deal lower. You 
will admit, I think, thst, if there is a case for Protection, the duty should 
be based on the c.i.f. price and not on temporary fluctuations in the bazar 
price, due to overstocking. This 200 per cent. proposal was based, I under
stand, on a price of Re. 1-8 per cwt. 

Mr. Lalkaka.-Yes. 
Presil/ent.-That would mean a duty of Rs. 3 per cwt. Is that what you 

were aim'iag at P . ' 
Mr. LaZkaka.-It would come to somewhere about that. 
President.-How much did you think the duty would bel' Had you any 

definite idea in your mind P 

Mr. LiZkaka.-What I had in my mill.d was to bring the cost of the
imported article to apparently the lowest cost of production at which it could 
be placed in Bombay. 

President.-But had you any definite idea as to the amount of duty in 
rupees per cwt. P . 

Mr. LaZkaka.-Supposing the German. price was Re. 1-8 in Bombay then. 
the amount of additional duty that would have to be levied would be about, say. 
Rs. 2 per cwt. 

Pre.ident.-That would only raille the price to Rs. 3-8. Moreover, if the
import price is Re. 1-8, a duty of Rs. 2 is not 200 per cent. Finally, it is 
difficult for me to believe that you regarded Rs. 3-8 aA a price that would 
pay you. 

Mr. Lalkaka.-It would not pay us. 
President.-What is the good of it thenP What j.s the'use of putting OD 

a very heavy duty if it is not going to pay you P What I imagined you .mean~ 
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w .. that, if the price was Re. 1-8, you wanted a duty of about Rs. 3 per cwt. 
I want to know whether there W88 anything definite in your mind, or 
whether you asked for 200 per cent. on general lines. If you had nothing 
definite in ;,our mind but simply thought that the price being so extraordi
narily low the duty would have to be VJlry heavy, it is quite open to you to 
8ay that. 

Mr. Lalkaka.-That was in a general way the idea. 
Pf'uident.-In your .answers to the Board'e Questionnaire (Nos. 103 to. 

105) you have asked for a specific duty of Re. 1.8 which ~ou said was about 
ro per cent. ad "alorem. If you meant that the c.i.f. prIce in Bombay was 
Rs. 3 a cwt. that would raise the price in Bombay to'Rs. 4-8. At the same 
time the price of Re. 1-8 plu, 200 per cent. also comes to Rs. 4-8. Is about 
Rs. 4-8 the price you want to get P 

Mr. Lalkaka.-I should think so. That would just cover it, and I have 
worked out the figures. 

Prelident.-I Will turn now to the fundamental proposition before the 
Board. The Fiscal Commission laid down certain conditions which should 
ordinarily be satisfied before Protection is given. These conditions need not 
be satisfied in the case of very important industries which are necessary on 
national grounds. But I do not think you will maintain that the l\Iagnesium 
Chloride industry is on a par with the Steel industry, so that we must treat 
it as one of those that fall under the ordinary conditions. I do not think we 
need dwell upon one of the conditions, which comes second in the order. But 
the two important conditions are (1) that the industry should possess natural 
advantages and (2) that there should be reasonable assurance that even
tually the industry will be able to dispense with Protection. The third 
condition was that without Protection the industry would not develop very 
rapidly. There is no need to ask any particular questions on that, as it will 
follow from the evidence given on other points. But the other two conditions, 
are very important. I would like you to tell us what natural advantages the 
industry possesses. 

Mr. Lalkaka.-I have already indicated them in my answers. We have 
an abundance of raw materials as much as to manufacture three or four times 
the needs of India. They are situated at a very convenient locality. The 
market for the finished product is practically near at hand. Then in point 
of railway facilities we have nothing to complain of. We are getting enough 
railway wagons to despatch our goods. In the Government salt works they 
bave got a network of railway lines and we have connections to the factory. 
We can send out our goods to different parts of India and there is no lack of 
goods wagons for us because, salt being the main industry, there are a 
number 'of wagons always available at the salt factory, and .we find no 
difficulty in getting wagons. In point of fuel-we use firewood-we find it 
somewhere round about. 

President.-You have told us "firewood which is the principal fuel is 
brought from a distance of 100 miles." 

Mr. Lalkaka.-We can also get it from Viramgam which is about 18 :iniles 
distant. The answers to the Questionnaire· were drawn up in my absence. 

Pre8ident.-You had better send us the right answer. I should not say 
myself that, if the fuel has to be brought from a distance of 100 miles, you 
bave any particular natural advantage. It is a bulky articl\l and would not 
stand a heavy freight charge. 

Mr. Lalkaka.-For that matter the Ahmedabad Mills get their coal from 
several hundreds of miles. -

Prt8ident,-l\Iy point is rather this.· If you take the relative weight of 
coal and wood, you can carry about six tim~ the quantity of coal in the same 

• This passage has been misreported. The exact form of the. question 
cannot be recalled, but the point raised was the relatively low calonfic value 
or wood as compared with coal. 
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space. Wood takes more space. This answer that you have given llibout.· 
firewood, that it is brought from 100 miles, is apparently misleading, ana: 
it is perfectly open to you to send us a revised answer. 

Mr. Lalkaka.--,-:Yes. 
President.-Do you' consider that you are all right in respect of labourP 
Mr. Lalkaka.-I see they have given a wrong answer. We find no difficulty 

as regards labour and it is found at very close quarters. 
President.-I rememb;r reading in one of the documents you nave sent 

us that the' labourers in this area are accustomed to work in salt manufacture,. 
and are a very hardy and vigorous race of people and work very well. But. 
it would be a very difficult matter, I imagine, to compare labour conditiona. 
in Stassfurt in Germany and those in Kharaghoda. Quite possibly in· 
Germany they use labour saving appliances on a large scale. In the ordinary 
sense you seem to be advantageously situaterl as regards labour, and I do not 
think there will be any disposition on the part of anybody to contradict that •. 

Mr. Lal1caka.-I should think we are very IIdvantageously situated as-. 
regards labour and moreover we do not require much labour. 

Pre,ident.-So the advantages you claim are-

(1) An abundant supply of raw materials; i.e., the bitterns, or • mother 
liquor' out of which the sodium chloride has been taken. 

(2) Large markets at a reasonable distance. 
(?) Cheap fuel (I am a little inclined to question this advantage). 
(4) Abundant and cheap labour. 
(5) Good railway communication and facilities for transport. 

You say you are advantageously situated in being near your market. How
far off are you P 

Mr. Lalkaka.-For instance, Ahmedabad is only 60 miles from 
Kharaghoda. 

Pre&ident.-Take Bombay, which is the bigger market of the two. You 
have told us that, after you have made the magnesium chloride, packed it. 
and put it in the truck, it costs you Re. 1-8 a cwt., before you can deliver' 
into the mill at Bombay. It comes to Rs. SO a ton. If the distance from the 
market, as measured in money, is Rs. 30 a ton I do not think you have· 
an advantaie in this respect. 

Mr. Lalkaka.-Where have I stated thatP 
President.-You say" supposing the Company's lowest cost of production 

comes to about Rs. 3-2 per em., f.o.r. Kharaghoda, pl",& handling and railway' 
freight and godown charges in Bombay amounting to Re. 1-8 extra it will, 
mean Rs. 4·10 at least in Bombay." 

Mr. Lalkaka.-Yes, because we have got the disadvantage of double· 
handling. 

Pre&ident.-My point is this. If it costs you between the factory and the
market Re. 1-8 in freight, transport, handling and godown charges, or Rs. 30-
a ton, yo" are not advantageously situated. You are disadvantageously 
situated, and it is a very hellVY charge. That is my point. As regards 
Ahmedabad it is true that you have an advantage, but as regards Bombay,. 
if this figure of ~e. 1-8 is correct, then it is a very serious disadvantage. 

1I1r. Lalkaka.-We have lately tried to minimise this cost. 
Pre&ident.-You would naturally do so, because it is very heavy. But it 

is very difficult for you lo say that you have natural advantages as regardS' 
ready access to your market. Perhaps, when we come to asking you in detail 
about various items of cost, you will tell us about it. 

Mr. Lalkaka.-When I am calc~lating Re. 1-8, I am calculating on deli:. 
vering the thing at the mill premises, whereas in the case of foreign magnesium 
chloride they charge these things separately. They only' calculate 'lihe c.i.f.
price. 
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l're.ident.-The information we have had So far is that the people whO" 
Import magnesium chloride are either selling at a 50 per cent. profit or at a 
50 per cent. 1088. It ia either a squeeze or a slump, and, therefore, it is verr 
difficult to say what charges they are incurring because it seems to be a 
curious market. However, the point is that, unless you can bring down the 
charges to be incurred between Kharaghoda and Bombay to something under
RB. 20 a ton, I don't think you have got any advantage at all. 

Now let us go on to the other condition laid down by the Fiscal CommiasioB' 
that eventually the industry should .be able to dispense with Protection. 
What have you got to say about that? . 

Mr. Lalkaka.-That would depend on what would be the prevailing price' 
of the imported article. 

Prerident.-That I fully admit. We will come to that when we go more
deeply into the figures, but are there .any general remarks that you can make P 

Mr. Lalkaka.-I have one remark to offer. Supposing we are able to 
increase our production and compete in foreign markets, that would reduce 
our cost of production. I am very hopeful of exporting some of our material' 
to England and to America. 

Prerident.-U that were a practical proposition at the present moment, r 
should ask you what conceivable reason there ia, why you should come to 
the Board and ask for Protection? Surely the export of magnesium chloride 
is not a practical proposition at the present moment because, if it is, we 
should have to consider whether it was worth while considering the question' 
of Protection or not. You may be able eventually to bring down your cost 
of production to such an extent that you would not only capture the Indian' 
'market, but invade the foreign markets. But I am afraid you have got to go a 
long way before you can attain that. 

Mr. Lalkaka.-U we could increase our sales in the Indian market tllat· 
would give us a chance of lowering our cost of production. 

Pre.ident.-I don't see that your figures establish that. They establisti· 
rather the converse proposition. In the years of lower production the co'" 
goes up, but in the years of highest production the costs do not go .doWJI· 
very low. 

JIr. Lalkaka.-In those years we had to pay heavily for p~cking materIal; 
"tc. We had also to pay very high charges for labour. 

Pre.ident.-You have told us that the magnesium chloride which is madw' 
in Germany comes from the Stassfurt salt' deposits, and that the deposits" 
there are exceedingly rich in certain very valuable natural salts, e.g:, 
bromides, iodides, potassium chloride and so on. Do these exist in the Khara
ghoda salt? 

Mr. Lllkaka.-There is just a trace. 

Pre.ident.-I gather that at Stassfurt in order to recover these more
valuable salts they have to remove the magnesium chloride, and that it is only
" bye-product, so that they have got a natural advantage ~ecause, i! it is me!"6IY· 
.tuff which has to be removed in order to get the potassIUm chlorIde, bromIdes 
and so on, they can afford to sell the magnesium chloride at almost any price;
however low. , 

Mr. Lalkaka.-That is sO. 
Pre,ident.-There ia also this further point that these deposits are abun

lant and are very rich and are likely to last for a great many years. 

Mr. LIlkaka.-I dare say, yes. 
Pre.ident.-How then do you think the Indian magnesium chloride is· 

going to compete ,vith theirs? There· is a very great natural advantage' 
which Germany possesses. 

MT. LIlkaka.-You are considering the time when we should be able to da', 
without Protection i' 
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President.-Yes, at any time in the next 30 and 40 years. At the end 
«)f 100 years they might have used up all their salts. and then you might have 
a chance, but that is looking too far ahead P 

Mr. LaZkaka.-That is a very difficult question for me to answer. Consi
dering the uses to which it is put in other countries one. might hope that in 
India certain other uses might also be found for it which will increase its 
(lonsumption. 

Pre8ident.-B'~t '~urely the world price of magnesium chloride is going to 
be determined in other countries. The demand for magnes~um chloride in 
India is only a small proportion of the world consumption, and therefore the 
question of the demand in India is not very important. The real.question 
is, if Germany has such great natural advantages, how do you hope within 
the next 30 years that the Indian product will be. able to hold its own without 
Protect jon or assistance of some kind P 

lIlr. Lalkaka.-I cannot say anything definitely of course. 
'. President.-You see, the onus is upon you. It is for you to show that 

the conditions are satisfied. If you cannot satisfy us, what are we to do? 
Mr. LaZkaka.-The thing is that in the case of increased demand we can 

)lave larger output and thus lower the cost of production. Also Bome im
proved method may be found which will lower the cost of production. 

Prelident.-Of course we cannot get a certainty in any industry. What 
we look for is a reasonable probability, and if the conditions under which 
magnesium chloride is produced in Germany are such that they can sell at 
a very small price, how is it possible for you to do without some sort of 
Jlssistance P 

Mr. LaZkaka.-We may also be able to reduce our cost of production. For 
instance, epsom salts can be produced; on account of its cost of production 
we are not doing it at present. It is quite possible we may be able to find 
()ut a process under which other salts may be produced which will lower our 
(lost of production. 

Prelident.-But should you not have discovered those processes before 
you came to ask for Protection. 

Mr. LaZkaka.-Protection is only going to be given for a short period 
after which it will stop. 

Prelident.-That is not what the Fiscal Commission said. They did not 
say' let them try and experiment for .10 years and, if they cannot make 
good, then withdraw the Protectipn.· "'hat they laid down was that, unless 
the Board were satisfied that there was a reasonable probability that even
tually the industry would be able to hold its own without Protection, Pro
tection ought not to be given. The reason why I am putting this to you 
is because this is a real difficulty you have to meet. 

Mr. Lalkaka.-With due deference I would submit this whether it would 
be advantageous for the country to give Protection to the industry which 
fulfils certain conditions or whether it would be safe to let it die? 

PreljJent.-A policy of discriminating Protection was what was adopted 
by the Government of India and the Legislature, and the policy of dis
<'riminating Protection means inter alia discrimination between those indus
tries which would eventually be able to stand on their own legs. witho;)t help. 
and those who would not. 

Mr. Lalkaka.-There is also the question whether' by granting Protection 
you are affecting consumers adversely or not. 

President.-Surely we must take the points in order. First of all you 
bave got to establish the fact that eventually this industry of making 
magnesium chloride will be able to do without Protection. 

1I1r. Lalkaka.-Wbat sort of assurance can I give? 
President.-Let me put it to you in this way. Look at the Steel industry 

They pointed out the extraordinary abundance and richness of the iron ore 
1lome of which are the very best in the world. They also pointed out that their 
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coal is abundant alld within easy reach of the iron ore. At present the cost 
of production of steel is a good deal higher than in other countries. Never
theless, the Board were satisfied that eventually, given efficient management, 
the cost of production would come down to a level where the industry would 
be quite capable of holding its own. Have you anything to tell, us of the
chances of producing magnesium chloride at such a cost that you can compete' 
with magnesium chloride produced in Germany? ' " 

Mr. Lalkaka.-That is a very difficult proposition to answer. But I can 
guarantee that after five years my cost of production ought to be such and 
such, that it would be less than what it is at present. ." I 

Pruident.-Are you definitely of opinion yourself that eventually you wiU 
be able to dispense with Protection? 

llr. Lalkaka.-I am honestly and confidently of opinion that eventually 
it would be able to compete with the foreign product without Protection. 

Prelident.--Can you t-ell me in general terms what your reasons are? 
Mr. Lalkaka.-I am hopeful of' reducing my, cost of production and of 

finding certain improved methods by which we mky be able to recover certain' 
other by~products and thereby reduce further the cost of production. -

President.-That is to say, your hopes are mainly founded on the belief 
that you could bring down your cost? 

. Mr. Lalkaka.-I believe so. 
Prelident.-I will pass on to another point. You may have looked at 

our Steel Report and the general line we took. We tried to determine what. 
wa.s the fair price to the Indian manufacturer. We tried to ascertain what 
was the probable price at which imported steel would enter India, and we 
took the difference between these two prices as the measur<'! of the Protection 
required. How are we to determine what is the price at which magnesium 
chloride will be imported? You will admit it is going Ito be rather difficult. 
I have got here the average c.i.f. prices supplied to us by the Sizi"ng Materials 
Company. In April 1923 the price was £4-5 per ton, in June it -dropped tOo 
£2-17-6, in October it rose again to £3-2-6, it remained between £3 and £4 
until April 1924, after that it was between £4 and £5 until it went up to 
£6 in October. 

llr. Lalkaka.-The quotation I have got only to-day is £5-10. 
President.-If the price is liable to fluctuation between the limits of £3 

and £6 a ton, it will be a somewhat troublesome business to fix any s,cheme 
of duties. " 

Mr. Lalkaka.-To my mind the stable price which would prevail would 
be somewhe1'8 about Rs. 3-8 per cwt. I have got rupee prices here. I got, 
them from the monthly, returns from the Bombay Customs showing the' 
quantity imported. 

President.-I have always found that the figures in the Trade Returns for 
values are not very reliable. However, we shall be very grateful if you 
would bring any figures you have already given up to date in a supplementary 
statement. 

},fr. Lalkaka.-Yes, I will.- Just looking down these c.i.f. prices, on the
whole they appear to be accurate although my idea is that the minimum 
price from Germany was £1-17, whereas they mention £2-12-6. 

President.-We wrote to three firms and we shall no' doubt get all the
information they can give us. But this is the only answer we have got so> 
far. I don't think that your figures from the Customs returns support such 
a low figure? 

},fr. "Lalkaka.-The lowest we had from the Customs was Rs. 2-13-5 for 
this March. I also got the figure of Rs. 2-13-0 for September' last year. 
That is fairly low. 

" President.-That would be R~. 34' a ton. 

* Not received. 
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Mr. Lalkako~-Y~. 
Pre&ident.--That is a good deal lower. than any figure the importing 

·1irms have given us. What is the price to-dayP 
Mr. Lalkaka.-:-£5-10-0. l\Iy letter says that. It is for 20th November 

.'C.i.f. Bombay. 

Pr~sident.-You have tol~ us that the price will eventually settIe down to 
~hat .It was befo~e ~he ~ar, t.e., Rs. 3-8 a cwt. It is quite possible that you 
~re right. Bu~ It IS dIflic~lt for the Board do~matically to make proposals 
aD a;'l assu!'lptlon of. that k.md,. and even supposmg you are right, it is quite. 
,possible stIll that w~de oSCIllatIOns may continue for a long time. There is 
-a difficulty thete because! if the p~ce went. up straightway to RII. 5 a 
em., you would not require ProtectIOn, but If the price went below Rs. 3 
:and settled there, the amount of Protection would not be enough to enable 
you to compete at all.· Therefore it is a complicated problem. To what do 
you attribute th,; rise in price during the last six months? 

Mr. Lalkaka.-Accordinp to my information this trade is in the hands of 
·certainrings, big chemical syndicates. The whole of the magnesium chloride 
England consumes is imported from Germany. Germany exports 12,000 tons 

-to America according to the report I have got. Probably all other countries 
are importing from Germany. Germany is also sending to India about 2,000 
~o 3,000 tons. It is a fairly big trade. Probably for all chemicals-and with 
-them, for the magnesium chloride, there is a syndicate which ·captureS the 
·bulk of the material, and according to the. fluctuations of the market they 

.. make the price higher or lower. 

Pre.ident.-I quite understand that. But wha,t is the reason why they 
lIave put their price up during the last six monthsi' 

Mr. Lalkaka.-It is not only magnesium chloride that has gone up bui 
the price of several articles in which Germany specialises has gone up. 

Prelident.-Do you attribute it to the stabilizing of the mark in Germany? 
Mr. Lalkaka.-The prices of food supplies have gone up and the reason 

"hy Germany has been maintaining its market is that the 1abour is working 
·very hard there. 

Pruident.-But that would be a reason for the cost going down. 
Mr. Lalkaka.-Prices would be much higher but for the fact that labour is 

"orking very hard. I was in HambUllg and Berlin recently. 
Pruident.-How long are these conditions likely to last? Do you think 

"that these high prices in Germany are likely to lasti' 

Mr. Lalkaka.-A friend of mine had a report from one of his English 
llgents that the syndicate is boosting up the prices just now and, as soon as 
the stocks are sold out, the prices are sure to come down. 

Prlllident.-Does the syndicate own the actual source of raw materials? 
Mr. Lalkaka.-No. It is only a commercial syndicate. 
Prelident.-It seems doubtful therefore whether prices will settle down 

at their present level, and you think they will go back to Rs. 3;-8? 
Mr. Lalkaka.-That is my belief. • 
President.-Could you just tell us why you think soP 

Mr. Lalkaka . ...;....Because. as I said, they have a natural advantage. It 
comes to them as a bye. product and therefore practically.their cost .of produc. 
~on is nothing. They have not got to manufacture and there is no expense 
on fuel or other things. There is only the costl pf packing and freight which 
IS very low. So they can always afford to sell at much cheaper rates. 

President.-But is there any special reason in your mind for fixing Rs. 3-8 
a cwt. as the limit beyond which the price will not falli' 

Mr. T..alkaka.-Under normal conditions prices will be maintained at thRt 
Jevel. . Th~t is what I am inclined to believe. The cost of packing. of course, 
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may vary. Of course it must. cost them something which they are able ~ 
judge beforehand. 

Mr. GinlDllla.-How much do you put for packing? 
Mr. Lalkaka.-Our packing costs over Re. 1 per cwt. and their packing is 

inferior. They are packing in ordinary black iron w:ums and sometimes the 
magnesia wholly leaks out from the drums. But the merchants sell them on 
the invoice weight. I consider that their packing would cost them about 
8 annaa a cwt.--or half of. our cost. 

Prt.ident.-What is their freight? 
Mr. Lalkaka.-The freight is 25,. a ton from Hamburg to Bombay. This 

comes to 11', a cwt. and at par value it comes to 14 annas to 15 -annas. This 
is sea freight. I do not know the exact land distance it comes from. 
Stassfurt is in Saxony and it should come 'Via Chemnitz and the distance 
may be put at about 400 miles. I cannot say what the land freight would 
be, but for argument's sake I think it may be as much as the sea freight 
from Hamburg to Bombay. 

Prerident.-But . not so much if it is transported by boat. A lot of 
heavy stuff is transported in that way in Germany. You made allowance for 
sea freight to Bombay and for land freight to get to Hamburg and for the' 
packing and for other expenses they have got to cover, and that is why you 
fixed it at Rs. 3-8? 

Mr. Lalkaka.-Yes. 
President.-I have examined your cost of production under the various 

sub-heads. First of all you give us the cost of bitterns. I have worked out 
the average for the last three years and that CQDles to 4 anoas a cwt. What 
exactly is covered by this item i' Is it the cost of collecting it? 

Mr. Lalkaka.-Yes. Practically that. 
President.-W~uld there be anything'in the nature of storage charges? 
Mr. Lalkaka.-We have huge reservoirs which can hold 500. tons at a 

time and there we allow it to settle. There might be some leakage on account 
of evaporation and we cannot get the exact quantity we store. 

President.-You have told us how much you have spent on these bitterns 
and I took into account what has actually been spent. Is that righti' 

Mr. Lalkaka.-Yes . 
• President.-In this particular item do you think 4 annaslis aU right? 

Mr. Lalkaka.-Between 4 ann as and 5 annas. 
President.-Is there likely to be any sa"ving therei' 

I Mr. Lalkaka.-It is more or less fixed. 
president.-If you were going to collect a larger quantity of bitterns, 

you would have to employ more men. ' 
Mr. Lalkaka.--:-We pay our labourers at so much per drum. . We may be 

able to make some economy. . 
Pre.ident.-U you art paying by piece-work I do not think you are going 

to get that saving. . 
Mr. Lalkaka.-We pay at so much per tin. We ire bound down by certain 

conditions prevailing in the salt works. It is the main industry which is 
done in certain months of the year. They would not allow our bittern 
wagons to go at those times, and we have to bring them at odd times, and 
we have to make the )Ilost advantageous arrangements possible at that time. 
We have w pay 1 anna per tin and we might bring it down to i anna. 

Prerident.-There might be a shortage of ,labour and then the wages might 
£0 up. What is your season for collecting bitterns? 

Mr. Lalkaka.-After October they begin to put the pans in order .. They 
eommence taking the first brine water some time about the beginning of 
November: They then allow it to settle down for about eight or t'ln weeks 

-and then let off the' mother liquor' somewhere about the middle of January. 

D 
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That is the first 'time we are allowed to draw the ' mother liquor.' , ,Then they 
take fresh brine and allow it to evaporate for about eight weeks more. We 
are allowed to collect the second crop in March, which means that the season 
is practically between January, and June each year,' because in the monsoon 
the Agurs are impassable and thereafter the old bitterns is mixed up with 
a lot of dirt and washed away. 

President.--supposing you had an output of 4,000 tons, would you then 
work the whole year round? . , 

Mr. I.,alkaka:-We would work the whole year round. 4,000 tons of 
magnesium chloride would require about 10 to 12 thousand tons of bitterna. 

President .-Supposing you are produdng 1,000 -tons, how long will you 
work? 

Mr. Lalkaka.-Only for four months. 
President.-The next item is factory charges. What is meant by that?' 
Mr. Lalkaka.-That means labour supply in the factory mainly. 
President.-'Vould it include stores, and things like oils, spare parts,. etc. i" 
Mr. Lalkaka.-This is comparatively a very small item. ' 
President.-But any expenditure on repairs and maintenance wonld comll' 

under this head? 
lIlr. J.A.lk(lka.-Yes. 
President.-The average of the three years comes to 7 annas per cwt. 
Mr. Lalkal·a.~Yes. 
Pr88ident.-In the year 1920 it was Re •. 39, fu. 1921 ib was Re. .64 and 

in 192~ it was Re. '34. In 1921, therefore, it was a little high. Do you 
~ think that factory charges will be less tha,n 7 annaa per cwt.? 

Mr. Lalkaka.-They have been less in some years. 
President.-They were less in 1917, 1920 and 1922. But may 7 annas be 

taken as the average labour charges you have incurred? 
Mr. Lalkaka.-Yes. 
Presidllnt.-Is this item of factory labour, as in the- case of ,labour for 

collecting bitterns, one which will go down with higher outputi' 
Mr. Lalkaka.--Quite possible. 
Prllsidllnt.-The next item is fuel. For two out of the three years it was 

comparatively low. Re. '62 in 1920 ahd Re. '48 in 1922, whereas in I~Zl, 
which was a year of low production, it went up to Re. '89. You show the
expenditure on fuel in 1921 at Rs. 15,103. Would that be the cost of the 
coal or wood you actually used during the year, or the cost of the wood YOIl 

purch~ed and brought to the works? 
Mr. Lalkaka.-What'I actually used. 
President.-That makes it difficult to understand why it has been so high,. 
Mr. Lalkal'a.-:-Because of the fluctuating rates for ftrewood. In one vear 

the price is high and in another it is low. • 
President.-Will you let us have the prices for 1920. 1921 and 1922, the, 

quantity of coal or wood purchased and the prices paid; and also the quantity 
of coal or fuel used, and the current prices for coai and wood P 

Mr. LalkaT.a.-Yea.* 
, President.-The average for the three years is about 10 anna,s a cm., liut 
in two out of three it was less than that. • 

Mr. Lalkaka.-Yes. 
Prl'sident.-There again I should like' to know to what extent you think 

that item can be reduced. 
lIlr. Lalkal·a.-We arb always trying to economise. There was, economy 

in fuel in' 1922, due to an improved flue we introd'uced. 
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I're,ide/lt.-lt would be useful if you' would think over it and let us know 
.-hat you think should be taken as a normal figure for expenditure under each 
head per cwt., preferably OD the basis that you are getting an output of not 
Jess than 3,000 tons ' . 

Mr. Lalkaka.-I wi11let.you have the information.-
Prf,ident.-The next· two items .. Transport and handling charges" go 

.closely together. I take it these mean railway charges on stores, coal, fuef 
and 80 on, and not the railw;ly charges on your finished product? 

Mr. Lalkaka.-It does. . 
Preside/lt.-If it includes freight to Ahmedabad and Bombay on magne

sium chloride, that mixes up things horribly. Your works cost should end 
when you put your stuff on the railway wagons. If you mix up your works 
costs without distinguishing them from the freight on what is going out, it 
leads to great difficulty. Have you included that? 

Mr. Lalkaka.-Yes. 
Preaident.-Up to what point? 
Mr. Lalkaka.-In the case of up-country mills, i.e., those situated outside 

~f Bombay and Ahmeda~ad, whoever sends for the goods pays the railway 
freight. In the case.of Ahmedabad and Bombay usually we pay it. 

Presidlmt.-For the las't three years you will have to separate any railway 
charges incurred on sending the magnesium chloride to Ahmedabad. and 
Bombay and similarly if there are any transport and handling charges. If 
you have included handling charges at Ahmedabad nd Bombay, they should 
be separated. If, on the average' of the three years, these items together
railway charges and transport and handling--come to only 9 annas a cwt. 
and if that includes both transport and handling charges, I feel. . . . 

M". Lalkaka.-On second thought I am inclined to believe that it would 
not include charges on fuel because that .would go to • fuel charges.' Then 
again, Bombay has during these three years taken absolutely nothing, so 
practically all the charges were incurred on sending the s£Uff to Ahmedabad 
<which is a very small distance. 

President.-No expenditure that is incurred on finished magnesium chloride 
.after it has left the works is part of the works costs. ,It is very important 
that we should know what these charges are, but 'they are not· parts of the 
'works costs. 

Mr. Lalkaka.-I understand.t 
President.-After that comes some miscellaneous charges-imndries, rents 

;and taxes, etc. Even taken all together, they are not very important. The 
whole four come to about 3 annas a cwt. on the average of four years. The::t 
there is an item which is called .. Establishments, allowances, etc." The 
lIuctuations are most extraordinary .. They are Re. ·49 in 1918, Re. '16 in 
191!l, Re. '18 in 1920, Re. '71 in 1921 and Re. '24 in 1922. The only point 
.about that is that one does not quite understand why it should fluctuate 
in such a violent way. What do these mean? 

M". Lalkaka.-Practically it means the office in Bombay, the office in 
.Ahmedabad and the Manager who used to be maintained at Kharaghoda. 

Preaident.-These are rather of the nature of what we usually call • over-
'head charges.' 

Mr. Lalkaka.-Yes. 
President.-Is there any partic~ar explanation,for the fluctuation? 
Mr. Lalkaka.-In that particular year there might have been one or two 

-extra men employed, and further the production of t?at particular year~ 
"iz., 1921, was the lowest on record which added conSiderably to the COS!; 

under this item. 

• Statement VI, Schedule B. 
t See Statement VI. 

»2 



94 

P?'esident.-Then there is this item of " Drums and pacJpng." What do 
you make the drums out of? 

lrI?'. Lalkaka.-Galvanised sheets. We buy sheets and make the drums on 
the spot either on contract or departmentally. 

P?'esident.":"'How much does one of these dru'ms contain? 
Mr. Lalkaka.-About 7 cwts. 
P?'esident.-How much does each drum cost? 
M?'.Lalkalca:-Somewhere between Rs. 7-4.and Rs. 7-8. 
P?'esident.-And you say that your magnesium chloride is better packed 

than the imported stuff? 
Jir. Lalkaka.-I should say so, and anybody would agree to it. 
President.-Itake it that you have no hope of being able to reduce this 

particular item? 
lIlr. Lalkaka.-That depends on the cost of the sheets. If the price of 

sheets hecomes cheaper it is quite possible we may be able to reguce the eost 
of drums by about 4 annas a cwt. 

President.-What do the sheets cost? 
Mr. Lalkaka.-Recently I covered steel sheets in London .. They cost me 

somewhere about Rs. 17 a cwt. in Bombay. Taking 4 sheets to a cwt. even 
roughl;v the cost of the sheets would come to-one drum weighs 3bout 24 lbs.
ahout R3. 4-8. 

P?'esident.-I think that would be sufficient for our purpOS6S. Supposing 
it is about Re. 1 per cwt. how many annas and pies is the cost of the sheet, 
and how many annas and pies is the cost of making the drum? 

Mr. Lalkaka.-I will let you have the information.· 
President.-Take this question of freight to Bombay or Ahmedabad. What 

is the freight from the works first to Ahmedabad and then to Bombay? 
Mr. Lalkaka.-The .Railway Company have given us special freight rates 

from Kharaghoda to Bombay;' it used to be about 12 annas per cwt. and they 
have still further reduced .it which now works out 2 annas cheaper. 

P?'esident.-That would be about 10 annas a cwt. What would be the 
freight to Ahmedabad? 

M?'. Lalkaka.-It is a relatively bigger freight rate, about 5 annas a cwt., 
looking to the distance from Kharaghooa to Bombay 'which Is 375 miles 
and that from Kharaghoda to Ahmedabad whicp. is 63 miles only. 

President.-What would be the railway freight on imported magnesium 
chloride frpm B<!mbay to Ahmedabad? 

Mr. Lalkaka.-8omewhere near Re. 1. 
. President.-Usually when you send your magnesium chloride to Bombay 

do you· send it direct to the mill or to your or your agent's godown? 
Mr. Lalkaka.-In a maiority of cases it goes to the agent's godown and 

from there again to the mill. 
P?'esident.-What does it cost you to unl<>ad it at the railway station and 

take it to the god own ? 
Mr. Lalkaka.-It :8.uctuates. The statement at page 41 of the printed 

evidence will give you a fair idea. This statement was prepared by our 
selling agents of the sales from December 1923 up to March 1924. They 
sold 282 cwts. and the railway freight and other handling charges up to 
godown and for mills delivery came to about Rs. 368. This is most extra
ordinary, but then this was double handling. taking from the station to the 
godown and from the godown to the mill. It works out at Re. 1-4 per cwt. 

• from which about! 12 ann as represeuts the freight as then prevailing and 
ahout 8 annas per cwt. extra for double handling from railway to godown. 
and thence to mills. 
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Pre8iden'.-What do you estimate as being what it cost you Pel' ewt. 
lirst of all to get it from the railway station to godown, and then from godown 
to the mill? 

Mr. Lalkaka.-When a wagon load goes the whole thing has to be removed. 
We send it down in wagon loads to the godown but when supplying to the 
mill it is not always wagon loads, so the cost of handling becomes dearer on a 
smaller quantity. . 

Pre8ident.-Tell us what it costs you when a whole wagon load goes down. 
Mr. Lalkaka.-I ean supply'You these figures later.-
Prerident.-It is' very important because Re. 1-8 a cwt. requires a good 

deal of justification., I must say that Rs. 15 a ton is rather a high freight 
rate. What is your distance from Bombay? ' 

Mr. Lalkaka.-"About 375 miles. 
President.-The nerl item you have given is "Selling expenses, commis

sion, etc." The average for the last three years is about 11i annas a ewt' 
which is about 14 per cent. on the works costs, plus freight and handling 
charges to Bombay. It strikes me as very high. Why is it so high as that? 

Mr. Lalkaka.-It'is not the cost of Bombay sales' alone, there ~ay be other 
items. 

Prerident.-It may be, Bombay or Ahmedaliad, I don't care where it is. 
It is a very high charge. Why is it? Do you sell to your selling agents, or 
do they charge commissions on sales? 

Mr. Lalkaka.-In Bombay the arrangement is that the selling agents I get 
a nett commission on the sale price. If you take it at the cost price this 
will naturally work out higher. 

Prerident.-That implies that you have been selling at a profit. Who are 
the agents? 

Mr. Lalkaka.-Messrs. H. ;1\1. Mehta and Company ~f 123, Esplanade Road, 
Fort, ,Bombay. • 

Prerident.-It seems to me that 10 per cent. is a very high commission. 
Mr. Lalkaka.-From last year we have reduced it to 5 pep cent. But 

there is a certain advantage. 
·President.-What is the advantage? 
Mr. Lalkaka.-They make payments to us at the end of the month no 

matter when they realise the amount. 
Pruident.-No doubt that would to a certain extent save you from interest 

charges. 
Mr. Lalkaka.-Moreover they are millow'ners themselves. That is another 

,advantage. 
President.-Your block account is Rs. 1,43,000 only. Can you get your 

full production on that P , 
Mr. Lalkaka.-Yes. 
Pre8ident.-It is a very low capital account. You have 1Jaken for your 

depreciation Rs. 11,000 a year. Taking it very roughly the rate we have 
applied is 61 per cent. 

Mr. Lalkaka.--on a motor wagon we allow as much as 25 per 'cent. and 
on certain other .things we charge 12i per cent. or less. 

President.-Will you send us a statement showing the depreciation on 
various things P 

Mr. Lalkaka.-Yes.t 
President.-You have told us that about RS'. 4-8 a ton is the price. you 

should get for a cwt. How did you arrive at, that figure? 
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Mr. LaZkaka.-1 calculated roughly Re. 1-2 for the manufacturing costs 
at" Kharaghoda including the cost of collection; 'Overhead', including 
interest charges: establishment and supervis~on, comes to 1~ annlld a cwt. and 
I have calculated Re. 1-4 for railway freight and handlmg charges. 

Pruident.-It seems to me that your Head office charges and agency 
<:harges -are relatively a bit too high. .As regards Re. 1-4 for railway freight, , 
etc., that is reasonable. 

Mr. LaZkaka.-1 allowed 8 annas as my reasonable margin of profit. 

President.-I think if you got 2 annas it would be reasonably fair, and 
you would get 8 per cent. on the block account. I calculated on an output of 
4,000 tons." " 

Mr. LaZkaka.-But I calculated only on an output of 1,000 tons. 

President.-That "is all right then. It would come to 8 annas. You have 
told us that Rs. 4-8 is a fair selling price, and if you took the 1,000 tons 
output in arriving at that figure, you had better explain to us. In arriving 
at the figure of 8 annas for manufacturing profits you have gone on the basis 
that you are going to produce 1,000 tons. So your cost was perhaps cal-
culated on the basis of 1,000 tons outputi' , 

Mr. Lalkaka.-Yes. 
President.-In that case how would your Works Costs go down on the 

4,000 tons output i' 
Mr. Lalkaka.-That will be hypothetical. 
Preaident.-But it might affect our whole view of the c~se. 
Mr. Lalkaka.-Supposing 4,000 tons were manufactured, the costs would 

not come down to one-fourth the original costs. 
President.-Clearly not, and that is the reason why we want you to tell 

us to what extent it may go down. I think it will be useful if you take 
item by item of the Works Costs and tell us what you expect would go down 
and why. For instance this Re. 1-2--your manufacturing costs-is very 
much below any figure you have ever been able to reach. Will you tell us 
how you got that figure on a 1,000 ton outputi' 

Mr. Lalkaka.--What is your figure? 
President.-I got Rs. 2'1 which is nearly a rupee above yours: That does 

not include royalty or income-tax, but it includes 'establishment.' 
Mr. Lalkaka.-In my case the establishment is taken separate, which 

comes under overhead charges. 
Prelident.-If establishment is taken away that would not be very far 

out. In your original representation you said something about unhealthy 
competition from Germany and selling below cost of production. What did 
you mean? 

Mr. LaZkaka.-The costs were very low on account of the depreciated 
exchange. 

President.-That was at the. time you were writing your original repre-
sentation. This factor has now disappeared. " 

Mr. Lalkaka.-Yes. 
President.-Supposing that the imported magnesium chloride is selling in 

Bombay at Rs. 5 a cwt., what price would you expect to get for your magne
sium chloride? 

Mr. Lalkaka.-On principle we prefer to keep our price lower, although 
(lur product is not inferior, in order to give no inducement to the consumer 
to import frem outside. 

President.-That is not the point. Supposing the price of imported 
magnesium chloride is Rs. 5, what would you charge for your produrtP 

Mr. Lalkaka.-:-I would keep it lower by about 8 annas. 
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Prerident.-Mr. Stones who came on behalf of the Millowners' Associatio. 
told us what the mills would do if you did not lower it. Is 'that the 
way in which you usually regulate the prices? 

Mr. Lalkaka.-More or less. 
Prerident.-At about 8 annas below the import price? 
Mr. Lalkaka.--Sometimes it is much lower than that because our customers

would not buy it and distinctly say that, if there is not much difi'erence in the· 
price, they are not going to bny from us. 

President.-There is nothing ont of the way in it. The Millowners' Asso
ciation told U8 that there was no objection to Protection being given provided 
there was Bome guarantee that the magnesium chloride produced in India 
was equal in colour and refinement to the imported stuff. 

Mr. Lalkaka.-I admit there is a difference in colour. But as rllgards. 
quality I do not admit there is any difference. I .have never had a single· 
complaint from any millowner of that sort. That in itself is proof of the· 
quality being quite as good and serviceable. 

-i'rerident.-As regards colour I think you have told us in the' writteru 
representation that this grey colonr always appears in crystallization, and. 
hitherto you have not succeeded in removing it. 

Mr. Lalkaka . ....:..We were very near getting at the problem when we had' 
to shut down the works. . 

PrBBident.-You hop~ to be able to get rid of the colour defect, but you. 
have not succeeded in that so far? 

Mr. Lalkaka.-We have not got a chance. 
P,·esident.-Mr. Stones said that he went into the matter d\leply, and' 

was of opinion that the colo.ur made no practical difference and had no effect· 
on the cloth. For that reason he was personally satisfied that it was as good 
as the imported product, although there were some members of the Asso
ciation who held a different view. He said that about 2/5ths of them held 
distinctly that the Indian product was not so good. What. would you put 
the annual consumption at Ahmedabad at? 

Mr. Lalkaka.-According to the latest report I find that there are 145,(l()(}' 
looms in the whole of India. When I worked 'out the figures there were 
135,000 looms, of which 64,000 were in Bombay, about. 25,000 were in Ahmeda
bad and the rest in other parts of India. Ahmedabad consumes a large
proportion. We calculated at the rate of 5 tons per annum for every 100' 
looms. Bombay consumes about half that amount, i:e., at the rate of aboutc 
21 tons per 100 looms per annum. 

President.-Mr. StolJ#lS said that Bombay consumed four times' as much. 
per 100m as Ahmedabad .. 

Mr. Lalkaka.-My experience is different. I calculated the consumption
of Ahmedabad at about 1,250 tons. 

President.-Before you can sell in Bombay at all you ought to be able t-~. 
capture the market in Ahmedabad, because you have an advanta/!e of Re. 1-8 
there, when compared to Bombay. Are millowners in Ahmedabad purchasing
the imported magnesium chloride? 

Mr. Lalkaka.-I have been out of India for 61 months and just n9w I 
am not in a position to say. But usually many miIlowners are interested' 
in the purchase of stores. They have got their relations at Home and prefer 
to send orders out. I am not making allegations, but that is one' of the· 
factors. . 

President.-But if that is one of your difficulties, I do not see why the' 
tax-payer should be made to pay for it. 

Mr. Lalkaka.-Perhaps half the quantity is sold in Ahmedabad and the 
rest in the Whole of India. As a matter of fact we get a lower price in 
Bombay than Ahmedabad because Bombay is,the fidt port of entry. 

President.-You ought to get Re. 1-8 more in Ahmedabad. 
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Mr. LaZkaka.-There is a difference of about 8 to 12 annas per cwt. 
between Ahmedabad and Bombay prices. 

President.-I am thinking of what you actually received at the Works. 
You received Jess in Bombay, but there is not only the railway freight 
between Bombay and Ahmedabad, but also the difference between the freights 
you pay to Bombay and Ahmedabad respectively. There is just one other 
thing. I was comparing the figures given by th~ Sizing Materials Company 
and, according to the figures they have given, there is considerable difference 
between the c.i.f. price and the market priC'e, which the existing duty would 
not fully explain. Can you give us any sort of idea of the charges which 
the merchants who import have got to incur? 

Mr. LaZkaka.-Usually what happens in a.majority of cases in Bombay is 
that the merchants do not stock the goods because it requires a big godown 
and -it is also liable to leakage. They take indents from the mills and get 
the goods direct to the mills who put them in their own godown. The 
Sizing Materials 'Company, of course, are the biggest stockists in Bombay 
and naturally. they realize better prices than anybody else.-
, President.-H you are correct in saying that the dr~ms are broken and 
the goods are damaged, they would be likely to realize a lower price? 

Mr. Lalkaka.-But they sell at the invoice rate and the mills are the 
sufferers. . 

Pre3ident.-What I was trying to get at is this. In August 1924 the 
difference was Rs. 38 betwee~ the market price and.the c.i.f. price. Do you 
think that the merchant is, so to speak, a sort of commission agent for the 
mills? 

Mr. Lalkaka.-There are big stockists who, of course, order on their 
own account and sell on their Qwn account, though in a majority of cases 
the indentors do so on' commission basis only. 

President.-Does the actual price paid in Bombay vary enormously 
according to the local supplies in Bombay quite independently of the c.i./.· 
price? 

Mr. Lalkaka.-By 'local supplies' you should not include the 
Kharaghoda stuff. It is only foreign stuff. 

President.-Quite right. , 
Mr. Ginwala.-At page 48 you have given your cost of production. That 

is actually taken from your bQoks of 8ccounts, is it not? And it is intended 
to show the financial position M the Company P 

Mr. Lalkaka ........ Yes. 
Mr. Ginwala.-From your figures you do not seem to have done so badly. 

This depreciation that you show here you have actually written off, have you 
not? 

Mr. LaZkaka.--":Yes. 
Mr. Ginwala.-According to that, it comes to Rs. 1,18,845. That is the 

total. 
lofr. Lalkaka.-Yes. 
Mr. Ginwala.-So that your block now remains at Rs. 23,0001' 
Mr. Lalkaka.-Yes. 
Mr. Ginwala.-I do not understand the meaning of your M1swer to 

Question 65. 
Mr. Lalkaka.-The explanation for this is that, according to our agree

ment with the Government, we have to share profits. Government them
selves have in the agreement agreed to the depreciation being calculated on 

- c.i.f. prices given are in pounds sterlin/!:, whereas the market prices are 
quoted in rupees, and a certain variation due to different circumstances of 
imports and sales as well as on ac,:ount of exchange fluctuations must ba 
allowed. 
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the t<ltal block account without any deduction, for ~urposes of division of 
profits. • 
• Mr. Ginwala.-But curiously enough Rs. 23,000 and Rs. 1,18,000 that I 
have given makes exactly Rs. 1,41,000. Your block value is Rs. 1,41,000, out 
of which you have written off Rs. 1,18,000: the difference between the two 
is Rs. 23,000. That is the value of your block account, whereas you say "the 
total depreciation accumulated amounts to Rs. 23,000. 

Mr. Lalkaka.-This Rs. 23,000 represents the depreciation accumulated 
after the year 1922, i.Il., since the coming into force of the new Government 
Agent. 

Mr. Ginwala.-Your block vallie now remajns at Rs. 23,000P 

Mr. Lalkaka.-This requires some explaining. Since 1922 the total depre
ciation comes to Rs. 23,000 only, whereas the previously accumulated figure of 
Rs. 1,18,000 applies to the period of the old Agent when only a·fixed royalty 
of Re. '1-8 a cwt. was payable to Government. 

J1fr. Ginwala.-You say the Government of Bombay share in the profits. 
Mr. Lalkaka.-Formerly we Used to pay a fixed royalty, now it is payable 

on a sliding scale according to the fluctuations af the market. 

Mr. GinwaZa.-You have paid in" 6 years income-tax amounting to 
RB. 68,429 on an 'amount of profit of about Rs. 3,83,529. Will you give me 
the figures on which income-tax was paid? 

Mr. Lalkaka.-Yes (shows him the figures). 
Mr. Ginwala.-I want figures on which you actually paid income-tax. 
Mr. Lalkaka.-This was the actual profit that we made (shows the figure). 
Mr. Gimvala.-I want the nett total profits made by your company. 
Mr. Lalkaka.-This is the actual nett profit that has accrued to us. 
Mr. Ginwala.-Is this the amount on which 'you paid income-tax? ,You 

have written off depreciation in proportion to the profits you have made? 
Mr. Lalkaka.-The income-tax people allow depreciation according to the 

fixed rates they havEl got. 
Mr. Ginwala.-Then your profit should be smaller than it ought to be if 

you charged" depreciation under income-tax rates. 
President.-I think it is essential, when the Board are considering the 

question of Protection, that they should know what profits you have been 
making. " 

Mr. Ginwala.-Will you send me the nett profits according to you and you 
can show how you have arrived" at your nett profits, how much you have taken 
for depreciation, etc. Then you will show the actual income-tax that you 
have paid. What I want to know is the actual amount of depreciation which 
is allowed you by the income-tax authorities, not what you have debited 
yourselves with. Then I want to see what is the amount of profit on which 
you paid income-tax. I want the figures from 1916. 

Mr. Lalkaka.-I will send you the information. * 
Mr. Ginwala;-The Government of Bombay have made out of this business 

a profit of about Rs. 2,49,000. Have you applied to the Government of 
Bombay to help you in any way? 

Mr. Lalkaka.-We have ~ot. On what ground? 
Mr. Ginwala.-On the ground that they have made so much profit. 

Mr. Lalkaka.-It never occurred to us, but it is not likely that they 
would entertain the proposition. . 

Mr. Ginwala.-Very likely not. But if you were not paying royalty in 
that way you would not be 'badly off. What happens to the bitterns? 

Mr. Lalkaka.-They would go to ,waste. 
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Mr. Ginwala.-So you see the Government of Bombay have got Rs. 2,49,000 
out of their- waste products. ' • 

Mr. Lalkuka.-For the future the arrangement is that only when we earn • 
they will share profits. -

Mr. Ginwala.-Out of this new arrangement how much do the Govern
ment of India geti' 

Mr. Lulkaka.-Exactly h"lf. 

Mr. Ginwala.-But the Goverr.ment of India has not- applied, as a 
partner, for Protection I The point is this, why should the Government of 
India protect the Government of Bombay i' 

Mr. Lalkaka.-It is not helping the Government of Bombay. All the 
profits have gone to the Central Government. Our agreement is with the 
Secretary of State and the profits go to the Government of Indja. 

Mr. Ginwala.-Are you qutte surei' 
Mr. Lalkaka.-I am speaking on the authority of the Director of Indus

tries, Bombay, as well as on that of the local officers. I know it for a fact. 

Mr. Ginwala.-What I wanted to know was, whether the Government of 
India work the salt departmentally. 

Mr. Lalkaka.-Yes. , 
Mr. Ginwala.-In that case the Government of India itself is applying 

lor Protection, if they are partners with you and take half the profits. You 
can ask your senior partners to help you directly. Have you closed your 
'Yorksi' ' 

Mr. Lalkaka.-We have just re-commenc~d working. We have exhausted 
our old stocks and have begun manufacturing afresh. 

President.-Could you just tell us what the stoek was when you closed 
manufacture and hGW much of it have you sold after then i' 

Mr. Lalkaka.-At· the beginning of this year we had somewhere about 
2,000 drums. That would be 6 to 7 hundred tons. 

President.-Is that what you sold within the last six or seven monthsi' 
Mr. Lalkaka.-8ince January practically. 
Mr. Ginwala.-Is this the agreement according to which you pay your 

royalty on profits, or do you pay a fixed royalty i' 
Mr. Lalkaka.-This is the latest agreement. 
Mr. Ginwala.-.Are the profits calculated on the same basis as you pave 

• .calculated here--on page 48? 

Mr. Lalkaka.-The arrangement is contained in clause 3 (a) of the agree
ment at page 29 of the printed evidence. It runs as follows: "The said 
royalty will be payable after allowing to the firm as its own exclusive pro
perty ten per cent. of the actual total expenditure incurred without counting 
the interest or the income-tax, charges for the period. .t\f~:;i· deducting this 
item from' the total gross profits of the year, thp .. urplus, if \Iony, shall be 
divided into two equal parts and given to the Government as royalty and 
to the firm as their own respective shares." 

Mr. Ginwala.-It says 10 per cent. of the gross expenditure? What do 
,"ou mean by this P 

Mr. Lalkaka.-Interest and income-tax are out-of-pocket expenditure to 
oIS, and in lieu of that we get 10 per cent. on the gross expenditure. 

Mr. Ginwala.-I think it means first of all you should deduct from the 
.batal gross ·profits your 10 per cent. on the total gross expenditure. The 
y.est is divided equally between you and the Government. 

Mr. Lalkaka.-Yes. 
Mr. Ginwaia.-It really means that you get a return of 10 per cent. 
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11[1'. Lalkaka.-We may nave spent 7 per cent. on interest and we may 
have paid income.tax. So far as the partners ultimately are conoerned, it. 
,does not come to that. 

Mr. Kale.-You say that you work only for four months in the year_ 
I want to know what happens to your labour in the remaining parts of the 
year? 

1111'. Lalkaka.-When there is no work there is no labour. 
Mr. Kale.-I mean the factory labour, skilled labour? 
Mr. Lalkaka.-Factory labour has got to be dismantled. Of course a 

certain number has to be kept up and the rest dismantled. 
lIr. Kale.-That i~ a disadvantage.? . I. 
Mr. Lalkaka.-It IS. B)lt we cannot afford to have all the labour when. 

there is no work. 
Mr. Kale..-If you had your factory going all the year round then it wilD 

be all right? 
Mr. Lalkaka.-Yes. 
Mr. Kale.-T·he price you quote for Bombay includes freight and handling: 

charges? . . 
Mr. Lalkaka.-We give them from mill qelivery. 
Mr. Kale.-Y!lu do this to keep your customers. In the case of Qther 

manufactures it is not the practice. Simply because you have to compete
with the foreign article you have got to make this concession? 

Mr. Lalkaka.-Yes. 
President.-Let us return to· the fundamental point again. You think 

that the import price will be .about Rs. 3-B, don't you? 
Mr. Lalkalca.-Yes, between Ra. 3 and Rs. 3-8. 

President.-You think that Rs. 4-8 will be what it would cost you. You: 
must add B annas to that, if you get B annas less than the import price iIII 
Bombay. 

Mr. Lalkaka.-This cannot be true always. There will be fluctuations. 
according to circumstances prevailing at each time. In a general way we
think that our prices are kept lower by B. annas. Sometimes we may get; 
Re. 1 lower. 

President.-In that case supposing you took the import price at Rs. 3-4, 
in order that you may get Rf. 4-B you must raise the import price to Rs. 5-4. 
and this means Rs. 2 duty. That is a pretty heavy duty. . 

Mr. Lalkaka.-*Under the circumstances people wotild perhaps think 
that Re. 1-8 is sufficiently high and we may not have to raise the' price by 
B annas in order to serve as a sop .. 

President.-But would you get it? If the prejudice is so strong in a 
place like Bombay where the great majority of millowners are Indians, you 
will have to presume that it will take some' time to overtake it. You -are 
about Re. 1 worse than the import price. How do you expect to bring your 
cost of production down so that you can sell at Rs. 3-8 without loss. That is 
the fundamental question. I should like you to bear that in mind when you 
give us the figures we have asked for about the cost of production, how in 
the long run you are to get your cost down to the point when you can be 
aure even of selling down to Rs. 3-4 and still not lose. 

. Mr. Lalkaka.-It cuts both ways. In Ahmedabad we realize a higher 
price than in Bombay: 

• There is some confusion. If the import price be ·Rs. 3-4 the price 
dId up to mill premises with the indentor'B profit or .commission, etc., 
would bring it to Rs. 3-12, say, in which case the duty WIll not have to be 
Rs. 2 more, but only Re. 1-8 to bring it up to. 'the level of the Kharaghoda. 
prices as calculated above. . 



President.-By all means take that into aClJOunt. If in order to sell your 
full output you have to sell about two-thirds in Bombay and one-third in 
Ahmedabad, then in that case you have to take a sort of weighted average, 
but it is very important that you should explain yourself fully on the subject 
because you have a difficulty to meet. It is not clear at present that even
tually you can do without Protection, therefore you ought to satisfy us. 

Mr. Ginwala.-These are the figures that you have given from 1916 to 
1921. In 1921 there was a loss of Rs. 9,600. '. 

Mr. Lalkalca.-yes. 
Mr. Ginwala.-The total nett profit according to the figures you have 

given is Rs. 3,83,529. In order to arrive at the" real profit from the income
tax point of, view we shall have to add ·to that the total amount of depre
ciation, which comes to Rs. 1,18,000 according to your statement, and from 
the total of £he two we shall have to deduct the actual depreciation to which 
you would be entitled under the Income-tax Act. That will give ·us the 
actual pro'fits that you made. 

Mr. Lalkaka . .....,Yes, that is it. 
Mr. Ginwala.-Perhaps you would send us from the inco~e-tax returns 

the amount the income-tax people have charged income-tax on. 
Mr. Lalkaka.-Yes.* 
Mr. Kale.-Were you able to make the profit, to which reference has been 

made on account of the high price which ruled at that period? 
Mr. Lalkaka.-Yes. 
Mr. Kale.-Is that the only explanation that you can give? 
Mr. Lalkaka.-We have also sold about 50 per cent. cheaper than the 

imported stuff. 
Mr. Kale.-But that was because the imported price had gone up very 

high P The condition of the industry should not be judged by the profits you 
made during those yearsP 

Mr. Lalkaka.-Quite so. 
lIfr. Kale.-I gather that you were able to start. manufacture of magnesium 

chloride comparatively very soon after the war began? .' 
Mr. Lalkaka.-Almost immediately after the war started. 
Mr. Kale.-Therefore, if an emergenq arose, the same thing; might 

happen agai~? 
Mr. Lalkaka.-Yes. 
lIfr. Kale.-And capitalists would put in money into the business because 

they have found that in those, years the profits e~rned amounted to four 
times the capital P 

Mr~ Lalkaka.-Yes. ' . 
Mr. Kale.-Why should the tax-payer or anybody else who is ,not per

Bonally interested contribute to keep this industry going? 
Mr. Lalkaka.-But should we be justified in keeping the concern ~unning 

at a continual loss P 
President.-Protectioo means that the loss is still there but you transfer 

it to some one else ..... 
Mr. Lalkaka.-That would apply to the Steel industry also. 
President.-Far lrom it. 
lIfr. Lalkaka.-Have they not made profits? 
Prpswent.-That is not the point. In the case of emergency, as in the 

case of war, we can again improvise magnesium Works as was done on a 
previous occasion. You cannot improvise steel Works .. 

I 
Not sent. but ths amount has been calculated from the figoJ,l"es already 

shown. 



Mr. Ginwala.-In addition to the profits made you have written down 
your block value to Rs. 23,000. You would not be entitled to write off as 
much as Re. 1,18,000 depreciation. Probably it won't exceed Rs. 60,000.. If 
you deduct Rs. 60,000 . • . • • ' 

Preaident.~You have got to consider that point. The shareholders have 
got their capital back again, and if there is any war we can again improvise 
magnesium chloride WOl'ks 88 was done. . 

·Mr. Lalkaka.-If there is no competition from indigenous products, what 
prevent.! the exporter from raising his price to the detriment of the local 
consumer P " 

President.-Does not Germany know that once they put the price up you 
or anybody else would start to manufacture magne~ium chloride hereP 

Mr. Lalkak!l.-Yes. , " 
President.-Then is it possible for them to raise the price P.. I would like 

you to think it over, it is a real point. 

Witness No.2. 

BOMBAY CHAMBER OF COMMERCE. 

WRITTEN. 

Written statement, dated the 11th September 192.6. 

I am directed to refer to your letter No. 419, dated the 28th May 1924-
forwarding a copy of the application for protection from the magnesium chloridE! 
industry which has been referred to the Board for enquiry and to the subsequent 
press communique attlilched to the official reprint of the evidence tendered by 
the Pioneer Magnesia Works in support of their application. 

2. My Committee understand that the applicants consider that a protective 
duty of 200 per cent. ad valorem will be necessary .if they are to compete success· 
fully with the German product and my Committee desire to register an emphatic 
protest against the precedent which is sought to be esj;ablished thereby as they 
can only regard the creation of an industry upon such terms as fundamentally 
unsound even if, as is certainly not the. case in the present instance, the condi. 
tions laid down by the Fiscal Commission are satisfied in other respects. 
Moreover, after careful consideration' of the -position disclosed in the evidence 
tendered before the Board and as the result of enquiries which they have made 
from local consumers, my Committee have reason to believe that the main 
difficulty with which the industl-y is confronted is the more uniform and superior 
quality of the imported article and that the Indian product has actually' enjoyed 
a very considerable advantage in the way of price, at any rate so far as the 
Bombay. market is concerned. 

3. Nor are my Committee prepared altogether to accept the applicants'
contention' in regard to the incidence of the proposed protective duty on the 
mill industry as in normal times of competition the difference between- a profit 
and a loss in a large manufacturing concern very often turns upon the attention 
paid to a number of small iteInB, the ,(Jost of each of which may represent only 
an infinitesimal charge per unit of production. It is dangerous therefore to 
ignore the results of the taxation of such small items, particularly in the case 
of the mill industry whi.ch already suffers somewhat severely in that respect, and 
on these grounds alolle my Committee consider that the applicants have failed 
to substantiate their claim for protection though the Chamber's main objections 
~n the proposal are ones of principle and policy and are' sufficiently indicated 
In the previous paragraph.. • 

. 4. I am to say that my Conunittee do not desire to depute a repres~tativ. 
to appear before the ~"ard. 
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Witness No.3 

mE MILLOWNERS' ASSOCIATION, BOMBAY~ 

A.-WRITTEN. 

Statement I.-Written statement, dated the .15th September, 1924. 

I am directed to acknowledge the receipt of your letter No. 5-T., dated tlur 
29th July 1924, in which it is stated that the TarUf Board will be glil.d. ~ 
receive the views of my Association on the claim for protection put forward by 
the Magnesium Chloride Industry. . 

At the outset it should be stated that my Committee while in· favour of 
lostering the industries of the country, are for this very reason· opposed, 
generally speaking to the imposition of import duties on the raw materials used in 
indigenous industries. 

In the particular case of the Magnesium ChloriQ., Tndustry my Committee, 
after mature consideration, are inclined to support the plea made for protection, 
subject to the conditions outlined in the subsequent paragraphs of this letter. 
My Committee are aware that they are by their action agreeing to what iIJ 
virtually a tax on one of the raw materials used in tlie Cotton Textile Industry, 
but the increase in the cost per lb. of cloth would be so small that in this 
instance they are prepared to bear this extra burden faT a limited numbeT of 
yeaT8 in order that the Magnesium Chloride Industry of the country may place 
itself in a position to compete favourably with. its foreign competitora, and 
eventually 8upply the textile trade of Indio. with the whole of its requirements 
without e:z:tTaneOU8 aid of this kind. 

My Committee, however; feel that the Government of India are placing 
themselves in an anomalous position by investing the claims of any industry 
for protection before taking steps to remove tlie Cotton Excise Duty which ill 
an admittedly unjust tax upon the production of the greatest indigenous indusVy 
in India. Though as previously stated an import duty on magnesium chloride 
would in itself not raise the cost of cloth production to any great extent the 
cumulative effect of a number of similar protective duties will make the 
abolition of the cotton excise duty a matter of paramount importance. 

2. With reference to the specific questions contained in your letter I am 
to say that my Committee cannot agree with the claim of the Pioneer Ma!ZIlesia 
Works for the imposition of a 200 per cent. protective duty. Their calc~ation 
of the import duty necessary appeara to .have been based upon the temporary 
and phenominally low prices which prevailed during the earlier part of this 
year. Such prices are most unlikely in the future, if to-day's price can be 
taken as a criterion, and my Committee feel that the Pioneer Works themselves 
will be willing to admit that a duty of 50 per cent. would be quite sufficient to 
enable them to compete favourably in normal ,times. My CommitteI.' would', 
for reasons previously stated, be agreeable to the imposition of a custo~ duty of 
50 per cent. on the imported product for a periOd not exceeding five years, 
to be thereafter gradually reduced so that at the end of say 10 years the duty 
would not be higher than that of the general import tariff. At the, same time 
they feel, that if a protective duty is imposed purchases should be guaranteed 
a certain stsndard of quality in order to ensure that they would not be dis. 
advantaged owing to their being compelled to use the Indian product. 

The chief essentials in this respect, as far as the textile industry is concerned 
are that .. free iron" should be entirely absent, and that the colour. and' 
standard of refinement should be equal to that of the imported article. 

S. With reference to the proportioll of total works costs which the cost of 
magnesium chloride represents in cotton manufacture enquiries from several 
mills show that oyer a period of twelva months it. wOJ:ks o.JJ at about ·05-'08 
per cent. . 
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T!:e increase in cost per 1,000 lbs. of' cloth if a 200 per cent; duty waa 
imposed, basing calculations on the average . price of magnesium chloride for the 
past 12 monlha. would be between Rs. 1-4.0 and Rs. 1-12.0 in the case of 
Bombay City and Island Mills. In Ahmedabad mills the increase in cost would 
be considerably more owing to the higher percentage of size usually employed. 
The. increase in cost per 1,000 yards of cloth would lIuctuate according to the 
fineness of the cloth but on the rough basis of five yards of cloth per lb. would 
be between four and six annas. 

4. Opinions vary considerably as to whether the quality of the Indian 
product is eatisfactory, but it is generally agreed that it is not usually equal in 
oolour or in degree of refinement to the imported article. Free iron is not 
usually found. The majority of mill managers have. hitherto preferred' the 
imported German product but this is probably due to it-s superior colour for 
eizing purposes. Chemical analysis does not show the Indian product to be 
greatly inferior. 

S. Mr. F. Stones, O.B.E. of Messrs. E. D. Bassoon and Co., Ld., 'haa beeD. 
r.equested to give oral evidence on 'behalf of the AssoeiiWOD before your Bow 
during their inquiries in Bomb9. 
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TIlE MILLOWNERS' ASSOCIATION, BOMB4,Y. 

B.-oBAL. 

Oral evidence of Mr. F. STONES" O.B.E., recorded at Bombay, 
on Thursday, the 18th Sept~mber 1924. 

President.-I should like to say that we are very much indebted to the 
Millowners' Association for putting their views so definitely on record. It 
makes it much easier for us. Of course in the ordinary course it would have 
been usual to, get the oral evidence of the applicants for protection before 
asking for otber people's opinion, but in this case it was not possible to do so 
because the Manager of the Pioneer Magnesia Works is in Europe and, 
therefore, to avoid delay, we had to write to the Association at once, basing 
our questions on the written statement. I gather that the opinion of the 
Association is that this is a case in which the manufacturer of Magnesium 
Chloride might be protected, provided certain conditions are fulfilled .• 

Mr.' Stones.-That is our feeling. Magnesium Chloride comes to roughly 
about 1 in 300 of the total stores in the mill. As a matter of fact 40 per cent. 
duty would not make very much difference to us in the aggregate, but it 
should be remembered we are already taxed so-much on other stores in addi
tion to the excise duty on piece-goods that a few more straws on our back 
would be enough to break it. 

President.-You -mean that this is negligible in itself but, if there were 
gradual accumulation of similar duties, the total result would not be 
negligible? -

Mr. Stones.-That is right. We already havll the excise duty on the top 
of that. With the excise duty going, there will be ample room for all the 
industries asking for protection. Of course, in the case of Magnesium 
Chloride we agree tliat the Pioneer Works are terribly handicapped. 

Pre&ident.-on this point you just referred to the cumulative effect of 3 

number of similar protective duties, so far as the Association are aware, is it 
likely :that there will be similar applications for protection to the manufac

, ture of stores of the various kinds used in the cotton industry? 

Mr. Stones.-I should anticipate so .. I should say, for the manufacture of 
leather picking bands, the leather industry particularly might apply with 
equal reason as compared with Magnesium Company. 'The Persian roller 
skin in England, which is the ideal skin for spinning, is nothing more or less 
than the Madras skin. It is sent half cured to be changed into roller skin 
so that the raw products go from India. The same is the case with buffalo 
hides for pickers. 

Mr. Ginwala.-What is the duty on these articles? 
Mr. Stones.-They range from 21 to 15 per cent. These are cases in point 

and they form a very large bulk of the stores in a mill, much larger than 
Magnesium Chloride. 

President.-I take it that' some of the articles you have mentioned are 
imported as machinery, and are subject on~y to 21 per cent. duty. 

Mr. Stones.-one or two of them, but most of them are leather goods and 
come in under 15 per cent. duty. You will probably have an application for 
protection for glauber salt and epsom salts which are made in small quantities. 

President.-So far as you know, are there any firms in Indi~ tryin~ to 
manufacture these leather goods at present? 

Mr. Stones.-There are. 
President.-I do not want to go deeply into the question, but I wanted t() 

-l.Scertain ~hether'you had something definite 'in view •. 
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Mr. Stone&.-There is a definite feeling that one application for protec
tion would lead to others. 

Preaident.-I can quite understand that a series of duties on materials 
eventually might be a heavy burden. on the cotton manufacturer. 

Mr. Stones.-For example, if picking bands, leather gooQs, belting, etc., 
get protection, that would be a serious burden on the top of the excise duty. 

President.-That ia a very reasonable point of view. The chief conditions 
which the Association think ought to be satisfied before protection is given 
are--

(1) that it should only be continued for a limited number of year~; 
(2) that the industry should eventually be able to supply the whole 

needs of the textile trade; and . • 
(3) that you would like to have a guarantee as to the quality of the 

Magnesium Chloirde produced, so that it will be clear that the 
trade would not suffer by having to use the Indian article, 

Mr. Stones.-Yes. 
President.-As regards the ability of the Indian manufacturer to produce 

all the Magnesium Chloride the textile industry is likely to want, as far as I ' 
can judge, there does not seem to be any doubt about that. 

Mr. Stones.-Kharaghoda could supply a sufficient quantity . 
. President.-So that I do not propose to dwell on that point. As regards 

the limitation of the period the practical suggestion you have made is that the 
duty might reJIlain at its initial rate for about five years, and should gradual
ly decrease during the next five years, so that at the end of ten years it 
would come down to tire ordinary level of the import ,tariff. 

Mr. Stones.-That follows the Hne suggested ,by the Fiscal Commission. 
, President.-I take it that the exact period of years is given rather for 

illustrative purposes P , 
Mr. Stones.-That is right. 
President.-It might perhaps be as long as 15 years, but if it extended to 

20 years, would you regard that as being on the high side? 
Mr. Stones.-Yes, but the point we fear is this: you will have to regulate 

that almost to the influence of German competition. It is a waste product 
there and it may come in at next to nothing. That point has got a very 
important bearing on the question. I think until the time came when the I 

import duty was brought to its .present level, there would always 1).ave to be 
some provision to enable them to work on a certain basis. ' 

President.-That is the next 'point I wanted to come to. I gather from 
what you have just said that you agree with what tlie Pioner Works them
selves have told us, tbat in Germany Magnesium Chloride is a waste product 
that is produced in the process of extracting other and more valuable salts 
from the raw material? 

.Mr. Stones.-Yes. . 
President.-If it is so, it is extraordinarily difficult to say what the lllini-

, mum cost of production might b'e, because it might pay the manufacturer to 
sell at almost any price. If they have got to extract the Magnesium Chloride, 
in any case, It is only a, by-product, and anything that. gives, them ~ome 
addition to the price they would get for the valuable salts IS worth gettmg. 

Mr. Stones.-Anything that is a little above the dumping price is a profit, 
. but the whole point is that it may come down. , 

President.-In that case what prospect is ther~ that the Indian indust.ry 
will eventually be able to hold its own without any protection when the tariff 
goes? . ' 

Mr. Stones.-That is why I raised the point that there would always have 
, to be a provision in the matter of the period whereby" when the imported 
article assumed that'price the duty will have' to come on. If we get down to 
below Rs. 2 for Magnesiu~ Chloride that is brought well down below the cost 
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-of manufacture and does not even pay the railway freight from Kharaghoda 
[ should imagine; so, that would always have to be allowed for, as you have U; 
-compete with a material which is produced as a waste product. / 

Presidellt.-That seems to me rather to destroy the condition laid down 
by the Association. ' • 

Mr. Stones.-It does in Borne measure, but after a period of years we may 
:find uses for new articles. The point is we are subject -to a squeeze now; in 
Magnesium Chloride, and the manufacturer of magnesium in India would 
.equally help in other directions and we shall not get such violent fluctuations. 
If the supply is from one section of the community and that section is not 
.allied with the British Empire, we have got the danger of a squeeze up. With 
Kharaghoda we may lose on the swings but we may gain on the roundabouts. 

P.resident.-It is not so much that I wa'nt to discuss the merits of the pro. 
~osal.iust now. I am trying to ascertain exactly what the view of,. .. the Associa-
1;lon IS. 

Mr. Stones.-Theview of the Association is that, although we would like 
to see it brought down to normal within a period of 10, 15 or 20 years, in view 
.of the fact that the German product is simply a waste product, the supply of 
which is reputed to be almost inexhaustible, so far as the present generation 
.is concerned, there must be some bogey figure, for want of a better word, at 
which the duty should continue. 

President.-That is the view of the Association. How are the Board to 
.determine what the bogey figure is? 

Mr. Stones.-The bogey figure would be something which would return 6 
per cent. to the Kharaghoda works. 

President.-But that might be anything. 
Mr. Stones.-Within reason. 
President.-At present it would be something like Rs. 5-12 a cwt. 
Mr. Stones . .,.-It becomes prohibitive. 
President.-8upposing that we find that the actual price at which the 

Kharaghoda Works can sell in Bombay and earn 6 per cent. on their capital 
.is Rs. ~, is that a satisfactory price to the Association? 

Mr. Stones.-It is not by any means. 
President.-Then how are we to determine the fair price? 
Mr. Stones.-The point is this. Every figure, even a duty of Re. 1, is 

'Unreasonable to-day when we are paying ,excise duty in such huge volumes, 
ibut 5 or even Rs. 10 would not be prohibitive with the excise duty removed. 

President.-We must keep a little closer to what the Association has said 
an their letter. They say" provided that at the end of, saS, ten years t.he 
industry can carryon with no more assistance than the ordinary import tariff 
gives." You now qualify the statement by saying that it may be, necessary to 
lay it down that the industry might still require assistance during periods 
when the price of the imported article was abnormally low. What I am try
ing to get at is by what process is the Tariff Board to determine when the 
price of the imported article is normal and when it is abnormally low. It 
is a practical problem I am up against. 

Mr. Stones.-It is very difficult to ascertain. 
President.--{)f course it is possible that ten years from now things may 

nave settled down, and it may be possible to say that the average price for the 
10 years has been so and so, and that looks like a reasonable figure. But at 
present when the German prices have not settled down in the case of any 
single article to what you may call post-war normal level, I think it is extra
ordinarily difficult for ihe Tariff Board to expresli an opinion whether 
eventually the Kharaghoda Works would be able to produce Magnesium 
Chloride at a price not very much above what will then be the normal price 
.of the imported article. I 

Mr. Stones.-It could not be done. We can hardly predict what is going 
to happen ten years ahead. 
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Pre3ident.-How am I to apply the criterion suggested by the Association?"' 

Mr. Stone •. -In the same way all these things will come up for re-examina- I 

tion we presume. You cannot presume the same thing is going to continue' 
for a long period of years. 

P'roilent.--<::ertainty is unattainable in any industry, but I gather that. 
the view of the Association is that, unless the Board feel reasonably satisfied 
that at the end of ten years the industry would not require special assistaneer 
they would not be in favour of the industry being protected. My difficulty 
is how am I to arrive at a reasonable assurance? 

M r: Stones.-That is the ideal aim I think of all industries in India but; 
whether we can guarantee that we do not know. I think as far as I can say, 
without committing the Association over much, they would not 'be willing, 
to come up again for ten years with 50 per eent .. duty. 

President.-I quite understand that point of view, and I have no parti~, 
cular comments to make about it just now. It is much more the practicall 
aspect of the case I want to examine: 

Mr. Stones.-We cannot fix a price looking ahead, say, 10 or 15 years and. 
say they will be in a position to stand on their own legs without assistance' 
of any extra duty. 

President.-J,et me put it in a slightly different form. I worked out thO" 
figures on the data supplied by the Pioneer Magnesia Works, and at present.; 
taking into account all the charges which they say they have to incur before' 
the Magnesium reaches the cotton factory in "'Bombay, the price they would, 
have to get works out to something close on Rs. 6 a cwt. It is possible they' 
have put some of their figures too high, and, of course, when they corne before' 
us, we will have to ascertain which of these charges can be reduced as time' 
goes on. But, supposing the Board came to the opinion that they did nO'!;, 
see any particular prospect of the reasonable selling price falling below Rs. 5. 
a cwt., i.e., Re. 1 less than the present cost, would the Association regard 
that as a reasonable price or on the high' side? 

Mr. Stones.-It comes back again to the same point. If it is an indivi>
dual item I do not think the millowners would object, but if that is one 
multiplied by many they would object~ 

President.-What is sauce for the goose is, sauce for the gander. If the 
Board or the Government of India and the Legislature take a certain line
in the case of one industry, they must take the same line if the circumstances 
are the same in the case of another industry. 

Mr.-8tones.-We claim that they should state that the cotton industry is, 
of special importance. 

President.-I cannot accept any responsibility for that. 
, Mr. Stones.-We are handicapped by the excise. Were we on even market, 

with other industries, we would be prepared to take the same treatment wit'h, 
reference to stores as other industries. 

President.-If the excise duty is removed, you believe that the Association 
would not object? 

Mr. Stones.-'Certainly. It is a check against abnormally high prices. 
President.-I am going to take that point, but apart from the opinion ofi 

the Millowners' Association, we, as a Board, have to respect the conditions, 
laid down by the Fiscal Commission definitely. One of them was that even
tually the industry s~ould be able tOfdisp~nse with protection, and we, shalT' 
have to attach great Importance to the pomt whether the manufacturtlrlil can 
satisfy us that they can make a very.big reduc,tion in the.price they require 
at present. Their present figu~esare very hIgh, there IS no doubt about. 
it. 

Mr. StoneB.-The point i~ that, in view of the fact that the compiltition 
comes from waste prodQ.cts in other countries, I think that is one of the few' 
indu3tries where there is very little prospect of its standing on its own legs .. 
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President.-Then the question arises-could it be said that the industry 
in India possessed natural advantages? A difficulty would arise there. . 

Mr. Stones.-If there is a certain amount of natural advantage but it is 
very little. 

President.-As compared with other countries such as Germany? 
Mr. Stones.-Germany has super-excellent natural advantages. 
Mr. Ginwala.-Germany· cannot be said to possess any natural advan

tage: it is only an advantage arising out of industrial organisation. 
President.-I do not myself think that as regards natural advantage you 

can altogether exclude advantages arising from the whole state of society in a 
country. Fifty years hence when India has progressed industrially, there 
might be a demand from other concerns. It is conceivable that the Magne
sium Chloride industry might grow up as a by-product industry in the same 
manner as in Germany. I do not want to dogmatise, but I am putting these 
points to you to see what view you take. 

- Mr. Stone8.-Yes. 
President.-Now on this question of the price I am very glad that you will 

be able to give an opinion about that. You have said, I think, in the letter 
itself that, at present-day prices, 50 per cent. duty ought to suffice. What 
are approximately the present-day prices? Perhaps you will be able to tell 
us. You have got a graph there showing the prices ~or a long period. 

Mr. Stonts.-It shows a price ranging from Rs. 19 J;'ight down to Re. 1-12. 
President.-When did it begin? 
Mr. Stones.-From January 1920 onwards. 
President.-Whateverlfluctuations there may be, I presume they are not 

-likely to be so great as in the four years that followed the war? 
Mr. Stones.-They were absolutely phenomenal. 
President.-What was the highest point touched? 
Mr. Stones.-8ince 1920 the highest we have is Rs. 18 a cwt. and we go 

down as low as Re. 1-12. . 
President.-Then I see the curve fell pretty steadily. 
Mr. Stones.-Rather rapidly in February 1922 and then it went right 

down in August 1922. 
President.-What was the price in August 1922? 
Mr. Stones.-Rs. 4. 
President.-8ince then, what is th~ highest price it has touched? 
Mr. Stones.-Rs. 6. 
President.-And the lowest P 
Mr. Stones.-Re. 1-12. 
President.-Is Rs. 5-8 about the present priceP 
Mr. Stones.-It varies from Rs. 4-12 to Rs. 6. 
Mr. Ginwala.-On what date was it Rs. 6P 
Mr. Stones.-In November 1922. 
President.-What was the date of the lowest price? 
Mr. Stones.-October 1923. 
President.-These prices that you are giving, are they the prices of Mag

nesium Chloride delivered from the godown, in Bombay? 
1I11'! Stones.-These are prices e:l:-~ Bombay,-delivered at the mills. 
President.-Is it the custom of the Cotton Mills to import direct from' 

Europe, or is it imported by. dealers and purchased by the mills from the 
dealers? . 

Mr. Stones.-Big firms buy in Manchester and ship from Rotterdam CJr 

Antwerp. 
President.-Are the fluctuations in prices so wide if y:ou import !IirectP 
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Mr. 8tO'ne •. -No. The prices were more ~table, except during times when 
there was shortage of steamers. . 

Prerident.-1t is important, you see. Merely local fluctuations wi\! right 
themselves after 3 months or so. You cannot under any system of protective 
tariff adjust these. I take it that this very low price of Re. 1-12 was due to, 
accumulated stocks. • 

Mr. 8tO'nel.-And over selling. Every dealer indents on Home and it is 
a question of supply and demand. I would not buy direct myself at that 
price: we shall have a swing back. • 

Prerident.-Would it be possible for the mebmers of your Association to 
gi1!'e us approximately the variations in the price for direct imports, say, for 
the last two years P . 

Mr. 8tones.-The difficulty there is that one does not gel; the purchases. 
Here I take a view of the market, say, some six months ~head over a period, 
but in the direct imports one does not get the corresponding fluctuations that 
we have not here. It, would not be possible to get it except by a reference to 
the Chemical Trades Review. Magnesium Chloride is quoted there. 

President.-Js the price given in the Chemical Trades Review a reliable 
price? 

Mr. Stones.-Yes. The Dyers and Calico Printers' Journal is even more 
reliable. They IIpecialise in heavy chemicals used in the textile trade and 
their price is very accurate. 

President.-Very likely the Director General pf Commercial Intelligence 
will have it. Do you think that these prices are reliable and represent fairly 
accurately what the purchaser of a fairly large quantity will have to pay? 

Mr. Stones.-Yes. 
President.-I take it that this present price of Rs. 5-8 is due mainly to 

local fl ucl;uations ? 
Mr. Stones.-It is a squeezed price. 
President.-What was the last 'price at which your own firm purchased? 
Mr. Stone8.-Somewhere about Rs. 3-12. I am importing now at. about 

Rs. 3-12; But, as I said, in all these stores we take a view of the market: you' 
cannot say that it is a real guide, it is more a speculative price. 

President.-Would it be possible to separate the price of Rs. 3-12 delivered 
at your millmto f.o,b. price and the freight and landing charges? 

Mr. Stones.-We ourselves are . agents of the line of steamers that carry 
Magnesium Chloride, so that we can work these out for you if you wish it. * 

President.-That would be distinctly helpful, because after all the price 
we want to determine is roughly at what price normally the imported Mag
nesium Chloride is likely to enter the country. There is another point affect
ing the prices and that is this. Is the consumer in India, I mean the cotton 
mills, prepared to pay the same price for the Magnesium ·Chlorrde from 
Kharaghoda as it pays for the German Magnesium Chloride? 

Mr. StO'nes.-No. That is the peculiarity of the whole thing; ,there is 
always the question of quality from their point of view. 

President.-I would come to the question of quality later on. What 
would be about the difference? 

Mr. Stones.-I think weaving masters in India will be prepared to pay a 
rupee more for the German chloride-for a fictitious reasons in my own 
opinion. Their behalf, is I am sorry to say, that everything Indian is bad and 
everything foreign must be good. They have got the idea that there is some 
special virtue in the German chloride that does not exist in the Kharaghoda 
chloride. I had sent Kharaglioda Magnesium Chloride to one of our mills. It 
had been at the place for only 2 days when the weaving master said that he 
would prefer foreign Magnesium Chloride. My question was 'why'? The 
answer came back that the colour does not look as nice. But on the prac-

* Not received. 
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tical tests and the chemical analysis it has certainly proved to be as good as. 
the German product. There is a bias. ' . 

Prllsident.-The point is that at present this prejudice exists, but if, after 
a prolonged trial, the Indian product is found to be giving equally gooa 
results, J take it that prejudice will disappear. 

Mr. Stonlls.-Yes, but it does exist to-day. 
Prllsident.-WeII now, as regards this application for protection that has' 

been made by the Pioneer Magnesia W:orks I have two difficulties. 200 
per cent. seems to me an enormously high duty, and it is practically impossible
to justify that figure unless we take as our basis a selling price which was 
merely due to overstocking in the Bombay market: it was a purely tem
porary thing. On the other hand, I find it equally difficult to see how 50 per 
cent. is sufficient for them at present. You are importing Magnesium 
Chloride for Rs. 3-12, they suggest a duty of Re, 1-8 per cwt. which brings 
the price up to Rs. 5-4. But then the mills won't pay more than Rs. 44-
and certainly Rs. 4-4 is a hopeless price for them at present. 

, Mr. StonIlB.-Yes. 
President.-It is unfortunate that we have not had a 'chance of putting it 

to the manufacturer first; obviously he is the person to answer that. 
Mr. Stones.-All I feel is that the consumer is not right in having that 

hia~, but the bias does exist against Kharaghoda. You have got to fac-l' the
facts. It represents anywhere between four annas to one rupee. 

Prllsident.-No doubt it would vary with different buyers? 
Mr. Stones.-Personally I would pay the same price. But there are

others who say it is not as good as the foreign product. We have got a staff 
of chemists who have analysed the Kharaghoda product, and the results have 
been as good as with the German product. I have never found any difference. 

President.-What I gather from what the firm themselves said was that 
the colour of the Magnesium Chloride, as supplied by them, was inferior to 
the colour of the German stuff. 

Mr. Stones.-Yes. 
President.-But does that inferiority in colour affect the cloth? • 
Mr. Stones.-I have nllver been able to trace the slightest variation due-

to the colour. I am only expressing my own opinion. 
President.-There is a difference of opinion, I gather, even amongst the

mills? 
Mr. Stone4.-Yes, even among my OWl! staff. 'But personally I have got 

no evidence yet. I have gone into it with the idea of damning it if I can, 
S(l that there should be no bias, but I have not found it myself. That i, my' 
personal feeling. The main point in my opinion is that it should be free' 
from free iron; this is. absolutely essential. 

President.-Have any of the other mills alleged that there is free iron 
in the Indian product? 

Mr. Stones.-No. 
President.-The Association have also said that it ought to be equal to· 

the imported stuff, in the standard of refinement. What precisely does that 
mean? . 

Mr. Stones.-The desire of the Association is that it should be made-
equally white so that the prejudice that does exist would be wiped out. 

President.-Is .. refinement" the same as colour? 
Mr. Stones.-No. .. Refinement" and colour are two different things.. 
President.-What exactly is meant .by • rennement '? 
Mr. Stones.-I should personally say what it really means is that nl1 

extraneous matter should be present in any quantity; that is all. You refine 
anything to remove impurities of any kind in it. 

President.-You mean that it should be simply what it professes to bl!' 
and nothing else P , 
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Mr. Stone,.-Yes, of a reputable commercial quality free from impurities. 

President.-Do some members of the Association think that the Indian 
product is inferior in that respect? 

Mr. Stone,.-Yes, some of them do. 
President.-It makes it a little difficult for the Board to decide because 

what the committee wants is some sort of guarantee that the Ipdian product 
ilhould be equal in colour and refinement. Who is to ·give the guarantee and 
how is it to be arranged? 

Mr. Stones.-The people who are asking for protection can surely give 
.certain guarantees with limitations. . 

President . ..-Doos it mean this, that if the Board are not satisfied that 
-they are capable of producing it equal in colour and refinement to the German 
.stuff, they ought not to recommend protection? 

Mr. Stones.-It practically amounts to th~t: that is the feeling of the 
Association. 

Mr. Ginwala.-As the quantity used hy you is so small you can protect 
.yourself against .that very easily. Supposing the quality 'deteriorates, you 
can at once say "well, this 50 per cent. was given to enable ~ou to carry on, 
if you do not improve your quality we shall again ga back to the German 
source". -

Mr. Stone3.-But why increase the price of the German Magnesium 
.chloride? . , 

Mr. Gintcala.--Supposing that happens; and rather than use the inferior 
• article the millowners buy the German stuff, the manufacturer will at once 

go back to the Government of India and ask for additional protection. 
That will be your time to say that the quality is inferior. 

]',.rs:uent.-What I want to get at is, what is the view of the Association? 
. Mr. Stones.-We feel that we do not want any protection to be given to 

something· which is obviously so inferior that we are going to put 50 per 
cent. on the German article, and then buy the article after putting 50 per 
.cent. on it. 

President.-Is the Association asa body prepared to express lUly opinion 
whether the product of the Kharaghoda> Works. does or does not satisfy the 
.conditions they have laid down? 

Mr. Stones.-It does not to-day. 
President.-You don't think it does? 
Mr. Stones.-Certainly two-fifths of the members of the Technical 

Advisory Committee of the Association think that the Kharaghoda product 
.does not satisfY the conditions. Personally I do. 

Mr. Ginwala.-Is it the position that, even if you give 50 per cent., two
.fifths of the members will say they will still buy the German stuff? 

Mr. Stones.-Quite so. 
President.-The Association, as a body, consider that these conditions 

.ought to be fulfilled? 
Mr. Stones.-Yes. 
President.-Some think that they are fulfilled, but the remainder think 

that they are not fulfilled. It is a little difficult !or the BOll;rd to constitute 
themselves as judges when the people who are m the busmess themselves 
.do not agree. . 

Mr. Stones.-I quite recognize that, and I requested one of my colleagues 
who thought it did not fulfil the conditions' to come along to give evidence. 
But he did not come along. 

President.-Apart .from that, I was wondering whether $lour Association 
.contemplated any system of GovernmeD:t inspection or con~rol by w~ich 
.Government should assure itself that they were manufacturmg the rIght 
:stuff? 
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Mr. Stones.-That was contemplated. It is contemplated by the Associa
tion that, in return for the 50 per cent. duty, ,there should be enough check 
to ensure freedom from free iron. -

President.-..There would have to be some system of inspection? 
Mr. Stones.-Yes., 
President.-As regards refinement I see no particular difficulty, but as 

regards the co'our'they say they have tried in vain to get rid of the grey 
colour; they cannot do it. Do a certain section of the Association think 
that they should definitely overcome that difficulty? 

lIlr. Stones.-I think in process of time they would eliminate that. Of 
course a certain section of the Associaj,ion. advocate nQ duty: they are 
against it, but then there is bound to be difference of opinion among a. I 

large body of thinking men, in this particular case about the quality. 
Personally I do not find it in any way harmful, and I think that gradual • 
usage would eliminate' what I consider a false apprehension that the colour 
is harmful. That is my personal opinion. 

President.-That is to say, your personal opinion is that this coiour in 
the Magnesium Chloride is not harmful -and goes away in the subsequent 
stage? 

Mr. Stones.-Yes. -It is in the nature of crystallisation. 

President.-Now, on this general question of the rate of duty, supposing 
a duty of Re. 1-8 per cwt., which has been suggested, was thought sufficient 
to meet the need of the Works at present, and supposing the Board found 
that it would have to be increased to Rs. 2 or 2-8, would that affect the' 
views of your Association? ' 

Mr. Sfones.-Certainly they would ~bject to it unless you bring about a 
reduction in the excise duty. . 

Pl'esident.-1 see that you say" The increase in-cost per 1,000 lbs. of 
cloth if a 200 per cent. duty was imposed, basing calculations on tha average 
price of Magnesium Cloride for the past 12 months, would be between Re. 1-4-
and Re. 1-12 in the case of Bombay City and Island mills." What figure 
were you taking for the 200 per cent. duty? 200 per cent. on what? 

Mr. Stones.-On Rs. 3-12/-0. These figures vary with different people, 
we worked it at Rs. 3-12-0. 

President.-If it were limited to 1/12 it would only be one-fifth of the 
figure you have given us, so it would be very small indeed. 

Mr. Stones.-Yes. 
President.-Then again, taking it for 1,000 yards on the average it would 

be one-fifth of the one-fifth? 
President.-What is the reasonable average figure to take for the cost of 

1,000 yards of cloth? 
Mr. Stones.-Re. 1-6-0 per lb. at 5 yards per pound, that is 200 times 

Re, 1-6-0. 
Mr. Ginwala.-Are you taking the selling price or the cost? 
Mr. Stones.-I am taking the selling price. Unfortunately it is below 

cost. You would not be far out if you took Re. 1-6-0 as the price, both cost 
and selling price. 

Mr. Ginwala.-Possibly we might wish to get information from the firms 
that make a business of importing Magnesium Chloride, as they are probably 
buying more constantly and following the market more closely, and it is 
just conceivable that we might write to them and get information about 
the prices. Can you give us the names of these firms? 

Mr. Stones.-Yes,* 

• The largest importers of Magnesium Chloride are: The Sizing Materials 
Company, Hornby Road; Messrs. Chimanlal Kaliandas and Company, Tama
rind Lane i Mr, Francis Klien, Amrut Buildings,Ballard Est41te. 



115 
• 

, President.-You have told us that the increase in the cost resulting from 
the duty would be a good deal bigger in the Ahmedabad than in the Bombay 
mills. Do they use more sizing because it is a drier climate? 

Mr. Stone8.-A much heavily sized cloth is woven, and for tbis as much 
as 100 to 130 per cent. of size is required there. That entails a much 
larger consumption of Magnesium Chloride than in Bombay where the mills do 
not put on more than 40 per cent. of size. The drier climate in Ahmedabad 
entails the use of more Magnesium Chloride so that you will have to double 
it. . 

President.-Is it about double the figure for Bombay? 
Mr. Stones.-It would be about 4 times as much. They would require 

21 to 3 times as much sizing, and then they would have to have additional 
Magnesium Chloride because Ahmedabad is all the year round much .. ,ier 
than Bombay. . '" 

Mr. Ginwala.-What is the effect of the size on the cloth? 
Mr. Stones.-It strengthens the yarn. The point is that Magnesium 

Chloride is only required when we size more thlm what is really necessary. 
We can do without Magnesium Chloride altogether when we are sizing up 
to 10 per. cent. or 15 per cent. It is all a question of holding the moisture 
that keeps the yarn pliable. . 

Mr. ·Ginwala.-With regard to the German Magnesium Chloride, I see 
you have stated. that it is a by-product or even a waste product. But 
there is also another factor which is that they get .very cheap freight. . 

Mr. Stones.-Yes. From the Stassfurt mines it goes down the Rhine to 
Antwerp, and then it comes from Antwerp to Bombay and there is practically 
nothing in the way of freight. 

Mr. Ginwala.-Do they use it partly as ballast? 
Mr. Stones.-It is bottom cargo. Any cargo is better than no cargo! 
Mr. Ginwala.-So that, in addition to its being a by-product, there is 

this advantage which will continue for a long time? 
Mr. Stones.-Yes. The freight rates are very cheap. 
President.-I cannot understand the figures given by the Pioneer 

Magnesia Works. It works ·out to Rs. 30 a ton from the factory at 
Kharaghoda to godown at Bombay. How does it amount to as much as 
that? 

M~. Stones.-You will have to proceed very cautiously with. their figures. 
Mr. Ginwala.-With regard to the natural 'advantages, can we really com

pare the natural advantages of an industry in one country where it is 
pro<1ucAd as a waste product with another where the article has to be m~lIu
facturedP Would it not be fair to compare the natural advantages by 
assuming that in both countries the article has to be manufactured? 

Mr. Stones.-It is very unfair to say that India has natural advantages 
-as compared with Germany to-day. 

Mr. Ginwala.-There is a real distinction to my mind, at any rate, between 
the natural advantages which arise from natural causes and those factors 
in which the advantage does not arise from natural causes but follow from 

, the conditions of the industry. . 
Mr. Stones.-It is a natural advantage. They have got the Stassfurt 

mines which have an unlimited supply of " mother liquor." 

Mr. Ginwala.-But is it not the fact that they have got to refine the other 
chemicals?, Therefore the advantage appears to be partly due to .the fact 
that Magnesium Chloride is found with other natural products whICh have 
to be in their turn partially manufactured P 

Mr. Stones.-Yes. 
JJA.. Ginwala.-There is that ~stinction, I think, between the iwo condi

tions? 
Mr. Stones.-Yes. 
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Mr. Ginwala.-8o that it may happen in almost. any industry where one
industry is carried on along with other industries in more advanced countries 
with more organized conditions of work. If you have to establish that 
industry by itself in India, that disadvantage must occur. 

Mr. Stone&.-Certairily, although as regards Kharaghoda it might be said" 
to have a small natural advantage. 

Mr. Ginwala.-But, all the same, if you are to look upon it strictly in. 
t:("rIlL~ of the Fiscal Commission's recommendations: ............. . 

Mr. Stones.-Then there is no case here at all, because it does not fulfif 
that one thing that it shall be able to stand on its own feet. 

Mr. Gin'wala.-Unless it was modified to this extent that it was considered" 
apBil.icable only under normal conditions . 

• r. Stones.-Even under normal conditions it' is doubtful, because it has 
to compete with not only by-products but with waste products. 

,Mr. Ginwala.-What is your position? I take it that at present Germany 
has a monopoly so far as India is concerned: is_ it not a fact that should 
be taken into ac~ount? S,upposing our relations with Germany became 
strained? 

Mr. Stones.-We allow that it has a scope. 
swing of the pendulum in the other direction. 
in times when things are fairly free, but we 
when things are abnormal. 

It will bring this abnormal 
We might pay a little more 
shall not' pay so excessively 

Mr. Ginwala.-But there are two points. Supposing there was again 
war. Well, in that ease it would. be a distinct advantage to have an industry 
established here? \ 

Mr. Stones.-Yes. But it may happen as it did during the last. war. 
We simply turned from Magnesium Chloride to Calcium Chloride. 

Mr. Ginwala.-But it will cost more? 
Mr. Stones.-Yes, and of course it ,is not so sati~factory as Magnesium 

Chloride in sizing. 
Mr. Ginwala.-The next point is that ope country should not absolutely 

depend on another country for its industrial requirements. Something may 
happen in Germany which may dislocate its whole industrial organisation 
and you may be prevented from getting Magnesium Chloride from there. Iso 
this the most suitable of the alternatives for your purpose P 

Mr. Stoncs.-Yes, it is the ideal deliquescent, cheap and very effective. 

Mr. Ginwala.-In determining the price, what criterion would you: 
suggest? 

Mr. Stones.-It is something about which I would have to think very 
hard and very long. 

Mr Ginwala.-You may recollect what recommendation we made in CO/1-

noction with steel. There we said: first of all this is the price at which 
J ndia' can manufacture steel and sell at a reasonable profit; then, this is
the price at which steel is imported into the country and the difference 
between the two is the measure of protection. That is roughly the principle 
on which we went. Here in this case what are we to do? With regard to
the price at which it can be manufactured after making such allowances 
as may be necessary, we may get it. But with regard to the import price, 
you yourself have given all these variations. What are we to take? 

. Mr. Stones.-I would not take anything above Rs. 6 which is just as far 
as we can go. • 

Mr. Ginwala.-If that is the price which they get, will you be
satisfied? 

Mr. Stones.-We will never be sa~isfied. , 
Mr. Ginwala.-8uppose we found, after allowing them a reasonable profit, 

it came to a certain figure not exceeding Rs. 6, would your Association accept. 
it as a t"easonable figure as a starting point? 
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Mr. Stonea.-It'is rather a difficult question. It is an Association,que&
'tion more than a personal one. Personally I would be prepared to pay Rs. 6, 
but lOme of our members would not. I would not commit the Association. 

Mr. Ginwala.-Would Rs. 6 be an excessive burden? 

Mr. Stonea._It cannot be. Rs. 20 would not be an excessive burden 
when we are bearing burdens 50 times more than that in the shl!Pe of cotton 
excise dllty. . 

Mr. Ginwala.-If we can derive a figure which would make the manufac
ture reasonably r;emunerative to the manufacturer and at the same time not 
unduly burdensome, the position will be much easier. 

'Mr. Stond.-Yes. 
Mr. Ginwala.-Supposing the German price falls very much below that 

figure, then of course, the country can say .. make good the difference by 
an extra duty" which we called in the steel enquiry off-setting duty. That, 
you think, might meet the situation provided the price fixed is not 
exceSsive? 

Mr. Stones.-Yes. 
Mr. Ginwala.-With regard to colour, there is always that danger in 

protection. Fr_traders always say, don't they, the moment you give pro
tection there is a chance of the manufacture deteriorating? ' It is not neces
sarily confined to this particular industry. Of course in this case there 
is only one firm manufacturing Magnesium Chloride at present, but that 
is really an accident. 

Mr. Stones.-I don't know. We have mentioned that, if protection is 
given, we would like to see a standard fixed and maintained. 

Mr. Ginwala.-Supposing the amount of protection that they get is 
enough, they may become slack. 

Mr. Stones.-That is one stable argument of free-traders, but we don't 
want to give protection unless we are assured that a reasonable standard 
will be kept up. 

Mr. Ginwala.-As the President pointed out, how are these guarantees, 
to be enforced? They can be enforced by direct supervision. Who is going 
to supervise? , 

Mr. Stones.-The Government of India have got Factory Inspectors;Excise 
Inspectors and so on. If I were running a place like that, I would soon 
find somebody to dO' it. 

Mr. Ginwala.-Would it be possible for the MilIowners' Association to 
find for the Government a suitltble man who can live in the premises and 
do the supervision? 

Mr. Stonea.-It would be possible for them to find a man, but it would be 
asking them to do somebody else's work. 

Mr. Ginwala.-They will he looking after their own interests. 
President.-It must be Government werk if it is to be done at all? 
Mr. Stones.-Quite. 
President.-Supposing the position arose that the Government 'Inspectors 

held that the quality was all right and half the mills got. up an~ sa~d t~!'t 
it was not what is going to happen? After all, Mr. Gmwala IS rIght In 

suggesting' the inspection might be by a representa~ive of the Millowne!8' 
Association, because it is only the mills who can decIde whether the qualIty 
is up to a certain standard or not. 

Mr. Stones.-Let _a certain definite standard be laid down. 

President.-If you can certify that there are no impurities, that will 
.settle the question? 

Mr. Stones.-Yes. 
Mr. Ginwala.-As regards the colour? 
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Mr. Stones.-I think that we have eliminated the question of colour and 
said that in course of time colour would improve. 

President.-There the Pioneer Magnesia Works have no particular hope. 
They have uniformly failed in their endeavours to improve the colour. 

Mr. Stones.-I say that, as far as we can ascertain, it does not affect the 
cloth. . . 

President.-You have told us that, as regards the suitability of the colour, 
there is a difference of opinion amongst you. 

Mr. Stones.-Yes. The point is that those who do not believe in it will 
go in for the imported article. 

President.-We come back to the old point. Your Association agree that 
protection may be given if certain conditions are fulfilled, and a large number 
of members of your Association think that they are not fulfilled. 

Mr. Stones.-Even then, a standard could be laid down. After all, you 
could never satisfy 100 per cent. of the people on any subject. 

Mr. Ginwala.-The difficulty in this question is this: that even .if you 
put on a duty of 50 per cent. you will not be able to induce a millowner who 
believes in this colour disadvantage to use it. 

Mr. Stones.-Quite so. He will have to buy it from outside. We only 
want reasonable guarantees that the product will be all right. 

Mr. Ginwala.-The trouble is, supposing a guarantee is given, two-fifths 
ot your members, or whatever it is, will still say" we don't agree". 

Mr. Stones.-They will buy from outside. Still you' can protect those who 
agree for the sake of tJfe country. 

Mr. Ginwala.-We are trying to investigate that. I suggest to you this. 
It may be possible for you to say to the Government "we will keep our 
man there". Government or you can pay. It is a very small matter. He 
will do the work of supervision. Supposing, on the other hand, the millowners 
are dissatisfied with the quality, they can report the matter to their man 
at the works, who is the Inspector or whatever he is called, or to the Govern
ment of India and say "we are willing to submit to this additional tax 
but we are not satisfied with the quality" and the Government of India may 
say" all right, we will hold another enquiry." That is a sufficient guarantee 
·to you. 

Mr .. Stones.-If a reasonable standar<J. quality is ~ven, I don't think 
that the trade itself would have any objection. 

Mr. Ginwala.-We cannot lay. down any enforceable standard, that is the 
trouble. 

Mr. Stones.-We can say that it shall consist of so much percentage of 
magnesia, so much percentage of water, and so forth and that there shall 
be no trace of " free iron." That is good enough. It will be possible then 
by a chemical analysis to say whether it comes within the standard or not. 

Mr. Ginwala.-When you lay down a standard like that, you will have 
to constitute some authority to apply it. 

Mr. Stones.-What is our remedy then? Our remedy is that we cannot 
buy any more Kharaghoda. 

Mr. Ginwala.-At the same time you report against the industry. 
Mr.Stones.-I must have some lines to see whether it is right or wrong; 

There must be some definite standard fixed. , 
Mr. Ginwala.-You can say that it is not of commercial quality, we 

have given it a fair trial and we find it is defective. If a number of com
plaints on these lines are received by the Government of India, they will 
say that this is the only firm manufacturing it and that they will look int() 
the matter. There is an end of it. 

Mr. Stones.-That is right, so long as there is a reasonable guarantee 
.that they don't fall back. We don't want to give 50 per cent. more for 
nothing. 
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Mr. Ginwala.-With regard to your Millowners' Association, how does your 

Association work when a question like this is referred to it? Did you have 
thi. point discussed at a general meeting? 

Mr. Stones.-Yes. Generally it is referred to a scientific Bub-committee, 
who have to submit a report to the general body. A meeting of the general 
body is then called and the report is discussed. 

Mr. Ginwala.-Is it a rule that the majority opinion binds the Association? 
Mr. Stonu.-Yes. 
Mr. Ginwala.-May I take it that this present opinion is that of a 

majority? 
Mr. Stones.--Obviously. 
Mr. Ginwala.-So far as the outside world is concerned, though you differ 

from the majority, you feel yourself bound by what has been done. 
Mr. Stones.-That happens in all questions. 
Mr. Ginwala.-Those who are in a minority are apt to say that they 

are in a minority and therefore they are compelled to accept the opinion of 
the majority. 

Mr. Stones.-There is always a section which does not want protection 
for anything in any way. 

Mr. Ginwala.-A person may be in a minority anq,he may say, as he was 
in a minority, he did not press his opinion: still he will abide by the decision 
of the majority. 

Mr. Stones.-Fortunately the Millowners' Association have got the support 
of over 80 per cent. of their members. I don't think that any member of 
the Association will say' I don't agree to it ", 

Mr. Ginwala.-They won't be in a position to do it, in your opinioni' 

Mr, Stones.-If the Tariff Board make a recommendation and if the 
Government of India accept it, they will have to abide by ~t. 

Mr. Kale.-With regard to the standard of quality that we have been 
discussing just now, will it not be a satisfactory thing if we suggest, for 
instance, that the Government Test House in Calcutta might be asked to 
test the Kharaghoda stuff every fortnight or every month, and will not that 
opinion have some weight with the members of your Association? -

Mr, Stones.-It would have. 
,Mr. Kale,-That is now being done in the 'case of many articles, for 

example, cement. 
Mr. Stones.-Yes, I know. 
Mr. Kale.-The test carried out -in the case of cement at the Alipore 

Test House is regarded as a satisfactory test, ,I dont' see any reason why 
a similar practice should not be ~tablished in the case of Magnesium 
Chloride. No doubt those who do not want ,to use it or have very strong 
prejudice against it will not use it. That also happens in the case of cement; 
in spite of the fact that the Government Test House at Alipore have declared 
the Indian cement to be entirely satisfactory, there are some people who 
have got a very strong prejudice against -it, but as it is hoped that that 
prejudice will gradually disappear, may we not hope that this prejudice 
also will disappear in view of the opinion of the Test House given from 
time to time? 

Mr. Siones.-That is my real feeling on the matter. Time will eliminate 
the feeling that the Magnesium Chloride from Kharaghoda is not so ~ood 
as the German product. 

Mr. Kale.-The question was raised with regard to the machinery for 
testing the Kharaghoda product and therefore I suggest that the Government 
Test House might be ask(ld to do it. • 

Mr. Stones.-In view of the importance of the cotton industry of Bombay, 
an institution like the Test House at Alipore would be an excellent thing. 
It fiVill carry out a monthly test or something of that nature. That is all 
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-that is needed. I don't want to lay down any hard and fast test and penalties 
·attached to it, if it does not come up to the standard. 

-Mr. Kale.-I should like to know whether Magnesium Chloride is used 
;as n sizing material by the handloom industry. 

Mr. Stones.-No, or rarely so. I have never come across a case. I don't 
·think it is used. The handloom industry uses a very rough paste, wheat 
:st·arch or something like that. 

Mr. Kale.-I am only asking you whether there is any demand for Magne-
:sium Chlorire' for sizing in the case of the handloom industry. .-

Mr. Stones . ...:-Negligible. , 
Mr. Kale.-Are there any Magnesinm Cloride Works in Great Britain? 
Mr. Stones.-Not that I am aware of. There were one or two works which 

made Magnesinm Chloride during the war, but it was very expensive and 
.only a war measure. • 

Mr. Kale.-They also are buying from Germany? 

Mr. Stones.-Practically all the world's supply comes from the Stassfurt 
.mines. 

Mr. Kale.-With 'regard to the question of standard price which we were' 
discussing, it occurred to me that in the course of the next three or four 
years, 'if we were assured about the full ontput of the Kharaghoda Works, 
what might be called the normal price in the case of these works could be 

.obtained after they had secured certain concessions with regard to railway 
freight and so on. Can you not say that that price may be taken as a 
standard price, so far as the Indian stuff is eoncerned? ' 

Mr. Stones.-I don't like to express any opinion now. I would rather 
deal with the standard price of the future in future. There are so many 
Jactors in it. 

M·r. Kale.-I am putting it in a very general way. Of course I don't 
want to tie you down to a particular figure. . 

Mr. Stones.-There are certain considerations which go to make up what 
-might be regarded as a normal price. 

Mr. Kale.-I think that, in the case of Kharaghoda Works, when tIiey 
.are working up to their full capacity, and when they have practically intro
duced all the economies that are practicable, we may get a price, which 

.may be regarded as a normal price. I am not quoting any particular figure. 
Mr. Stones.-I suggested earlier that that price shonld be determined 

at not more than Rs. 6 with guarantees for the quality, but I am not prepared 
to dogmatise on that. 

Mr . . Kale.-May I take it from what you have said that, on the whole, you 
would favour a locally made article rather than an imported article, in the 
interests of the country? 

Mr. Stones.-Yes, in the interests of India. " 
Mr. Kale.-Your only difficulty is that you are already handicapped on 

.account of your imported storesi' 
Mr. Stones.-We have got a tremendous number of handicaps. 
President.-Wha1! it comes to is this: that by protecting a number of 

.minor industries you might knock out a major industry? 
Mr. Stones.-Yes. We have already very hea~ burdens on us. These 

,small ones, all added together, have the effect of cramping the industry. 
President.-I take 'it that in the event of supplies being cut off from 

Germany owing to another war, it would not be .difficult to start the manu
facture of Magnesium Chloride again? 

Mr. Stones.-No. 
President.-I gather that .they started comparatively early in the war 

in October 1915? 
Mr. Stones.-Yes. 
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Pruident.-From their written statement I gather that there is lID" 

elaborate machinery required-nothing that you cquld not imp-rovise in the
country. 

Mr. Stone&.-Quite. 
President.-PureJy from the point of view of' national' interests in time' 

of war, it is not absolutely necessary that the industry should be going on 
all the time? 

Mr. Stones.-No. Kharaghoda is still there and Government could put 
down a plant in three or four months as a national measure if necessary. 

'President.-Our experience during the last war showed that, once the 
stimulus of foreign competition was removed, the Indian manufacturer charged' 
a pretty high price unless Governmel.1.t controlled him. 

Mr. Stones.-Yes. 
Pre,~ident ....... I do not know whether you would be able to tell us about 

these enormous salt deposits in Germany at Stassfurt. '1 take it that they' 
contain a good many salts which Kharaghoda would not contain. 

Mr. Stones.-Quite so. 

President.-In that respect, quite apart from the point that was put,to 
you by Mr. Ginwala, there is a natural advantage which is indisputably natural' 
in Germany which India has not got. 

Mr. Stones.-Quite so. 
President.-About what Professor Kale was putting to you about the' 

standard price to be arrived at, no doubt in endeavouring to prove the 
question whether the industry could eventually dispense with the abnormal' 
assistance, we have got to determine the standard cost, or at any rate the' 
standard price which. will give the industry a reasonable profit. But I 
rather gathered that Professor Kale was suggesting to you that that might 
be adopted as the price you ought to get. ,There still remains the question 
of comparing that price with the price of the imported article. 

Mr. Stones.-That is the essence of the whole trouble. 
P,'eside1lt.-1t is like this. Professor Kale's standard price gives you 

one leg and the actual price at 'which the foreign stuff is coming in formS' 
the other leg and the difference is the amount of protection that is rbquired. 
But unless the difference in the height of the two legs is fixed by the amount· 
of tariff, I don't think that protection ought to be given if.in the long run 
the ind ustry is going to need more assistance. . 

JJlr. Stones.-That is right. 
P·resident.-If it be a temporary period for a rear or two, they would allow 

it but if, say, 20 years .. head, they were still requiring protection, they would!. 
think that this was not a case for protection. 

Mr. Ginwala.-There is no quotati~n from England in the Chemical Age,. 
but there is one in ihe Scottish Chemical mllrket. 

Mr. Stones.-Glasgow is also a big centre for heavy chemicals. I will send'. 
you a copy of the Dyers and Calico Printers Journal showing the prices.*' 
Ii you are sending Home, the India Office will be able to get you correct 
prices from that. The Chemical Age cover!! a wide field and may not, contain 
quotations for Magnesium Chloride. 

Mr. Ginwala.-The price quoted in' the Scottish Chemical Market is 
£tr3-~5-O c',i.f. United Kingdom. What deduction would you make from c.i.f., 

mted Kmgdom and f.o.b. Antwerp? . 

Mr. Stones.-There is no comparison. c.i.f. United Kingdom Port 'is abou1r. 
the same as c.i.f. Bombay. ' 

President.-If these fluctuation in prices are merely due to the state of 
the local market owing to excessive importations, I don't think that they' 
are of importance to us. What is much more important for llS to know is, 

·'Not'printed. 
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the f.o.b. Antwerp price; also any big alteration in freight rates, because; 
after all, if mills keep large stocks, we cannot deal with that. 

Mr. Stones.-Quite. 
Mr. Ginwala.~How long can you keep Magnesium Chloride without 

deterioration? -
Mr. Stones.-It depends on the state of the drums. If they are airtight 

you can keep it for a long time. ' 
Mr. Ginwala.-Are these drums steel drums o~ what? 

, Mr. Stones.-They are pressed steel drums. Some are also made of wrought 
iron. If the drums are not air tight, there will be a tremendous amount 
of loss. 

Mr. Ginwala.-Do they form a substantial portion of the cost? 
Mr. Stones.-Yes. 
Mr. Ginwala.-From Germany also you get it in similar drums? 
Mr. Stones.-The drums in Kharaghoda are better than German drums. 

They are better able to stand knocking about. 
, Mr. Ginwala.-That is why, I suppose, there is overstocking in the market. 

It does not deteriorate by keeping? • 
Mr. Stones.-It does deteriorate by keeping, because, though the drums 

are supposed to be air tight, few of them- are so, and there is -the danger 
of deterioration. You cannit keep it for long. I buy it from month to 
month. 

Mr. Ginwala.-How much does a drum hold? 
Mr. Stones.-4 cwts. 
Mr. Ginwala.-The average cost is Re. 1 per cwt. It is over 40 per cent. 

of the cost. 
Mr. Stones.-That, I should imagine, will be biggest charge of all. 
Mr. Ginwala.-Would it be better to have the drums galvanised? 

Mr. Stones.-It would be better. 
Mr. Ginwala.-Do you get them galvanised? 
Mr. Stones.-No, they are mostly rough plates. 

Witness No.4. 

GOVERNMENT OF BOMBAY. 

WRlT'l-EN. 

No. I. 

(Letter, dated 9th Jafluary 1995.) 

I am directed by the Government of Bombay, to refer to your letter 
No. 4-T., dated the 30th July: 1924, regarding the claim of 'the indigenous 
Dla"nesium chloride industry. to pr?tection against foreign' comI!etition. In 
repiy,>I am to forward herewlth COples of reports from the SupermtE.ID~ent of 
Industries, Bombay, and the Collector of Salt Revenue, Bombay, glVlDg the 
information required by you in connection with this question, so far as .it is 
available. Information regarding the factory at Kuda has not yet been received. 
The Dhrangadhra Darbar, within whose jurisdiction the factory works, has 

~ been asked to supply the information, and a reply from the Durbar is awaited. 
Their report will be forwarded to you as soon as it is received. 
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t. As reprds the opinion of this Government iI:" ~e lD;atter, I ~ to Bay 
~&t, in view of the absolutely unaocountabl~ vana~10~8 m· thl! mam heads 
of "penditure as disclosed by the figures available, 1t 18 very diflicult to Bay 
to what extent the cost of production of the article can be reduced. Apart 
from the fact that it is inferior in colotir, it is not at all likely that the 
indigenous article can ever compete on level terms with the foreign article 
unleBs it can command an infinitely grester market than at present. Under 
present conditions,an "POrt market for the indigenous article is out of the 
question unleB8 the industry is helped by liberal bounties. The Government 
of Bombay are not in favour of giving bounties at present, but consider that 
tho indigenous industry should be helped to capture the Indian marke!; first, 
for which purpose a very high protective duty is neceB8ary. It is not "pected 
$hat the indigenous article can be sold at much less than RB. 0 a ·cwt., and 
as the reported ex.godown price of the foreign article is Rs. 2·12.0 per cwt., 
it would require an atl valorem import duty of nearly 80 per cent. "to put it 
merely on a level with the imported arliicle: and even then, owing to its 
inferior colour, it is doubtful whether it would compete with the latter. 

U, therefore, the aim is to keep out the mreign article by a proteotive duty, 
that duty should not be leu than 100 per cent. atlvalorem, and tbiB is:what 
the Government of Bombay recommend. , 

Enolosure. / 

COPIi 01 utteT No. W •• 1J1-820, dated 4th N01J8mbeT 1924, from the 8u~rin. 
tendent 01indUBtrie8, Bombay, to the Deputy Secretary to Govemment, 
Glln.,a' DepGrlment, !lombay. 

In :esponse to your memo. No. 4861..s180.D., dated 20th September 192<i, 
I have the honour to submit my views on the question after having consulted 
the Collector of Salt Revenue on the subject,. 'S; copy of whose letter I 
append herewith. 

2. I visited the Pioneer .MagneSia Works, Kheraghoda, about two years ago 
and found that the process of manufacturing magnesium chloride followed 
in the Works was rather crude. Their furnaces were not well designed and 
therefore not very efficient. I suggested some improvements by utilizing 
some of the waste heat of the furnaces for preliminary heating of the bitterns 
before it is finally boiled and' evaporated, and by using shallow. storage tanks 
instead of deep ones for the bitterns in order to take advantage of natural 
evaporation and thereby reduce the cpst of fuel used for evaporating and 
conoentrating the liquor wholly by means of fuel. 

8. I have not been able to visit the Works Bince then and do not· therefore 
know how far my suggestions were carried out. 

4. This is a new and very important industry in India,' and if weil 
developed on proper lines it is capable of large expansion and of adding to the 
yev8lJ.ue of the country by creating a big export trade in magnesia.. The 
raw material iB abundant and could be had almost free of cost and the -arid' 
and· hot olimate .of Kharaghoda is peculiarly suited to taking advantage of 
partial natural evaporation and conoentration of the mother liquor by the 
SUD heat. 

0. As regards the cost of manufacture I am' of opinion that it oan be 
reduced if expert advice is obtained from some experienced ohemioal engineers 
on t. most modem methods of manufacturing this. Balt. It is true that the 
Company; have engaged' a chemist but thil! problem cannot be. solved by a 
soienoe graduate or an academical teaoher of ohemistry. The discoloration 
of magnesia at Kharaghoda may be due to the defective method of manufacture 
or I!Ome inherent chemica!. impurities which could be remedied by a ohemioal 
engmeer. . . ! '. 1 ..... : 

.6. I have analysed some of the chief itelns of expenditure given on page'~' 
of the, pamphlet -on ". Enquiry regarding . the grant of' proteotion . to the 

B 
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.Magnesium Chloride Industry II the result of which I give below'in OOtIt in 

·llUIllas,. per cwt. of magnesia manufactured:-

Year. 1916 1917 lins 1919 1920 1921 1922 

- - - ---
Production cwte. 19,327 22,S96 36,903 86,434 29,54~ 17,034 .27,059 

Factory'charg'ea annRII, 16'7 4'6 7'2 11'1 6'2 10'2 5'5 . 
Fuel . . 

" 
3'3 9'9 11'2 10'2 9'5 ' 14'1 7-6 

:oroma'and packing .. 9'0 14'3 21'0 ,17'0 15'4 '33'7 '9'S 

EiJtablisliment . .. 0'0 0'0 7-7 2'5 2'S ,n'4 3'7 

Selling',oharglll\ etc. .. 16'7 13'7 16'!l 13'7 ·S'9 19'0 . 0'4 

'7, '~romthe above statement it will be seen that there is a very large 
difference in each of these five chief items of cost from year to year, As for 
instance the coSt under factory charges per one cwt, of magnesia produced 
was 16'7 annas in 1916 while it was only 4'6 in~ 1917, though there was not 
much difference in the production of each of these ~ears, 

8. ,In the same manner the cost of fuel was the lowest, i,6.,S'S anuas 
per Qwt. in 1916 which rose to the highest in 1918, i,e" 17'2 when almost 
double the quantity of magnesia was produced, which should have reduced 
the cost a little instead of increasing it to more than five times. . 

'9. It is stated in page 49 of the pamphlet that the tlXPenBe in 1921 was 
high because the production was exceptionally low in that year. With a 
production of 19,327 cwts, in 1916 the cost of drums was 9 11111111.' per cwt. hUL 

with a production of 17,034 cwts. in 1921 the cost rose.to 88''/ annu and 
,e1l8n"with -the 'maximum production of 86,903 cwts, in 1918 the 'cost could 
!bOt be reduced below 21 annas, This may perhaps be due to enhanced price, 
if any, of iron sheets of which the drums artl made, though it is not stated 

.1D ·the pamphlet, The cost of drums and packing is a heavy item amounting 
--to'Jalmost a rupee ~er cwt, and if the drums are made stronger and better 
(corrugated. andre-mforced) they may he returned to the factory at a very 
low cost in good condition for r&-filling. • 

10. The establishlJlent charges were the lowest in 1919, i,e" annas 2·5 when 
the production was 36,4.~4 cwts, , but it was 7'7 annas in 1918 when the 
production. was almost the same, 

11. I give below the minimum lind maximum charges obtained' for these 
five chief items of expenditure in anuas per cwt. of magnesia tumed out, 

'from which it will be seen that while the total for the minimum charges 
amounts to 24'8 annllS that for the maximum amounts to 98'5 anuas-ahout 

• four times over-- . • 

Minimum. Maximum. 

Faotory charges 4'6 16''1 
Fuel IN 17'2 
'Drums and packing 9'0 88''1 
. Establishment 2'5 11" 

yo Belling charges 50( 19'5 

'-U'S 98-5 

. No re&sona are vouchsafed for these large discrepancies and I .hink they may 
.be .,eitJler, due, to clefeen.e·· management or- defective eystem ·'of book.keeping 
.or larlsiluotWltioulI in the prices of fuel,materialsand wages. 
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12. These five chief items analysed 'above constitute 'Dlore ·than.·half 1)£ .the,' 
cos.· of production and it may be possible to reduce' them to the 'minimum, 
obtained during some years as shown in the above statement. 

13. The cost of production could stilI be reduced if the outtum and sale 
could be increased by creating new outlets for the stuff by meana of an. 
export trade to foreign countries. There is almost an unlimited. supply of raw 
material available at Kharaghoda for the manufacture of this salt, but in order 
to enable ·this nascent· industry to compete with Germany, a certain bounty 
shaH have to be given to it, in the beginning on all magnesia exported from 
India without which it may not·be possible to create an export trade in it. 'This 
will enable the Works to expand and reduce their cost of manufacture to a 
great deal. I. 

14. There is. yet another way of decreasing the cost of manufacture of' 
magnesia. and that Is by helping and encouraging the manufacture of refuied 
salt side by side with magnesia. I entirely agree with what is stated in 
paragraphs 18 to 21 (pages 18 and 19) of the pamphlet. In spite of inexhaustible. 
supply pf salt (Sodium Chloride) in the country owing to its peculiar geographical 
situation a very large quantity of refined salt is imported from foreign. 
countries. If indigenous salt could be easily refined and produced by this 
Company side by side with the manuf~cture of IJIsgnesia, it would certainly 
tend to reduce the cost of manufacturing. the latter .because the .manufacture. 
of magnesia is carried on only for six or seven months in a year and the 
charges of per!Ilanent establishment, rents, taxes, depreciation interest, etc., are 
therefore very heavy and borne by magnesia alone. If the manufacture of 
refined 8alt side by side with the manufacture of magnesia chloride i8 
established with the protection and help of Government, there is every 
possibility of these two nascent industries flourishing and adding substantially 
to the revenue of this country. 

15. The Kuda Magnesia Works of the Dhrangadhra State seems to be a 
formidable rival of the Pioneer Magnesia Works of Kharaghoda; and in order 
to prevent both these concerns. compet.ing and ruining themselves, 'and as 
Government is closely interested in the existence. of the latter I suggest. that 
some agreement on certain terms and conditions maybe made between the 
tw.o to enable them to work in harmony Bnd co-oper)ltion without ,coming 
in the way. of each other. 

16. In face of the widely varying v.gures of cost of manufacturing mag. 
nesium chloride 0.0.. supplied by the Company, it is very difficu~t to "uggest 
a certain fixed tari/! duty for the proteotion of the industry, but I suggest· 
that the seUing price of the imported stu/! should be so regulated by· tue 
tari/! as not to be less than Rs. 5 per cwt. in Bombay at least for ·three 
years, and in the meantime the Company may be asked to submit a proper 
basis of the cost of manufaoture by effecting striotest economy in their. 
various items of cost. This should not be. very. difficult. for the Company 
now as the prices. of fuel, wages and. othel; mate~ialB have fairly sett1ed.'down. 

Copy of letter No. US-1, 'dated 25th October EFTO, from G. L. MacG'I'eger, 
B3Q., M.A., I.a.S., Collector of Salt Revenue, Bombay, to ·the Superin
tend/l'llt 01 Industries, Bombay. 

In returning the copy of the enquiry regarding the grant of protection 
to the Magnesium Chloride industry. received wit"h your letter No. W. 12-721 
of 11th iIlst~t. I have the honour to state as under. 

2. The. trouble with this indu~try is that the Indian demand for Magnesium 
Chloride cannot, amount to more than 4,000 tons (value at 3/8 a ·I\wt. equals 
R.1. 2,80,000) on the firm's own showing .. The demand outside that from 
the mills is negligible. Cotton mills are situated, the bulk of them in Bombay, 
a .few 8cattered--over India, Ahmedabad, Calcutta, Sholapur, Madras, Gokak, 
Vlratngam, &nil Wadhwan being plaoes known to me. Bombay OD account 
of ita damp olimate tal:~9 }ees magnesium ohloride than Ahmedabad. The 

E2 



Bombay conditions prevail also in Calcutta and' Madras. The' maximuia 
demand for thie Company's chloride would therefore be confined to Gujarat, 
Wadhwan, Sholapur· and Gokak mills and any mills in Upper India, or a 
total' number of looms which will be less than half the .number in Bombay 
itseU. I think the estimate of 4,000 tons. is therefore rather high. The 
Pioneer Works are able to turn out that quantity, therefore they can never 
be worked to their full capacity. 

8 .. The other manufacturer is the Dhranghadhra State, whose factory is at 
Kuda, 51 miles further from mill centres outside Kathiawar than Kharaghoda. 
As the Dhrangadhra State has' bound itseU to charge the same rate of 
royalty as Pioneer Works pay, the latter should be able to undersell them 
owing to their proximity to the market. But the curious pO,!lition exists now 
that .we have. given up charging a royalty and h~ve gone into a profit sharing 
scheme, last year there were no profits to· share. So presumably the Dhran
gadhra State's hands are now free and it may by bounties, cheap freights on 
its own line or otherwise make its works a formidable rival to the Pioneer 
Company, and there will be two competitors for the 4,000 ton demand, even 
if the foreigner is squeezed out by a tariff. I do not know what the State works 
can produce but it should be a considerable quantity seeing that they have 
used· this manufacture as 11" lever too upset an agreement that had been 
binding on them for over 20 years. Neither plant win be able to work up to 
its full capacity or one will kill off the other. If neither Company can work 
up to its full capacity overhead charges must remain unnecessarily heavy 
and a. reduction in prices become more difficult. Also neither of these factories 
can work throughout the year unless ~he stores of mother liquor are protected 
from the monsoon. 

4; This applicatio~ is however not in the interests of the Pioneer Works 
alone, but of the whole indigenous industry consisting of both the factories: 
The import of magnesium chloride from the United Kingdom is negligible. 
Practically all of it comes from Germany. If protection is given it will have 
to be given to keep the German product out. . The Pioneer Company state that 
the latter cOp-lmands a higher price in the market than their article, because 
the Kharaghoda article is grey in colour. As the Government royalty has 
l1'one, the cost would be at least Rs. 1-8 a cm: cheaper or avemge Rs. 3-1-9_ 
The cost of containers Rs. 1-2-0 per drum, seems rather heavy, it is equal 
to the cost of manufacture. Drums are not returnable, probably because 
the contents corrode them, but they may be more useful than tbe imported 
drums, at the other end after they hav.e been emptied. To that extent tbe 
Pioneer's drums win be more valuable than the containers of the imported 
article but 1; do not know if mill owners oonsider much tri1les. Judging by the' 
huge heaps of scrap in every mill compound they do not. 

5. It win be seen that in their original application to the Government of 
India' for protection (page 20 of the printed pamphlet) they asked for a 
200 per cent. ad valorem tarift. In their reply to the questionnaire they have 
reduced this to 50 per cent. But the price at which. the Pioneer Works say 
they can pay the ,stull' down in Bombay, includes certain items which appear 
to be unnecessary. For instance godown rent is charged in Bombay and 
profits are calculated on this and also' on railway freight. I do not think it 
should be necessary to store stuff in Bombay, it is a great saving in handling 
oharges if it is railed direct to the mill, and I do not see why they should 
claim a profit on out of pocket expentles such as railway freight:-

I ,woUld work out the. costs as follows:~ . 

• Production oost 
121 profit 
Freight to Bombay 

. , ' 

Plu8 Government profit presumably 12l per oent. 

Rs. A. P • 

S 1 9 
o 8 IS 
10 0 

'0 8 S 

"n 8 
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The imported article is said to -be landed at Bombay at Re. 2.12.0 per cwt. 
godown delivery (psge 89, Mr. Knight's letter of 15th Nov8m~er 1928) •. Apart 
from the prejudice against ~he colour of. the Karaghoda. art~cle there 18 also 
the price in favour of the Imported artICle. So there IS little won~er that 
Bombay takes nothing from the Pioneer Works. To counteract thIS .res~lt 
require a duty of 80 per cent. (page 42). The Company says the pnce -~n 
Bombay is from Us. 3-8-0 to- Us. ls-12.(J f.o.r. so there would be ample margm 
in case of a protective tariff being imposed to cut _ the prices there .. 

6. It is impossible to say when, if ever, the price of the imported article 
would go back to pre·war fates. _ It is not only in magnesium chloride that 
German ratea are extraordinarily low. The same holds good of sewing 
machines, cash boxes, bicycles and a number of other articles which Germany 

.is putting on the Bombay market; at prices 50 per cent. lower than the same 
grade of article from the United Kingdom. ThIS must be due to internal con· 
ditions in Germany. 

7. It is entirely a question of policy. If Government desires to exclude the' 
Garman article the protective tariff imposed must be 80 per cent. ad valorem 
(not market rate) or Re. 2·2.0 per cwt. As regards the claims for protection 
(page 50) :-Question 99 answer is correct. There are large supplies of the 
raw material, cheap labour, cheap power but not a very large or expanding 
market. 

It should be noted, howeveJ:. that production of salt- at Kharaghoda is 
being curtailed to 18 lakhs of maunds this' year and there are prospects of 
still further reduction in the near future; but there will be an ample supply 
of bitterns. ' 

, B. The Industry could not develop, unaided. , 
C. I do not agree tha~ the industry in 10 years could, face unaided the 

competition of the world. The pre.war rate of -Rs. 8.8.0, when Germany had a 
monopoly could probably stand some cutting, -and it would not, I think, be 
possible to reduce production costs below Rs. 3.0.0, f.o.r. Kharaghoda. 

Q. 100. A. As the vats in whioh the bitterns are stored are in the open 
air- and liable to deterioration from rain in the monsoon, the bitterns can only 
be obtained at the time of salt msnufacture, i.Il., from December onwards
working over' more than, four months would necessitate roofing the vats. 

B. Calcutta and Madras would be out of the range of these factories, as 
the !r~ight would be prohibitive but the number of mills there are practically 
negligible. 

Q. 101. The quantity of Bromine present in the bitterns is onl' '07 per cent; 
and in ordinary times it would appear to be hardly worth the cost of recovery. 

Q. 109. I agree with the firm. , 
</.. 103 to 105. I think the protection required is underestimated. , 
Q. 106. I agree with., the firm that the quantity of magnesium chloride 

required in the textile trade is so small that the protective tariff would not 
fall on the consumer. . . 

. S.If the cotton 'Illill industry expanded enormously as it might do. the 
demand would increase proportionately but the German article would always 
compete \lnless killed by a special tariff. 

No. It.' .' 

(Letter, dated !4th February 1925.) 

With reference to the co~c1rtding portion of paragraph 1 of mv letter 
No. -4861-8180-D., dated the 9t4 Ja.nuary' 1925" I am directed by the 'Govern~;' 
ment of Bombay (Transferred' Departments) to ~forward herewith for vour' 
information a copy of the ,letter from the Dewan of Dht:angadhra State. 
No. 68, dated the 30th January 1925, regarding the manufacture of 
Magnesium Obloride' in that State.···' , 
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Copy 01 letter No • • 68, doted the 30th Jan'Uwry, 1925, from· the· Dewan, 
Dhrangodhra State to the Government 01 Bombay. 

I~ continuation of my letter No.8, dated 12th November 1924,'1 have 
the honour to inform you that the Magnesium Chloride Industry in. this 
State had to be dropped as the local product was unable to compete with the 
German made Magnesium Chloride in prices, which were much less than the 
actual cost of the production of Magnesium Chloride and of drums in which. 
it .wes packed. -

The eompetition of foreign made and specially of German-made Magnesium 
Chloride began to be very seriously felt nearly two years ago and since then 
our contractor had to drop the idea of manufacturing Magnesium Chloride at 
the State Salt Works at Kuda, as the local made Magnesium Chloride had 
nn chance of competing with the similar product from foreign countries. In 
the opinion of the Darbar, it would be very encouraging if, the Government 
extend generous protection to the important local .industry. 

Witness No. S. 

THE SIZING MATERIAL COMPANY. UMITED. 

WRITTEN. 

(Letter, dated 14th October 1924.) 

We are in receipt of your letter of the 13th instant with reference to tbfl 
c.Lf. price and market price of Magnesium Chloride and in connection with 
same we have tablllated below our average c.Lf. selling price of this article 
from the mouth of April 1923 up to the present month, and trust this is what 
you require: - . 

April 

May. 

Jllne. 

Jllly • 

.August 

September. 

October 

November 

December' • 

January (1924) 

February • 

C.i.f. selling price 
. per ton. 

£ e. tl. 

450 

4 0 '0 

217 6 

326 

300 

310 0 

340 

3.12 6 

Market price per 
cwt.. u stock. 

Re. A. P. 

4·4 0 

4 0 0 

212' 0 

2 8' O·J 

2 8 0 

2 8 0 

3 0 0 

212 0 

3 0 0 

3 6 0 

3 8 0 
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C.i.f. selling price Market price per 
per ton. cwt. ~:I: stocl!;. 

£ 3. rl. Rs. A. l" 

March 3 15 0 3 12 0 

April 3 15 0 314 0 

May. .' 4 0 0 4.4 0 

June. 4 2 6 4- 6 0 

July. 4 7 6 412 0 

August 4 7 6 5 0 0 

September. 5 0 0 5 4 .0 , 
October Ii, 2 6 I) 4 0 

- , 
You will note thl\t we have omitted to give you a . price in sterling for· the 

months of July, August and September lUI during that period we neither BOld 
direct to a mill nor did we import any of this article but you may take it for 
granted that the price during these three months would be round· about 
£3-0-0 per ton c.i.f. 

,Witnesl No.6. 

MESSRS. CHIMANLAL K~ANDAS & CO., BOMBAY. 

WBIUEN. 

(Letter, dated 20th December 192.6..) 

We beg to acknowledge receipt of your letter No. 1010, dated 13th Octobllr, 
from Poona and also your cable from Calcutta. asking us to inform you of 
the prices of the Magnesium Chloride and· in reply have. to state that we
do not import this article direct from Home and so we are not in a. position 
to supply you with the information as required by you. However, we have 
inquired into the local market and from the facts which are at our disposal, 
we may 'inform you that the indent price for the Magnesium Chloride since 
April 1923 varies from £4 to £4-17-6 per ton nettc.i.f. Bombay. Tht' 
market price here during this time was about from RB. 4 to Rs. 5-2-0 per 

Itwt. nett. 
We may write to you that we are not in a position to give you any further 

information in the matter and it would be better for you to write to some 
other firms for the details required by you for the purpose intllnded. 
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