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Report 
regarding the 

Removal of Surcharge on Protective 
Duties on Paper and Paper Pulp_ 

1. In their Resolutiou No. 202-T. (1)/3G, dated the 11th Deeelll
ber, 19:.17, requesting the 'I.'arill' Board to re-examine the question 
'f 1 f of the protection enjoyed by the Paper and 

orDUI • 0 ~. erenee. l'aper Pulp industnes and to report what 
protective measures (if any) should be coutinued after the 31st 
March, 1939, the Goverument of India have stated that if the 
Board is satisfied in the course of its iuvestigations that the 
revenue surcharge on the paper protective duties is no longer 
justifiable, it will be at liberty to nlake its recommendatious in 
this bebalf in advance of its maiu report. 

2. The G9ver~ment of Indi~ in May, 1936, instituted a depart
mental enqUIry mto the questlOn whether the continuance of the 

D tal 
existing surcharge on the paper protective 

opartmen en- d t' I"fi d . f h quir,. 01 1936 u les was any onger Justl e III Vlew 0 t e 
. fact that the revised classification.. of paper 

gave the industry a not inconsiderable extension in the range of 
protection beyond that previously enjoyed. 

The reply of the Indian Paper Makers Association was that 
the l·e-eu...sincation merely widened the market but did not in any 
way increase the price realised by the mills for the paper they 
lll.muiactured. Their main contention was that the price of the 
bleadled qualities which formed the bulk of their pl'Oduction hau 
dt"Croosed notwithstanding the surcha.rge of 3 pies per pound, nnd 
t h"t the mills rooeivod from the Government of India in 1936-37 
for the paper supplied to them a price representing in the case of 
white printing a. reduction of I) pies per pound or approximately 
its. 58-5-0 per ton and in the case of semi-bleached printing ¥. pies 
I,er pound or approximately Rs. 52-8-0 per ton. Similarly in the 
geneml markets all over India, due to the importation of German 
paper subsidised by barter exchange and shipment of cheap Japanese 
paper, chieBy in the Bomhay market, prices had fallen since 1931 to 
8n extent greater thau the amouut of the surcharge. 
_ The Tariff Bonl'd in determining the measure of protection 

required postulated a works cost of Rs. 327 a. the avemge over the 
period of protedion hut stated that this figure w~ Rs. 2~ per !on 
higher th.\ll the figure estimated a8 the cost at whIch Indlan m.lls 
would ultimatelv be ahle to mauufacture. 

The ASSOt'iaiion routended that t_hoDl!'h their wor" costs had 
l,een brought down in 1936 to R •. 294 in the case of Titaghur, 



~ ll.ECOlWENDATIONS OF TARIFF nOARDS OF 1925 AND i931. 

Rs. 261 for Bengal and Rs. 301 in the case of the India l'apet· 
l'ulp Company, .till the over ... ll selling price realised in 1!J35-3U 
did not -justify withdrawal of the surcharge. The A.sociation 
urged that it would be inopportune to remove the surcharge as the 
original protective duty granted to the industr~· ,was rendered 

. nugatolY by the import of paper b.low the cost of production in the 
country of manufacture. They also pointed out that in spite of 
the surcharge the pI'ice charged to the consumer for Indian paper 
was lower than in 1930-31. In conclusion they urged that the 
question of surcharge be left over till the next Tariff Board enquiry. 

3. We entered upon our duties on December 13th, 1937, and 
issued questionnaires inviting paper mill companies to suhmit 

, , . facts and figures in support of any claim 
Tariff Board. enquu-y. for the continuance of the surcharge in 
addition to the general case for the continuance of protec
tion. We have completed a scrutiny of the I'eplies received 
and have examined representations of the Paper Mills Companies. 
We have also inspected representative mills manufacturing paper 
from pulp made from bamboo, grass and other in'digenous materials 
and are satisfied that we have sufficient data on which to come to a 
conclusion on the preliminary question of the revenue surcharge in 
advance of our main report. 

4. The Tariff Board of 1925 l'ecommended a specific protective 
duty of one anna a pound on most classes of writing and printing 

RecommendatioDs of 
Tariff Boards of 1925 
and 1.931. 

paper with the important exception of 
newsprint containing a high percentage of 
mechanical pulp. The same specific rate of 
protective duty for the same classes of paper 

was proposed by the 'l'arifi Board of 1931 which made the addi
tional l'ecommendation that a new duty of Rs. 45 per ton should 
be levied on imported pulp. These recommendations were accepted 
by the Government of India and embodied in the Bamboo Paper 
Industry (Protection) Act of 1932. Meanwhile a snrcharge of 25 
per cent., had been imposed in November, 1931, by the Indian 
Finance (Supplementary and Extending) Act of 1931 on reyenUe and 
protective duties which hnd the effect of raising the specific duty of 
1 anna a pound to 1 allna 3 pies and the alternative ad valo)'em 
duty of 15 per cent. to 18J per cent. The duty on wood pulp was 
also thereby increased from Rs. 45 to Rs. 56-4-0 per ton. This 
re"enue sUl'charge gave the paper indushy an additional amonnt 
of protection beyond the original recommendation of the 'l'ariff 
noard. 

The Tariff Board of 1931 examined the financial position 
of the principal companies for the period between 1925 and 1931. 
In the .cas~ of the l.'itagnu.r, Beng~ and India Paper Pulp 
Companies It found that. purlng the SIX years the average price 
reali.ed exceeded the w~l<s cost per ton of pR.per .made bv 
Rs. 105·35. RR. 76·62 and Rs. 127·05 respec.tively, which was 
considerahlv helow the figure of Rs. 149 per ton which the Tariff 
Board of 1925 calculated as the margin for overheads and profit. 



COMl'ARISOto O~' COSTS. 

lJf the five companies whose balance sheets were scrutinised three 
were on a regular dividend paying basis and had acnulllUiate,l 
reserves and another had eamed a BmaH profit, but was able to pay 
11 dividend of 3 pel' cent. only in Olle year. The remaining com
pany had paid no dividend and acculliulated no reserve but had 
sct aside an ade'lul1!:e amount f01' depreciation and had thus im
proved its position which had, before protection, been somewhat 
uncertuin. 

5. The following Table shows the surplus of prices realised 
Co . f ta over works l'Odts per tOll of pape-r Illude in 

mI'B"OOU 0 coo. the period lfJ31-32 to 19:36-37 compared with 
the period 1925-2G to 1930-31 f9r the three suwe companies. 

TADLE I.-Statement showing the sUJ'plus of 1n-ices realised 
works costs pel' ton of pap'" 'made. 

Titagarb Paper 

1031-22 
1932-23 
19:13-24 
1934-25 
1U35-36 
lU36-a7 
Average with duty at 

I anna 3 pies pCl' 
lb, 

Average for period 
1925-26 to 1930-21 
with duty at 1 anna 

Mills 00. 
n., 

107'30 
118'54 
107'00 
101-26 
106'59 
100'17 

10S'31 

Bengal Paper India. Paper 
Mills 00. Pulp Co. 

ns. ns, 
90'66 122'23 

100'88 113'59 
86'69 89'52 
69'98 99'57 

100'61 111'18 
113'68 108'93 

93·75 107-50 

per lb. 195-35 76'62 127'95 

over 

It will he ohserved that the mar!l'in was almost the .ame in 
the casc of the first Company, higher In the case of the second nml 
lower in the cJise of the tbird. 

We have e"amined the balance sheets of the five principal 
paper making companies for the J,eriod 19a1-32 to 1936-37. Two 
companies have incr."sed their ivitlellds very cousiderably and 
one which paid no dividends I,efore 1930-31 has paid diVidends 
runging from 4 to 6 pel' cellt. since 1934-35. Of the remaining two, 
one has paid dividends regularly though oil a smaU srale except in 
one year when alte1 ... tions in plant necessitated partial closure, 
and the other in four years out of six. AU companies have been 
able t,o increase t.heir reserves 8ud nlake provision for extensions 
aud improvements in their plant .which have already reduced the 
(,ORt of manufacture. 

6. The general improvement in the financial condition of rom
pani •• is no douht due to the additional amount of protedion 

Eft'l"l"t of revenue conseque!lt on the. revenue surcha!ge they 
6urcharge; bave enjoyed dlU'lllg' the last SIX years. 

We, therefore, caUed upon them to prepare 
statements showing the eliect of the removal of the surcharge on 



EEI"ECT oJi REVII:NUE suitCHAliGli. 

their financial ~osition. on the suppositi~n that if the surcharge is 
removed the pnce of Imported paper wlll fall to that extent and 
Indian mills be forced to reduce their selling prices proportionately, 
consequences which do not, however, necessarily follow, since the 
margin betweeu the prices of Indian marIe paper and illll.'orted 
paper widened to about 4 to 5 pies per lb. in 1937-38 agamst a 
normal margin of 2 pies. 

Table II shows the margin of profit realised and Table III 
the margin of profit which might hav:e been expected to be 
realised, if the revenue surcharge had not been imposed. In 
making the calculations in 'l'able III we have deducted the sur
charge of Rs. 11-4-0 per ton on imported pulp which has the effect 
of reducing the works costs to the extent to which imported pulp has 
been used. 

TABLE II. 

W.,r~8 
Realised 

Year. Overheads. Total. price Net Profit. COtits. 
E~.MiII. 

Rs. Rs. Rs. B •• R •• 

I "dill Pap" Pnlp 00., UJ. 

(Por ton.) 

1931·32 . . 318'77 85'94 404'11 441 36'29 

1932·33 . 324041 70·13 394'64 438 43·46 

1933·34 . 323·48 62'32 385'80 413 28·211 

1034·35 306·43 59'33 306·76 406 40-24 

1035·36 300·72 6l-26 36l-98 412 ijO'02 

1036·37 306-07 66-73 871'80 416 43-20 

TilafJhur Pup<r Mill, 00_ 

(Per ton~) 

1031·32 353-62 58,94 412-46 461-30 48·84 

1932·33 331-66 68·06 389'72 448·70 68-98 

1933·34 . 314-415 63·36 368-31 421-87 53-56 

1934·36 . 310-82 'taN' 368-16 412·07 43,91 

1036·36 308·26 62,63 360'88 416'80 64-92 

1936·37 309,29 49-49· 358,78 418-48 59'70 



Works Realised 
y ..... 

Costs. Overheads. TotaJ. price Net Profit. 
Ez-Mill. 

Ra. Ra. Ra. R •• Ra. 

Bongol Pop.,. Min. Co. 

(Por ton.) 

1931 337'99 43·" 381-43 428'66 47·23 

1932 · 311-90 42·07 353·97 412'78 58·81 

1933 · · 307-89 42'09 349·98 394'58 "·60 

1934 · · 307-13 47'57 354·70 377-11 22·41 

1935 276'77 49'26 326'03 377'38 51'35 . 
1936 · 264'98 61-17 316'16 378'66 62·51 



TARLE III. 
Deduction 

Quantity On account Work8 COlt Of the Percentage used in .urcharge of less IIUf-
y .... WorkJ Coit. of Imported tons per Ell. 11·25 charge on 

pulp used. ton of per ton on imported 
paper. Imported pulp. 

pulp. 

Ra. Per cent. Ra. Ra. 

India Pa~, Pulp Co., IAl. 

(Per ton.) 

1981-32 • :.: . 818·77 58'S' '583 6'56 812'21 
1932·33 • 824'41 W·33 -548 6-11 318'SO 
1933·34 • 823-48 64-SS *548 6'16 317'32 
1934-85 • . .. 306'43 4,-50' -446 6'02 801-41 
1935·36 • 300·12 2\1-12 ·291 8·27 2\)7'45 
1036·S7 • 306·07 .29'67 ·297 3'34 802'78 

TUagAIn' Paper Mil~ Co. 

(Per ton.) 

1931·82 • 853'52 48'81 ·488 5'49 848'03 
1932.-33 • 831'06 51)-49 '555 0·24 825-42 
19S5-34 , 3lf'95 015·69 '0167 IH4 809-81 
19M·35" 810'82 oIS-D7 '440 01'95 806'87 
1935-36 , 30ij-25 oIa'08 '430 4,34 803'41 
1936-37 • 80",29 26'82 ·262 .... 8Q6'46 

BWf1al Paper Milt. Co. 

(Per ton.) 

1931 887-99 69·69 -595 6'60 881'80 lil32 811·00 61,05 '620 6·86 806'06 1933 . 807-89 41-79 '418 ,·70 803-19 
1934 807'13 40'44 '404 4-54 302,69 
1986 . 276-77 17'07 '171 H~2 27·H15 , ... 264.-98 10'28 '108 1-16 268'82 

ReaUsl'd 
price leu 
surcharge O\'erbeadl. Total Coat. on paper 
at Hs. 85 
per ton. 

Ra. R,. R •• 

85'04 808'16 400 
70'13 8gs·"S 40S 
62'32 '879'04 378 
50'S3 360'74 87\ 
61·26 858-71 377 
65'18 368-46 880 

68'94 0100-07 0126'30 
68'06 Sij3'48 418,70 
58·86 868'17 886'87 
67·34 808·21 877-07 
012,68 856'04 880'80 
40-4\1 855'95 81:18'48 

, 
48·44 874·74 898,66 
42,01 848·12 377'78 
42'00 846·28 8(1)-58 
47'57 850-16 842'11 
40,26 324-11 842-38 
61-17 814,99 Si8-66 

-

Profit. 

R •• 

7'85 
14'07 

iO'26 
18·29' 
11'M 

19-88 
80'22 
28-70 
18'86 
24'76 
27'58 

18,02 
29-66 
14-80 

is'28 
28-67 

L .... 

R •. 

.. 
"1'64 .. .. .. 

.. .. .. .. .. .. 

.. .. 
'S'05 .. .. 

.". 

"'. 
'" '" '" " ... 
o 

'" ~. 
~ . 

'" d 
t< 

'" ~ 
E 
~ 



POSITION OF ESTABLISHED MILLS. 7 

. It will be observed that th .. realised margin of profit as shown 
In Table II never reached Rs. 64 per ton, the fair margin of 
profit estimated by the TariJf Board of 1931 in spite of the sur
charge and that in the fou,r years 1931-32 to 1934·a5 the reduction 
in works costs was less than the fall in the roolised price. Without 
the surcharge the margin of profit as ahown in Table III would 
h .. ve been generally smaH and in two cases have been converted 
into a loss. In 19a5-36 and 1936-37 cost of production remained 
almost stationary in the case of two mills but the Bengsl Paper 
Mill Company were ahle to efl'ect a further reductio!, owing mainly 
to the fact tha.! they were manufacturing less expensive grades of 
paper. On the other hand, there was a slight improvement in the 
realised prices .. The average margin of profit was, therefore, higher 
hut was less than. half the fair margin of profit estimated bv the 
Tariff Board. It is clear therefore th .. t .hut for the revenue sur
charge the average margin of profit realised by the mills would 
not have heen such as to give the return on the capital invested 
which the Ta.riJf Board considered reasonable, until 1937-38 when 
n .uh.tantial rise in the price of imported paper enabled them to 
rai.e their selling limits. 

7. The three principal companies, who manufacture paper from 
hamhoo or g1'l\SS pulp and whose combined output represented 85 pel' 

, . .. cent. of the totai production of paper in 
.Po.ntlon of estnbhshod 1936-37, agree that having regard to the 

, mlils. preselLt level of prices of imported paper t.he 
C"ont.innanre of the revenue surcharge is not necessary a.s a measure 
of protedion. The ot.her two companies are not in so strong a posi
t.ion and have pressed for the continuance of the surcha.rge as a 
nieasure of proteetion, They have in the periodunrler review useel 
lar,x .. qunntilies of injported pulp and eompnratively Ie." indigenous 
lllatprinl thon the' other three companies and have therefore a les~ 
st.ron/X elaim for pI'otedion. All the five companies have effecled 
suhst.antial ,'p,\twtions in their work. costs sinre 1930-31 and have 
fnrtllPl" p['onomieR iu vipw. Incren~es in pl'oc1u('t.ion hove also 
enahled t.hem to rednce the ineidenee of overhead char,xos. "'e shall 
denl 0.(, length with t.h. question of the cost of productiou· in our 
main report, 

A. regard. tbe prices of imported elns.es of popel' whidl com
pete wilh Inciilln mad. paper, the general tend ... "cy from 19:10-31 
was tn th~ downWArd dil'~('1ion. 'The reduC'tion in this period was 
just OV{1r G pips pf"f pound. Frem DeC"ember, 1936, howp-ver, a 
rist> hpg-nn in the prif'e of wood pulp n.nd a ('orreRponding- rise in 
tbe prie. of imported paper. In 1937-~8 the c.Lf. prire of im
ported 01 ... """, of pup.r which COOlpete with Indian mills' product. 
ha" risen &g'uin to the 19!1O-!l1 I."el. Raving r./!ard to the fact 
thu1 the cost of mUllufndu.re bu" h.en appreoiahly redured, we 
thilLk that the illdllsil'Y to-clay clOeR not now require additional 
protertion in the .hupe of the surrharge. Though recently there 
has lw ... n ~omf' l'p('t~~:-\ion in Pl'il'e-R. t.hrrf' dot·s not appear t.o be any 
]lrllhai>ilitv of n rnll in the priee of r-ontinental pap.r to the lev.1 
\oul'hetl dill'ing: the period of depr.ssion in tbe fin8ndal year 1938-39 



8 POSITION OF NEW AND RECONSTRUCTED lIILI.S. 

in view of the declared policy of foreign pulp making companies 
to maintain the price of pulp at an agreed level. 

The only difficulty that can be foreseen is the import of chap 
.Japanese peper. We understand that Japanese wood free printing 
paper was quoted as low lUI £15-10-0 per ton c.i.£. Bombay in 
1936-37 and sold at abo1llt 3 annas a pound. The selling price has 
recently been increa<led to 3 annlUl 6 pies per pound following the 
general rise in prices, but it is still well below the price of similar 
qualities of paper imported from Continental countries which has 
stood at not less than 4 annas per pound. We shall deal with the 
question of foreign competition at greater length' in our main 
report. 

S. The position taken up by new or reconstructed mills is 
different. They claim that in the early stages of production they 

Pooition of new and ~re likely to ~eet with difficulties which ~ll 
reconstructed mill.. Increase their costs and that they requue 

the surcharge as a measure of protection. 
We have examined such estimat.es of the cost of manufacture as 
have been submitted by them. In the case of one mill using 
gra .. the estimate is based on the experience of 9 months working 
in 1937. but 88 the miH has worked t<l less than a third of its full 
ropacity and has encountered special difficulties in obtaining its 
rRW material at a reasonable price, the present figures are not 
indirotive of future works costs. One new mill ueinj!' rags an<l 
waste paper has in 1936-37 declared a dividend on the capital 
invested which stood a.t an unusually ~ow fij!'Ul'e, as it was able to 
obtain second hand machin91'J at a very low price. The four 
remaining mills which intend to use bamboo or gra<ls for the manu
facture of pulp have not yet been completed. The estimates of 
the cost of production p1llt in by three of the mills are somewhat 
higher thaJL the present actual costs of established mills. But a. 
they are purely theoretical costinj!'s we eannot base our calculations 
on them. The estimate of the fourth mill is so high that we 
rannot accept it 88 reasonable. It is no doubt true that in tbe 
early staj!'es of manufaoture new milIs may encounter difficulties. 
On 'the other hand, they have profited by the experience o! th~ 
older mills and are 'able to instal the late.t type of machuwry 
whirh have proved to be the most suitable for Indian conditions. 
We see no reason whv their costs should prove to be higher than 
the avel'aA'e oo.t. of p.tablished mills as soon 88 tbey are able to 
manl1farture "1' to their desij!'ned capacities. But taking even 
tlIPir own estimates of costs, we are satisfied that the revenue.".nr
rhaTge is not required 88 a meas .. re of protection at the prevaIling' 
IHPI of prioes. 

9. Our oOI,ell1sion is tl',t the oontinuance of the revenue .ur
rhnl'O"e impoReR an l1uner.e!;Mrv burn en on the ron!mmer nt. the 

~ . present level of prioM and is not. jl1sti/ia1l1. 
noeommendntlon n. to as es.ential to the development of the inol1.-

!i!.\lTC'hm'p;p on pnpPT. • b" 11' ~ . t.ry. Ovel'-proteehon. ~slue~ enn! 11l~ 
TI1flnufacturers to TI1aintain prices at. a 'level whlrh IS I1n.falr t.<l 



. 
RECOMMENDATION AS TO SURCHARGE ON IMPORTED PULP. 9 

t.he consumer, may giv:e undue encouragement to tJ,e st.arting of 
furt.her new concerns wIth the consequent danger of eventual over
production which is not in the interests of the industry itseH, 
ooking a long view of its development. 

Our recommendation 'applies only to the protected classes of 
paper and not to the unprotected classes which are subject to 
revenue duty. . 

We consider it, however, necessary to add the proviso t.hat. 
adion should be taken under section 4 of the India.n Tariff Act of 
19!14 if the price of any class of imported protected paper should 
fall to the level which would render the protective duty 
ineffective. 

10. In regard to the surr.harge on the protective duty on wood 
pulp somewhat different considerations apply. Reduction in the 

. price of pulp is obviously to the advantage 
Recommendation as to of both established and new mills to the 

surcharge on Imported . . . A 
pulp e"tent to whIch Imported pulp IS used. ny 

. considerable reduction in t.he duty on im-
ported pulp might result in the substitution of imported pulp for 
pulp made from indigenous material •. but a reduct.ion by Rs. 11-4-0 
pel' t.on, the amount of surcharge, is not, in our opinion, likely 
to have this effect taking into eonsidera.tion the rer"nt rise in the 
world prir.e of wood p\~ and the redudion in the cost of manufac
ture of indigenous pulp sinre 1930-31. 'fhe danger of t.his un-_ 
desirable development is so small that the removal of surcharge on 
t.h. pulp duty mav sa.fely be recommended for the remaining 
period of protertion pending consideration of rhe basic amount of 
the protective duties which we lli>ay find to be necessary to recom· 
mend in our main r.port if continuance of proteotion for the paper 
industry i. found to b. justifiable heyond the !lIst March. 1939. 

H. C. SEN, 
SeCf'etary. 
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