
........ 

Report 
of 
Inter-Ministerial Group 
on 
Freight Equalisation of Commodities 

:ilENT OF INDIA 
• ,G COMMISSION 



Report 
()f 
Inter-Ministerial Group 
on 
Freight Equalisation of Commodities 

·GOVERNMENT OF INDIA 
PLANNING COMMISSION 
1977 



INTRODUCTION 

PART I Consideration for freight equalisation 

PART II Analysis of freight equalisation schemes 

PAsT III Freight equalisation of raw cotton 

PART IV Transport subsidy • 

Summary of conclusions aud recommendations 

Annexures 

Page 

1 

3 

11 

27 

S5 

u 

45 



INTRODUCTION 

In response to representations received from some State Govern­
ments, particularly from the Governments of West Bengal and Taruil 
Nadu, regarding disadvantages suffered by textile mills in these states 
on account of high freights paid on raw cotton, the Ministry of Conuuerce 
constituted a Committee in 1973 to examine the proposals for introduc­
tion of a Freight Equalisation Scheme for raw cotton. In its report, 
the Committee indicated that after considering the various implications, 
it found it difficult to recommend any freight equalisation scheme for 
raw cotton. It, however, suggested that when the Planning Commission 
undettook review of the policy of equalising the prices of important 
commodities throughout the country in light of the observations 
made in the Draft Fifth Plan Document, it might also study the sim;lar 
approach for raw materials for textile industry as a whole covering items 
such as cotton, yarn and other inputs. 

The Planning Commission, accordingly, set up, in June, 1975 
an inter-ministerial Group under the Chairmanship of Shri S.S. Mara the, 
Chairman, Bureau of Industrial Costs and Prices, with the following 
terms of reference :-

(i) To indicate the existing Freight equalisation policy for steel, 
cement, fertilisers, etc. 

(ii) To suggest. the broad principles to be taken into account 
in the adoption of the freight equalisation poliov, and 

(iii) In thi8 background to study the scope and feasibility of 
adoption of freight equalisation policy for raw cotton to 
encoumge the dispersal and balanced development of the 
cotton textile industry. 

The constitution of the Group is at Annexure I. 

The Groltp met on 2ilfh June, 1976 to con.~idcr the spade work to 
he clone for examination of the problem. It again JDet on 2nd February, 
1976 when t.he present report was finalised. The report is divided into 
four part.s. Part I discusses the vatious i•sues arising from freight 
ei}Ualisatiou policy and suggests broad principles to be taken into account 
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in the adoption of freight equalisation policy. The present freight 
equalisation schemes and their analysis is contained in Part II. The 
proposals for freight equalisation for raw cotton have been examined 
in Part ill of the report. Some of the members of the Group have 
drawn attention to certain special problems relating to some areas and 
essential consumer goods which do not directly concern freight equalisa­
tion, hut essentially relate to high incidence of freight for certain geogra­
phical areas. These h&ve been discussed in Part IV of the report. 



PAR'f I 

CONSIDERATION FOR FREIGHT EQUALISATION 

As an industrial process gen;rally leads to reduction in weight, 
the industry as a natural phenomenon emerges at the sources of raw 
material. However, there are tendencies to mo\ e the location of an 
industry away from the sources ofraw material when (i) the output 
is such that it has to be produced only where it is required to be con­
sumed, like construction and (ii) reduction in cost of producing the 
output elsewhere than at the souroe of main input, as a result of various 
advantages at thll new location arising from lower prices of other inputs, 
which exceed the net addition of transportation cost (arising from moving 
the input for a longer distance and saving on shorter transportion of the 
output). 

2. Theco~t. of ad vantages referred to above could beuue to a number 
of factors. Firstly, if the 'Weight loosing' in the manufacturing process 
i.~ negligible, it might become auvantageous to produce the output near 
the regions in which demanrl originates. Secondly, a region might be 
offering localisation ec01wmics achieved through the process of historical 
development of industries in that region, like transmission of skills learnt 
on the job, access to the pool of skilled 1>\bour, ease of communication 
of com:nercial impulses, existence of common service/facility centres, 
co:n n n f>tcilities, bulk buying/selling and the like. The size of these 
a-~~lomeration economies or e:.:ternal economies depends on the size 
of the clu•ter. The s'1m~ is true for industrial clusters that might have 
developed due to certain other f~tctors. Thus, the regions which, due to 
historical f11ctors or the entre,1reneurship of the loc11! Govemmentfbusiness 
commnuity, or even due to inter-linkage technological factors, have 
developed them~elves as industrial centres, offer considerable cost eco­
nomies to attract further investments. Thinlly, relatively more developed 
infra-structural facilities in certain regions would offer reduction in 
the co;t of production. Fourthly, the local entreprenemship also plays 
an im,:>ortant part in taking investments decisions. Fifthly, the freight 
stm0ture it~elf plays a p11rt i11 motivating location11l decisions. For 
exmnple, a high rail tariff rate for the finished product compared to 
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the raw m3.terial would tend to move away the location of industry 
from the source of raw material to the demand centres. Lastly, industrial 
licensing policies and needs for bala11ced regional development play an 
important part in locational patteras. 

The factors enumerated in this paragraph are only the reasons. 
which can explain the historical processes determining location. Not all 
these factors or policies lead necessttrily to optimal locations. 

3. A policy frame for freight equalisation need to be considered in 
the context of industrial development and industrial planning at the 
regional level in the Indian economy. Two points may be noted at the 
beginning. Industrial development is not the only instrument and per­
haps not even the most important instrument for regional development 
in the Inclian context. Thus for employment generation the question 
of viable agro-based planning may be considered as an impm tant one. 
This is not to deny, however, that indust.ry has some significance. The 
industrial sector has played an important role in the modernisation of the 
national economy and even in the· period 1960-61 to 19i3-7 4 its rate of 
growth in output, in the organised sector as shown by the CSO's index of 
industrial production is 5 · 5 per cent compound per annum, which makes 
it a leading sector. · Organised industrial production is, however, at 
considerable investment cost and this indicates that considerations of 
social efficiency of the national economy should be primary in terms 
of policy requirements. The second point to note is that freight equali­
sation is itself only one out of many policy measures which may be 
considered for the purpose offostering industrialisation along desirable 
lines. Public sector investment, industrial, licensing policies, priorities 
in term lending institutions, provision of infrastructure, research 
support policies and fiscal policies may be thought of as important 
instruments which can be used to gttide both the rate as well as the pattern 
of indu.•trialisatiou. l\Iany of these policy instruments can be operated 
differentially across states and freight equalisation is only an additional 
iustrument iu this coutext. The question for the policy maker is to choose 
relatively efficient instruments, to move along the desired directions. 

4. The framework of policy regarding the regional aspects_ of in­
dustrialisation caa be indicated ia terms of geaeml principles such as the 
pursuit of objectives of the realisation of dynamic social eflicienc:y 
principles. However, such general statements by themselves are not 
of great help in the evaluation of suitable mea3ttres for practical decision 
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making. Thus it is perhaps important to note the special features within 
which industrialisation has taken place in the inter-regional context in. 
India so that the policy framework can be outlined in the historically 
determined conte>.t. For this purpose we propose to give a brief out­
line of the inherited nature of the industrial economy before Indepen­
dcn•]e followed by a review of the developments that have taken place· 
subsequently. Finally, we propose to demarcate the features of a policy 
fmmework within which the question of freight equalisation can be 
snit>tbly considered. 

Industrilll Economy on the Eve of Independence 

5. Gadgill, Buchanan2, and relying on them i\Ialenbaum~~' 
and Daniel and Alice Thorner4 have outlined the salient features of the 
Indiall Economy to forces of international trade, the simultaneous 
openi1lg of internal tran >port arteries, expansion of primary production 
and the subsequent development of raw material based industries such 
as cotton textiles and plantations. These descriptive studies pinpoint 
the ll>t>'row loc:ttional base of each inclustry primarily around port towns 
and the raw nnterial supply centres5. Recently Bhagwati and Padma 
Desai sum up the hi>totical record of industrialisation by the statement 
that : 

"hcleed it is dubious whether despite the undoubted growth. 
and eli versific>1tion (however limited) 01 enterprise and 
indtiStrial investment through the niueteenth century and 
the indispu t>1ble prosperity of burgeouing centres such as 
Bombay antl Calcutta the overall impact on the Indian 
Economy was not anything more than perfunctor'y." 

The industrial e:~:pausion due to the impact of the World Wars and 
tariff protection, particularly on industries like cottou textiles, iron. 

l Gadgil, DR, Tlu~ lll.:lUBtrial E1.'0lution. oflndia 4th Ed, Calcutta; Oxford University PreBS 
195~. 

:1 Bucho.na.n, DH, Tlte Devel.opment of Capitalistic Enterprisu in India, reptint, I.ondC>n; 
Fra.uk CMS, 1966. " 

a ;,.ra.lenba.um, W, ProsptrJs far Indian Dtviopmrnt, London: Georgo Allin and Unwin, 
1962 . 

" 'rhornor, D and Thorner A, Land and Labour in lrvlia, Bombay : Asill Publishing Hoose, 
1067, Cb. 6-7. 

IS Op. cil., Ga.dgil, Chs. 2 and 8 



6 

and steel, cement, paper and sugar is well-known. However, the following 
()_Uote from the fuot C:MI adequately sums up the situation before In­
dependence : 

"the three m<tjor provinces (West Bengal, Madras and Bombay) 
account for 68% · of the total factory strength. Rice mills 
accounted for 31% of the factories, gene1al engineering for 
21% and vegetable oil mills for 11 %· These three industries 
in which the factories are generally small, accounted for 
63% of the factories in the 29 industries." 1 

•General engineering factories accounted fm 7 ·25% of the aggregate 
industrial employment in 1946 while the proportion was3·19% in 19292• 

l1hny of the general engineering 'factories' were in fact repair shops . 
. }(hlenbaum comments that : 

"After allowing for the expansion of service facilities and in coal 
output needed for the railway system, there was little evidence 
of industrial diversification. While each large textile 
factory was soon sunounded by a large number of machine 
repair shops these remained small scale makeshift enterprises 
and again nor did the advent of steel give rise to a modern 
machine building industry8• 

:Regional Aspects ot Industrialisation since i'ldependence 

6. Org~nised industries have been given a special focus in the planning 
process in India. This has meant th>tt they have been the leading sector 
of the growth process. In the decade of the 60s the organised industrial 
-sector grew to a compound rate of 9% per annum in the period of the 
Third P!.tn, 1· 5% per annum in the Annual Plan period and 4 · 5% per 
.annum in the Fourth Plan period, giving a cGmpound annual growth rate 
of 5 · 5%.per annum in the period 1960 to 1973. The Fifth Plan proposes 
to accelerate this development: Within this overall rate of growth, many 
regions of the economy, which had not inherited significant. industrial 
systems in the colonial economy have hy now estahlished fairly cliveisi­
:fied industri~l systems. At the end of Third Plan it has been estimated 

1 India, Government, First Oen•nu of MtJnu.faeluru, India, 1946, VoJ. I, Ministry of Industry 
.JJ.nd Supply, Dte. of Industrial Stati.etics, New Delhi, Manager of P11hlicatione, 1949, p. 7. 

'ClU, estimates for 1946 and Gadgil for 1929, op. oit., p. 274. 
• Op, cit,, pp. 163-54.. 
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that 1\lahara.shtra, Tamil Nadu, Mysore, U.P., Madhya Pradesh, Punjah, 
including Haryana and Himachal Pradesh, West. Bengal and Delhi were 
in that order the industrially most diversified States of India. Thus 
industrial develo1)ment had led to considerable pockets of diversified 
development, in addition to the development around port based towns 
before Independence. 

7. It may also be noted that in fact there is evidence to suggest 
that industries grew in spatial clusters. Thus for example a detailed 
analysis of the regional aspects of industrialisation for the year 1965 
suggests that amongst others the following industries tended to grow 
through space in simultaneous clusters : 

(a) Food proce~sing machinery, other electrical machiitery, metal 
products, conveying equipment, electric motors, steel, struc-
tural fabrications J · 

(b) Mining machinery, wagons and passenger coaches, pipes and 
tubes, other non-electrical machinery, castings and forgings, 
construction machinery, office machinery, electric fans, jute 
machinery and refrigerators, water coolers and air condi­
tioners 1 

(c) Artificial silk fabrics, chemical machinery, text.ile machinery, 
other textiles, dye-stuffs, cotton yarn ancl textiles. 

Thus it can be argued that in the regional context, industries have 
tended to grow with certain amount of ordering behind them. It can be 
clearly seen that (a) and (b) are engineering based clusters. Rowever, 
they are not associated with the growth of the iron and st.eel industry. 
This is a feature which has continued up to date as shown later in this 
Report and may be explained by the policies towards freight. equalisation 
in iron and steel. Cluster (c) is that of a textile based group of indus­
tries. 

A Policy Frame 

8. The considerable industrialisation since Inclependence has, 
therefore, led to important regional effects. However, the purpose of 
policy has to be to orient future development along desirable lines. 
There is much to be said for the proposition that given the cost of indus­
trialisation in a poor country, principles of dynamic social efficit•ncy 
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should be the guiding factors for industrial planning through space • 
Iu efficient industrial investment decisions, in tern1s of social costs 
would lead to the rate of output and savings growth being lower and would, 
in turn effect the growth of the poorer r~gions of the national economy. 
The purpose of the historical analysis was to show that the market 
itself, given a distorted received economy does not necessarily provide 
the correct indicators for investment decisions. However, the contrary 
principle that has to be emphasised is that such costly decisions have to 
be guided by considerations of long range economic benefits in rclation­
sltip to the social cost of the use of investible resources. This does not 
mean that the needs of less developed regions should be ignored. First, 
it has to be recognised that if industrial opportunities are looked at in 
terms of soCial cost perhaps, many disadvantaged regions, which may 
not be candidates for investments according to the indications given by 
current markCt prices, do in fact emerge as candidates for industriali­
sation progranune, on account of the resource advant~ges that they pos­
sess. The fact that Central Public Sector investments in the past have 
concentrated in areas such as Bihar, Orissa and 1\Iadhya Prade"h is on 
account of such considerations. Second, it has also to be recognised that as 
regards balanced regional development, the challenges lie in the area of 
employment, agricultural planning and public works. However, it re­
gards the planning of industrial investments in the organis~d sector, the 
following may be stated as general principles with a certain amount of 
vali<lity: 

(i) Prices of commodities and rates for services should reflect 
real costs (including real interest and foreign exchange rates) 
at the place of production and the place of consumption. 

(ii) Prices of homogenous goods should be the same at given 
location without regard to origin and should differ from loca­
tio!! to loca~ion. by the marginal cost of transportation if 
the commocltty ts transport~rl and at most hy that cost if 
not transported between two separate locations. 

(iii) The present discounted value of net returns from the invest­
ment at the optimal location should be larger than or equal 
to the present discounted value of the net returns from the 
sam~ investment project computed for any other location 
(basmg the computation on r~nl costs and interest). 
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'fhe viohttion of these principles results in wasting re,ources and 
in dimini,hing future savings and growth potential. The above princi­
ple~ requ!re for t_heir application the solution of long-term optimal inter­
regiOnal mdustrml development plan. Such a plan does not exist at 
present and, t,herefore, one may regard them only a providing gcneml 
guidelines for select,ion of policy, based on whatever analysis can be 
made with easily available data and on qualitative considerations impli­
ed from the above. 

9. However, a few features may be noted from the above discus­
sion. In general, a specific regional solution to investment deciaions in 
the industrial sector can be justified only if a particular region of tho 
national economy can be shown to have certain real economic cost 
advantages, analysed in social cost terms. Thus temporary disabilities 
on account of historically received disadvantages such as the lack of 
agglomeration and other economies, can be removed through well designed 
measures of industriaJ,policy relating to issues such as public and private 
investments, infrasturcture provision, as also fiscal and perhaps freight 
policy considerations. Second, it has to be noted that since the provision 
of transport is a real economic cost, in terms of rankings of policy instru­
ments, investments and other instruments rank higher than policies 
which tamper with decisions to transport commodities through space 
on primarily economic considerations. 

10. Besides freight equalisation for raw materialsand intermediate 
products, there has also been demand for introduction of freight equali­
sation for essential consumer goods. The Committee on Essential Com­
modities and Articles of Mass Consumption under the chairmanship of 
Shri Mohan Dharia, in its report submitted in December 1973, had re­
marked that "Backward areas always suffer for lack of communication. 
Transport charges are always a heavy burden over the poor people in 
such areas. It is, therefore, recommended that as far as possible, prices 
of essential articles and commodities, including inputs, should be the 
same for the whole of the country. Transport charges should be equitably 
spread so that the people residing in backward areas are not further 
penalised for want of transport facilities". Recently some of the States, 
particularly in the North-Eastern region of the country, have also re­
presented that heavy transport charges have substantially increased the 
prices of essential consumer goods in these states, and that there was a 
need to introduce freight equalisation in order to equate the prices of 
essential goods for consumers in various parts of the country. 
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11. There is a foro~ in these argwnents. Peopleresiding in those areas 
where tmn.,portatiou is costly due to laok of development of communi­
cation facilities, or due to geographical fuctorR, should not be pen­
alisecl through high price of essential commodities. It is, however, im­
port.nnt to ensure that freight equalisation schemes for essential consumer 
goods, if introduced, should be capable of bringing benefits to the con­
sumer and should be administratively feasible. It seems that freight 
equalisation schemes would be beneficial only if they cover those con­
sumer goods as satisfy the following conditions :-

(i) The item should be of essential and mass consumption naturet 

(ii) It should he an important constituent of the consumption 
basket of an average citizen, e.<pecially of the weaker section 
of population; 

(iii) Freight should account for a substantial proportion of the 
final consumer price in inaccessible at·e~s; 

(iv) The items should be subject to perfect market and stable 
prices so that the benefit of freight equalisation is actually 
transmitted to the final consumer. 

A number of commodities would satisfy the above conditions. The 
items on which freight equalisation has been proposed are kerosene oil. 
vegetable oils, soap, salt and pulses. 

12. It is, however, important to ensure that the freight equalisation 
for consumer goods is administratively feasible. A freight equali~ation 
scheme can generally apply only on rail transportation. If, however, an 
item is of mass consumption nature, a large part of it would be con,umed 
in the villages, and a substantial part of the freight for the final consumer 
would be in the form of road transportation by truck/cart. It is adminis­
tratively difficult to cover such transportation under fi·eight equalisation 
arrangements, unless the item is marketed by a monopoly public sector 
agency. Thus, freight equalisation can be considered on suuh conuno­
eli ties for which public di,tribution arrangements do exist on long term 
basis, or are introduced due to various considerations. 



PART II 

ANALYSIS OF FREIGH'l' EQUALISATION SC'HEl\IES 

Freight Equalisation Schemes 

13. At present, frl'igltt equalisatim\ schemes are opeutted it\ case of 
pig iron, steel, cem,•nt., petroleum proclucts and nitrogenous fertilisers. 
The schemes are opemtcd through establishments of self financing futu\sf 
accounts through which excess amounts paid/short payments on despatch 
of the items as compare<\ to the equalised freight arc paid or credited 
as the case may he. The Railways receive freight chargl'S at the normal 
tariff rntes mvlas such do not incur any losses on aocount of these schemes. 
The weighted avl•rnge expPndilure on freight based on the expected lead 
distances and the corresponding tariff rates are estim .. ted in advance 
to be added to the ex-factory prices and to provide bases for operation 
of freight equalising fmv\s. Whereas there are specific frieght equalisa­
tion funds in case of irm\ ancl steel and cement there is a joint pool for 
fertilisers which finances equalisation of freight as well as of sale prica 
based on payments on domestic purchases and imports of nitrogenous 
f,•rtilisers. The freight equalisation schemes generally cover ruil freights,. 
though they have been extended to cover transportation by road, spe­
cially where rail transport facilities are not available and road transport 
is costly. For example, in case of iron and steel, all despatches to parties 
in Imphal, Kohimu, Agartala and all destinations located on the National 
Highways between Path1mkot, Jammu, Srinagar and Annntnag. 'fLe­
Hailway freight upto destination rail station plus tl'llnsportfout agency 
charges are also atljusted from the equalisation fund. Similarly, in case 
of despatches to As.,am by rail·cum-rh·er route, the rnil/rivcr freight aml 
handling charges are adjusted from the fund. In case of cement, the des­
patches made by road are also reimbursable from the fund on the basis 
of grnc\ecl mte structure. For all destinations for hill areas like Simla,. 
the freight rcimbursenwnt is given upto three times of the distance by 
mil. For destinations in eastern areas of Assam, u dumpluts been created 
at J ogigho)>a wlll're hulk movement of cement is aficcted by rail and fur­
ther movenwnt is done by road, and freight reimbursement is given upto· 
HiO% of the corresponding rail freight. ' 
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14. The freight equalisation scheme for petroleum products, which 
was introduced in 1969, is rather limited in its score. At present there 
.are 9 refinery ex-storage pricing points in the country and 4 secondary 
pricing points at ports. These 13 points are fairly distributed over the 
country. A consumer is entitled to purchase petroleum products from 
any pricing centre which is nearest to him. In case of any imbalance in 
supply from a pricing centre, the consumer purchases the items from 
other centres, but the excess freight that becomes due as a result of 
purchase from a distant point is charged through a pool, which is financed 
by a freight pool surcharge of Rs. 15 per kljtounes levied on all the 
petroleum products. The cost of transportation from the nearest pricing 
point up to the actual consuming point has, however, to be borne by the 
consumer concerned and its incidence varies depending on the distance 
between the pricing point and the consumption point. 

15. Besides the officially managed freight equalisation schemes, 
freight equalisation is also undertaken by variousindustriesfmanufac­

turers in their own interest so as to capture national markets and/or to 
eliminate competition. Under such arrangements, list prices are fixed/ 
quoted on f.o.r. destination basis. An indicative list of some such items 
is at Annexure II. It is not necessary that the total sales of these products 

is on equalised freight basis, as only some of the manufacturers might 
be fixing their All-India f.o.r. destination list prices. For example, in 
·case· of cotton textiles only well-known mills which have established 
brand preference for their products follow this policy, whereas a large 
number of less known mills, or those who have not been able to establish 
identity for their products, sell their output in wholesale markets, and 

distribution from this point onwards is subject to freight charges as 
might be applicable depending on the destination. 

16. In certain cases, prices are controlled by Government and are 
.determined on f.o.r. destination basis. Drugs and controlled cloth are 
two such examples. In such cases, the average freight actually paid by 
the manufacturers during a base period, suitably adjusted, is added to 

the ex-factory prices to dete1mine· the f.o.r. destination uniform selling 
prioe under the control scheme. 
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Railwa:v freight Structure 

17. Partial freight equalisation is also undertaken by railways 
through freight structure. The equalisation is undertaken on two fronts 
·(i) through telescopic freight by which short distance traffic subsidises 
long distance traffic, and (ii) through differentiated freight on various 
commodities, though this differentiation is not necessarily to subsidise 
freight on more essential commodities, but is mainly based on commercial 
principles and differences in costs of transportation. 

18. For the purpose of goods tariff, commodities have been classi­
fied under 29 classes, and the freight rate varies from commodit.y to com­
modity according to the class to which it belongs. The base scale corres­
ponds to class 100, and the other classes are expressed as percentage 
of the base scale. The 29 classes range from 32·5 to 150, and the actual 
freight rate for a class is determined as percentage of the basic scale i.e., 
100. Again the telescopic freight structure provides that the average 
freight rate per km goes down progressively as the distance increases. 
This arrangement has, therefore, an in built adjustment by which long 
distance haulage is subsidised by short di$tance haulage. The base scale 
{for class 100) rates at different distance ranges are shown below:-

Freight Rate Index No. 
Distance (Km!!.) (Paise p!O'r km per 

quintal) 

1-40 3•26 100·0 
41-100 . ' 1•62 66·8 

101-250 !•31 40·2 
251--500 1•14 35·0 
.601-800 1.07 32·8 
801 1200 I·or 31·0 

1201-1800 0·90 27.6 
1801-UOO 0•68 20·9 
2401-3000 0•46 13·8 
3000 and over 0·28 8•6 

It would be noted that compared to the freight rat~ on distance U_Pto 
4~ Km. the freight rate for haulages for 1000 kms. IS only one thud, 
a'l.d is less than one-tenth for haulages beyond 3000 Kms. 
MfB(D)l89DofPOommisoion 
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19. Besides the basio rates, the freight is subject to certain sup­
plementary charges as well. The present freight rates including sup­
plementary charges, for goods in wagon load, for certain classes, and 

distance ranges, are shown below1-
• (Ra. per tonne) 

Dill•noo (Km>) 

35 60 87·5 100 115 158 

1--40 7·8 8·5 9·3 11·8 15·8 17·8 20·0 25·2 

116-100 12·3 13·7 15·1 19·3 27·0 30·5 3•·7 "·I> 
291-300 23·1 25·9 28·8 37·5 53·2 80·· 89·1 89·3-

491---500 32·8 38·8 ·1·0 53·7 78·8 87·3 99·8 129·· 

891-700 43·3 49·0 5'·8 71·9 103·2 117·5 13,·8 17•·& 

976-1000 58·8 8··3 71·9 9'·8 136·4 155·3 178·1 131· 2: 

1976-2000 9'·2 107 1 120•0 158·8 230·1 262·4 301·2 391-1~ 

2951-3000 117·2 133·8 149·8 198·5 287·9 328·5 377·3 491·1 

3951--iOOO 129·2 147·3 165·2 219·0 317·8 382·7 418·8 542·3 

4951-5000 141•2 180.9 180·8 239·5 347·7 396·9 455.9 593·5 

I . 
Non :-Theil rate• ::t ~hllive of additioul aapplementary charges leviable on good• traffic 

(with oertai.De o4etiou) with effect froml-""1976, a.ttherate of ts% for traffic booked 
opto and intloS.i'fe of 600 Ktn~and of 10% for d.ist&ooea beyond 500 Kma. 

It would be seen that when distance of haulage increases from 40 

Km to 4000 Km or by 100 times, the freight charges increase by 16 times 
(for class 35) to 23 times {for class 150). Similarly rates for class 150 

are 3 · 2 times (for shortest distances) to 4 · 2 times (for long distances 
the rate s for class 35 commodities. 
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20. In 1974-75, the average freight per tonne earned by the Railway 
wasRs. 50·35and theaverage lead was 699 Kms. This shows that 
average freight was paid by commodities in classes 45-50. The oom. 
modities have been classified under different tariff classes on various 
considerations including their specific characteristics such as heavy 
weight, volume, inflammability, value etc. The goods tariff classi· 
fication for certain essential commodities, is indicated below;-

32·5 
35 
37·5 
40 

42·5 

ti 
•l1·5 

5!·5 
55 
57·5 

!611 

65 
70 

7o 

8> 
87·5 
95 

!OJ 

l()j 

115 

ou cu .. 
Wheat, rioe, Jowar, bajn 
Paddy, pulato, ooal 

Ilom 

Salt (other bho for ohelllioal industriee), Sugaroane 

Domoa~io Ooke, Hard Coke, lroa Ore 
Oh~mioa.l manurea divilioa 'B', S~lt. for obem.ioal indWitrios. 

Glll, M:.nganese ore, und.limee~nt, dolomite 
Cement, Soda ash, OheJD.ioalraaaure~ diriaiou. • A' 
Pig Iroa 
Agricmltural implement. 
S11ga.r, Khand ... ri, paper, boob, N:ewaprint, bamboo, •ood 

Edible Oil, Bl .. l Insoll, Load lqoll, 
Soap. keroHne Oil, J•tte (ptesaed), die11el oil, liqaid fbel 

Battory .alii, Hidea ud SkinJ,zlinc, ingot1, eleotrio moton, allwninium ingot. and 
ahoot.e, machinery oflker •han eleetriol 

Hllrrioa.ne La.nt.ern, drop, IW1Il1 and heaia.n olotb. 
VanMpati, Cotbon Cloth, oo .. oon r•w (preued) Iron ud Steel itellll 
~hdioinel, tea., oolfoe, Mioo, ora.dt> oil, induatrir.l &loohol, wood ·raw (preuod), oolour.-, 

anddyu. 
Footwa~~or (lao.ther rubbar), bioyole tyrea a.nd tnbca, 1ta.tionery, Jute (unpreued). hidee 

& skio.a (ta.nne:i) eynthetio a.nd rubber m~~oo.ufa.et111'81, eleotrio fans 

Wool ra.w {b'llf pressed} gla.uwa.re, Sulpburio aoid 
Sefoty ma.tohea, cotton raw (unpressed), petrol. lubricat·iDg oil 

It would be noted that the essential items are distributed among 
various classes, and the extent of subsidisation of freight of such items 
would be rather limited, It is the telescopic freight structure that pro• 
vides relief on long haulage. 
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Inoidenoe of Fraillht 

21. The incidence of average freight rate on the various items, in­
cluding those covered by the Freight Equalisation Schemes, vary consi­
derably ranging from almost nil to over 60% of the price of the pro­
duct. The following table sUlllmarises the position for the items under 
the Freight Equalisation schemes as well as some other major product 
for which rail freight data are available for the year 1973-74. 

22. It would be noted that the average incidence of n·eight in case 
of item covered by freight equalisation schemes range from about 5% 
in case of urea, to 21% in case of cement and pig iron. However, there 
are also some items for which freight equalisation schemes do not exist 
where the incidence of freight is quite significant, the most important 
item being coal. In case of this item the average freight in 1973·74 was 
lts. 23·55 per tonne as compared to the ex-colliery price of Rs. 43 
38 per tonne for Grade A and Grade I coal giving a ration of 55 and 
62%. It would also be noted that the average lead distance is not necess­
arily longer in case of those items covered by freight equalisation schemes 
as compared to the other items. Thus, in 1973 -74 the average lead for 
cement and fetiliser was of the order of 635-753 Kms. but in case of 
pressed cotton, aluminium sheets, paper rubber products cotton manu­
factures, tea, soap and soda ash, the lead distance ranged between 1200-
1800 Kms; it was as high as 2600 Kms. for raw rubber. 

Avflrap:e WbQ)cealo Avcmgo Avfjr&ge 
rail freight price al!ll freight ae load in 

)lora pBid in In Oot. 73 por eont of 1973-74 
1073-74 (Re, tomte) wholcaale (Kme). 

(Its. !<>nne) prioe 

(I) (2) (3) (4) (5) 

•• C': 

I. FrtighJ 8quali•ei 1lem4-

1. Pig Iron 
(a) Bllollio Pig Iron (Standard) 86·00 410·00 21·0 1017 
(6) Foundry No. 1 516·00 16•7 1017 

I, Steel 

(o) )!ild S!<>el • • 1338•00 8·7 1017 
(b) Sbeete (Biaok H.R.) 1471·00 8·0 1017 
(o) G.O. Bbeota • 117·00 2360·00 6·0 1017 
(d} Strootural• • 1196·00 9·8 1017 
(c) Dan and rod1 exolud1ng 

ft&t114 mm 1201•04 9·7 1017 
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(1) (2) (3) (~) (B) 

3. Cumont 48·16 224·62 21·4 636 

4. l•'ortilizor (Uron) 40·00 879·00 4·0 763 

n. Otlter ltcm.B-

a. Colli 
(1J) Grado A 23·65 43·20 64•6 662 
(b) Grado.! 38·00 61·8 662 

6. Su~u.r 72·62 2486·40 2·9 963 
7, Sul(l\fOO.no • 6·35 80·10 6·9 47 

(UP minimum price) 
8. Aluminium (Shuet) 117·78 8610·00 1·4 1217 
9. Wbito printingpa.pur 86·05 21l60·00 3·4 1702 

10. SoW. .. b (ligb') 69·49 801·00 7·8 
(Broad gA.u~o) 

1383 
ll, ll.uhbur orud.o tmJ ro.w 210·14 5000·00 • 4·2 2001 
12, Rubber products 149·08 1760·00. 0·9 la66 
13. Cotton mllnufa.oturua o.nd 

othor price gootl11 IM·08 16000·00° i·O 1373 
14. Too. 156•00 eouo·oo• 2•6 1089 
W. Sollp 99·21 6000·00• 1•7 1234 
US. Cotton ( Pressl'd) 140'34 sooo·oo• 1•8 1492 

•(Indioo.tivo price} 

23. 'l'he main effect of freight equalisation schemes is to reinforce 
the resomce based clmracter of the 'weight loosing' industries and to 
ofl:'er protection to the industries using the freight equalised inputs th11t 
arc located far away from units manufacturing them. An attempt 
has been made to estimate the extent of such protection provided by the 
freight equnlisntion schemes for fertilisers, iron & steel and cement for t.he 
consuming units established at different tlistltnce ranges of lead dis­
tomces. ·The potentiul benefit of equated freight of raw cotton accruing 
to the cott.on textile industry in di!Ierent regions htts al~o been estimated. 
The details may he seen at Annexure. III. The main results are sum­
marised below. These conclusions, however, need t.o be treated as ten­
tott.ivc due to n<rious reasons; they are only broad indication of mag­
nitude,, 

(i) Freight equalisation in cnse of fertilisers reduces the intensity 
(>tt which profits are maximised) of application by about 0·2 
kg of ammonium sulphate at the distnnce of 250 kms from the 
snmce of supply, the dose remains unchungrtl at a distance 
of 500 kms; but it gradually inercases with the lt•acl risiug 
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to nearly 1·3 kg at a distance of 2,000 kms. However, even 
at this distance, this additional application of ammonium 
sulphate is equivalent to only 1% of the dose. This shows 
that the net effect of freight equalisation on intensity of 
applications is not quite substantial even at long distances. 
Moreover, the actual ferbiliser application in different areas 
depends on adequacy of supplies and ability of the 
farmers to mobilise adequate finance and other comple­
mentary inputs like irrigation, pesticides, high yielding varie­
ties, etc. 

(ii) Five selected groups of steel consuming industries have been 
studied. The results show that even for steel intensive 
products like structurals, the benefit of freight equalisation 
is positive only for leads exceeding 1,000 kms and would 
be just about 2·6% of the price when the lead distance is 
2,000 kms. In case of high value added products like 
machine tools, the freight equalisation benefit is only 
0·3% of the price for leads in excess of 2,000 kms. 

(iii) The impact of freight equalisation on cement and steel 
on construction costs is more or less the same for commercial, 
residential and industrial buildings. The construction cost 
is reduced slightly only at a lead of 750 kms; the decline 
in costs is of the order of around 6% when the lead distance 
is 2,000 kms. 

(iv) For construction of industrial steel structures, freight 
equalisation raises costs upto the lead distance of 750 kms. 
There is a slight reduction in construction costs when the 
lead increases to 1,000 kms and the reduction in costs is of 
the order of2·5% of the outlay for a lead of2,000 kms. 

(v) The potential benefit of freight equalisation on cotton tex­
tiles is quite small, It is positive only for leads exceeding 
1,500 kms and works out to 0 · 5% for a lead of 2,000 kms. 

It has not been possible, however, for us to examine the effect of 
freight equalisation on location decisions in terms of the impact on pro­
fitability, since the required data is not easily available. HoweTer, in 
general, even low differences in prices and costs can have some times 
fairly Biifiillcant impacts on profitability differentials, which of course 
are the ultimate determinants of location and investment decisions for· 
prQit Jllaximising entrepreneur~. 
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24. The following_ table shows the despatches of cement during 
1974 under the freight equalisation scheme :-

Transpor:ation of cement in 1974 
(Lakh to= .. l 

From To North Eaat West -South Total Despatobee 
to 
other 

regiou 

0·3. 21·1 0·3 
22·7 1·8 

25·3 0·? 42•1 16•8 
12·0 34·7 50·8 16·2 

North 20·8 
Eaat 1·8 21·0 
West 13·6 2·6 
South 3·0 1·2 

Total 39·1 24·7 37·5 35·4 136·7 35·1 

Reooipta from other 
regioDJ 18·3 3·8 12·3 0·7 35·1 

25. It would be noted that out of the total despatches of 137 lakh 
tonnes in 1974, intra-regional despatches accounted for 102 lakh tounes. 
·Of these, only about 25 lakh tonnes were moved for distances beyond 
the average lead, requiring freights more than the average of Rs. 41·1 
per tonne. The inter-regional despatches were of the order of 35 lakh 
tonnes, bulk of which were for longer distances. In all, 58 lakh tonnes, 
representing 42% of the total despatches, were for longer distances, 
which would have benefited from the equalised freight. The extent of 
benefit, however, varied, depending on the distance involved. The 
following table shows the tonnage of cement moved as per frequency 
distribution of the advantage, measured in terms of the percentage excess 
'Of actual freight than the equalised freight:-

Exceu of actual over the average 
freight (per oent) 

0-ll 
5-10 

·10--20 •. 
20-30 
30-70 
70-80 
80--100 • 
Above 100. 

Lakb tonne1 

6·3 
18·0 
8·2 

11·6 
2·6 
6·1 
0·6 
6·9 

Total 68.0 
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Out of 58lakh tonnes as much as 43 lakh tonnes benefited by less. 
than 30% of the equated freight. About 6 · 9 lakh tonnes, equivalent 
to 5% of the total despatches of cement, benefited by more than 100% 
of the. equalised freight. 

Lead distances and Originating Tonng'e 

26. Data on quantities of freight equali,ed items . transported 
by rail are available for 1,973-74. Such data, together wtth that for 
raw cottons are summarised below to indicate the average lead distances, 
proportion of quantities carried beyond the average lead distances, and 
the originating tonnages for the year 1973-74. 

Iron and Steel . 
Cament . 
Fertilisers 
Coal . • 
Cotton pressed 
Cotton unpro89ed 

Railway lead distances in 1973-74 

Lead dist..'\noe Proportion carried Origina.ting- tonnn~e 
Km. beyond lead dis. (lakh tonne!4) 

ta.nooe (per cont) 

1017 
035 
753 
662 

1492 
770 

54 
39 
38 
40 
61 
26 

92·8 
100·2 
63·2 

473·8 
4·0 
0·6 

It would be noted that among freight equalised items steel is sub­
ject to long haulages. Again more than hnlf of steel is transported to 
distance beyong the average lead, compared to less thnn 40% in case of 
the remaining two items. Tonnage-wise as well steel accounts for 
9 · 3 million tonnes, compared to 10 million tonnes of cement and 5 · 3 
million tonnes of fertilisers. 

27. It would also be noted that cotton (pressed), which is not subject 
to equalised freight, is moving much longer distances on an average, 
more than twice the average leads for cement and fertilisers and about 
50% more than in case of iron & steel and a larger proportion (more than 
half of the originating tonnage) is transported to distances beyond the 
average lead, as compared to less than 40% in case of cement and fer­
tilisers. Of course, the above data would not give a correct picture in 
regard to cotton, as quite a large proportion of cotton is transported by 
road, and only such quantities are transported by rail as have to move· 
long distances. 
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28. In t~is context, the following table showing the availability 
of the _above Items (production plus imports) and originating tonnage· 
on rail m 1973-74 (and also in 1966-67) may be seen:-

ID66-67 1973-74 
r- --. .-- ....... 
Avail- Origina.- l'roportion Avail- Origin&.• Proportioll 
ability ,. of a.vaUa- ability ting tr'l.· of avail-
(lakb t~o bility (lakh ffio (h~kh ability 
tonne e) (lakb tra.DB· tonnea) tonnee) trans-

tonnea) po .... d r,rted 
by rail y ro.il 
(per cent) (per CPDt)· 

Iron anrl Steel 119·6 97·8 81·7 115·8 92·8 88•2 
Cement 111·0 88-9 80·1 147·0 100·2 68·2 
Forbili&At"J 45·2 35·1 78·0 61•8 (53·2 86·0· 
Coal. 709·0 462.9 65·3 812·0 472·8 58·2 

Cotton 10·4 4·7 45·2 11·2 4·5 40·2 

29. It would be noted that only 40% of cotton is actually moved by 
rail; and the rest is transported by roads, perhaps for short distances. 
In case of the three freight equalised items, however, almost the total 
transportation except to places not connected by rail, takes place through 
rail. Even· when the transportation by road in competition to the rail 
would have been economic, the rail transportation would have been re­
sorted to in view of procedures for operation of the freight equalisation 
schemes. Only in case of cement where the freight equalisation scheme is­
also open for road transportation that only two/thirds of the traffiP­
is carried by raiL It is, however, possible that the above estimates of' 
proportion of availability transported by rail are on the high side, as it 
would be possible for an item to enter originating tonnage more than once 
particularly in case it is not sold directly by the manufacturer to the final 
consumer but has to be moved initially to either the distributor, or the 
regional warehouse, antl then to the consumer. 

30. Comparison ofthc originating rail trdlic for 1966-67 and 1973-
7 4 shows that in case of steel and fertilisers, the proportions moved by· 
rail have increased during seven year period. Rail transportation has gone 
down in case of cement hut that is mainly due to liberalisation of the 
scheme to cover transportation by road as well. However, in case of the 
two items, cotton and coal, for which freights are not equalised, the propor­
tions of transportation by rail has gone clown. This is also true for rail 
transportation of manufactured goods in general. Whereas index of 
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mdustri:1i production shows an increase of 32% in industrial output 
between 1966-67 and 1973-7 4, the tonnage (of manufactures) carried by 
Railways remained almost un-changed-29·0 and 28·5 million tonnes 
respectively in the two years-showing reduction in the proportion 
.carried by Railways, 

31. Since freight equalisation schemes offer uniform prices to the con­
sumers located in different parts of the country, it would normally result 
in increasing the average haulages. In this context statement at Annex­
~re IV showing the average distance by which different commodities 
nave been transported and average freight rates since 1960-61 may be 
.seen. The following table Sllffimarises the data. 

A vera.ge lead distance 
Kmo. 

Rates per tonne Km (paise) 

,... .... 
1960-61 1966-67 1973-H 1960-81 1966-67 1973-74 

·------ -----. 
Tron a.nd Steel 697 958 1017 5·99 6·55 8·12 

Cemont 377 468 635 4·72 5·39 6·29 
Fertilizers 675 753 4"72 6·29 

·Coal 593* 540 562 2·58 3·12 4· 19 

Cotton (p,.....d) 1182 1492 8·80 9·44 

Cotton {unpressed) 1086 770 8·61 11·70 

Overall good111 traffio • 561 578 686 3·87 4·71 7·18 

It would be noted that between 1960-61 and 1973-U the average 
lead distance increased substantially, by nearly 70%, in case of cement 
.and by46% in case of iron and steel as compared to only 22% on au ave­
rage for all rail goods traffic. Data for fertilisers are available from 1966-67 
{)nly; between 1966-67 and 1973-74 the increase in average lead for fer­
tilisers was rather moderate, being of the order of 11%. In case of raw 
cotton (pressed) which is not subject to freight equalisation scheme, the 
average lead distance also increased by 35% between 1966-67 and 1973-7 4; 
it is, however, important to note that the lead distance for unpressed 
·cotton has gone down substantially between the two years, viz., from 
1086 kms to 770 Ions, or by 29%. Moreover, 60% of cotton is transported 
by road for relatively short distances. On overall bases, ther~fore, lead 
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distance for cotton would not have gone up substantially. Similarly 
in case of coal, another important item outside freight equalisation scheme, 
the lead distance has shown only marginal variations since 1962-63. The 
data analysed by the Committee on lead distances in relationship to freight 
equalisation policies, suggests in a fairly marked manner that the freight 
equalisation policies of the Government have had an effect in increasing 
the real transport costs to the economy and also by subsidising freight 
encouraging locations of activity at points wher!l they might not have 
sprung up without such policies. 

32. The distribution of traffic originating with railways in respect of 
important items for the ye~r 1973-7 4 according to the distant range may 
be seen from the following table : 

(in per cent) 

Dishnoe Kms (Average lead) Iron a.nd Cement Cbemica.l Coal R•w R&w 
St.eel Fert.ilisere Cotton Cotton 

{ptesaed) (unpresa. 
ed) 

(1017) (636) (763) (662) (1492) (770) 

1-240 10·0 17·8 16·0 43·3 0·6 38·6 

241-499 13·9 31·2 26·0 13·3 3·8 23·1 

500-799 9·8 27·3 24·8 14·9 14·0 16·4 

800-1299 • 27·8 16·6 17·8 18·5 14·8 16·4 
1300-1899 30·6 4·7 15·2 7·7 46·8 7·7 

1900-2399 7·8 1·6 1·0 2·1 11·8 

2400 and aleove 0·8 1·8 0·2 0·2 8·2 

Total 100·0 100·0 100·0 100·0 100·0 100·0 

It would be seen that the range of the hauls varies from product to 
product. Substantial proportion of traffic in cement, coal and raw cotton 
(unpressed) was in the nature of short and medium distance up to 500 
Kms. On the other hand, about 58% of the despatches of iron & steel 
were moved for 800-1900 kms and an equal proportion of fertilizers 
were hauled for 500-1900 kms; similarly about 47% of cotton (pressed) 
was transported for 1300-1900 kms and almost 95% over 500 kms. 
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Dispersal of Industries 

33. The main effect of freight equalisation schemes would normally 
be to move the production of the item nearer the soruces of raw material 
on the one hand, and to disperse the location of the consuming units on 
the other. Data on iron & steel and fertilisers has been examined in this 
context. It, however, needs to be emphasised that freight equalisation is 
not the only factor responsible for dispersal of consumption. There can be 
a number of policies which either support the above trend or arrest them 
with the result that the net effect can, in some cases, be different than 
what an individual instrument is expected to achieve. 

34. There is some evidence to suggest that the pattern of use of iron 
& steel has ruulergone a change in the recent past. The data on despat­
ches of s:tleable steel at Appendix V show that the share of each of the 
5 States near the major steel plants (West Bengal, Bihar, Assam, Orissa 
and :Madhya Pradesll) was less in 1973-74 than 10 years earlier, thoul(h 
the extent of reduction is rather limited being 6 · 2% of total supplies 
in the country. However, it would be noted that the share of some of 
tho other major steel using States, particularly Maharashtra and U.P., 
has also gone down somewhat. This shows a dispersal of the steel using 
industries not only away from the States in which steel plnnts are locnted, 
but also from some DthPr major users of steel. The change in the pattern of 
consumption of iron and steel has naturally resulted into changes in the 
share of different States in production of various engineering items. 
'!'he decline in the share of West Bengal in the engineering goods sector 
during these years has been dramatic. On the basis of data available 
from Annual Survey of Industries the Committee has witnessed marked 
changeSin the share of certain States so far as the engineering industries 
arc concerned. For example, in the case of steel castings industry the 
share of West Bengal has witnessed a marked decrease. Likewise in the 
railway wagons industry the share of M:tharnshtra and West Bengal has 
decreasecl considerably during tho period 1963-1970. This decrease in. 
the share these States has obviously meant an increase in the share of 
other States. The fucto1·s which have brought out these changes are many 
and complex. It would not be correct to concliHlo that this change in 
I"egional pattern of production is only due to freight equalisation schemes, 

35. Share of different States in the production and consumption 
of nitrogenous fertilisers is shown in Annexure VI. Annexure VI slwws 
a number of merging trends. Firstly, the production of fertilizer is now 
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more widely dispersed than earlier. Consequently production has now 
moved away to such States which have the potential for conHumption as 
well as the resource base. Rajasthan, Bihar and Orissa accounted for 
over h~tlf of the production of fertilizers in 1966-67 but share only 8% 
of the all-India consumption; the share of these State~ in 1974-7~pro­
duction had come down to only 7%. Other Stn.tes like UP and AP, which 
consume large quantities of fertilisers, have been able to increase their 
share in production. However, there are some States which consume 
substanti,,l quantities of fertilisers but have not been able to attract the 
fertiliser industry due to lack of natural resource base. Relatively low 
despatches for long distances may also be seen from the following table 
which shows share of different regions in total despatch of freight e<jua­
lised fertilisers (Urea, Ammonium Sulphate and CAN) during 1974-75. 

Por oont to toto.l doapatohea 

Doapatobod Cont.rn.l Eaat North South Welt, 'l'otn.l 
From To 

-----·------------
Central 20·5 2·2 0·9 3·0 26·5 
Eo.at 1·2 20·4 0·1 21·7 
North 0·9 5·0 1·0 13·8 
South 2·7 ll·O 0·0 23.3 
W011 14·6 14·6 

ToLal 28·6 25·3 6·8 ll·7 27·6 100·0 

36. It would be noted that only 27% of the fertilisers is transported 
intra-regionally, that too mainly in neighbouring zones. Contrary to this 
conclusion, data in para 34 shows average lead for fertiliser inoreaseu by 
11% during 1966-67 to 1973-74; that is so because Railway data illcludes 
imported fer tilisers as well as fertilisers other than those which are sub­
ject to freight equalisation. 

37. The following conclusions may be drawn from the foregoing ana­
lysis : 

(i) Freight equalisation is not limited to officially admini8tered 
schemes (i.e. pig iron, steel, cement and fertilizers) hut is 
being implemented by a number of industriesfnumufaotures 
in their own interest, and is also built into some of the price 
control schemes. 
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( ii) Incidence of freight in case of the administered schemes varies 
from 4·6% in case offertilizers to 21% for pig iron; however, 
the incidence of freight is also quite high for items for which 
freight is not equated-it is as high as 55/62% for coal, but 
varies between 4 to 8% for other essential items like 
sugarcane, soda ash and raw rubber. 

(iii) The average lead is much longet or some other eesential items 
like cotton cloth, tea, soap, soda ash, aluminium and rubber 
than the items covered by freight equalisation schemes. 

(iv) With the exception of perhaps cement, freight equali8ation 
schemes appear to be only marginally effective as a device for 
reducing the competititve disadvantage of unfavourable 
locations. Even when the lead is more than 2,000 km, the 
price advantage as a result of freight equalisation is only l% 
for ~;tmmonium sulphate, 0·3% for machine tools, 2·6% for 
structurals and 2 · 5% for steel structures; it is only in case of 
construction cost that freight equalisation for cement and 
steel reduces the costs by 6% fotlead distance of 2,000 km. 

(v) Even in case of cement, comsumers of 60% of cement des­
patched in 19U, subsidised the consumers of remaining 40% 
despatched to longer distances-in fact it was only 10% of 
cement that would have paid 13% more of the equalised 
freight, and only 5% which would have paid double the 
equalised freight. 

(vi) In case of freight equalised items, the proportion of production: 
transported by rail has increase since introduction of the 
scheme. Simultaneously the average lead distances of majority 
of these items have increased considerably durin~ the 
peri,Jd. 

(vii) The share of States around major steel mills in the total'· 
consumption of steel seems to have gone down during the 
past decade, Consequently the engineering industry presently 
is more dispersed than earlier. 

(viii) Fertilizer industry has shown a tendency to regional 
dispersal inspite of freight equalisation. A number of factors. 
woulcl be responsible for this trend. 
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FREIGHT EQUALISATION OF RA. W COTTON 

38. There are regional imbalance between production and consumption 
ofrawcottonin the country; asaresult some of the regions pa1ticulally,. 
Punjab, Haryana. and Gujarat have emerged as surplus States, whereas 
Tamil Nadu, West Bengal and U. P. are the net importers of cotton. 
Spindle capacity with consumer base has also been set up in vari()US 
States like Assam, Bihar, Orissa, West Bengal, Kerala and Pondicherry 
whioh do not grow cotton; In this connection, the following table showing 
regional sha.re in production a.nd consumption of raw cotton may be seem 

Per cent abarea 

P-roduction of cotton CoDJum.ption of Surplus Cotto11. 
in 1972-73 cotton in 1973 

1. Qujarat 25·6 18·3 +7·2 
2. Mabaraahtra 19·4 2.")·4 -6.1t 

· 3. Punjab 18·7 2·6 '+16·lt 
•· H~.ryana 7·8 2·2 . • +i·IJ:. 
5. Tamil Nadu . 8·0 16·7 . . -1t·7 
6. Kamataka 7·7 4·6 - • +l·lt 
7, Madhya Pr&d6!11h 6·1 4•9 +I·lt 
8. Ra.jMthan 5·3 3·6 . 

+1·7 
0. Uttar Pra.des).. 0·7 5·9 -6·2 

10. West Bengal . 6·8 -6·8 
11. Andbra Pradesh 2·1 2·9 -0·8 
12. Others 8·7 7·6 -6·8 

Total • 100·0 100·0 

39. Cotton textiles has a wide consumer ba.se. Most of the States, have 
therefore, set up spinning capacities. Nevertheless with four exceptions . 
the spinning capa.city is conoentra.ted on cotton growing Sta.tes. Th; 
inter-state movement of cotton, however, accounts for 40% of the 
total cotton production in the country which enters into the rail traffio· 
of this a.bouthalfhave alea.d distance of more than 1400 kms. Moreove; 
theinter-regional movement of cotton does notdepend only ondeficits. 

27 
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but also on cotton mixed used. Even surplus States do import certain 
varietiesofcottonnm; locally grown so as to produce required counts of 
yam. 

I.c:cidence of Freight on Raw Cotton 

40. Cotton accoants for a large proprotion in the market price of 
cotton cloth. However, the proportion varies from mill to mill depending 
. on· the prices of cotton actually paid, quality of cloth, extent of processing 
and distribution arrangements. The BICP study of cotton textile industry 
in 1973 showed that at the then cotton prices, cotton accounted for 
52-60% of the ex-factory prices of grey fabric. Contribution of different 
element in fair prices for grey fabrics was as follows : 

In Rs. per kg. of grey fabrio 

Element of Lhe cost 

Groupo! Cotton Connt of 
Yarn 

Cotton Spinning Weaving Return Total Per cent 
share of 
Cotton 

I 4•85 0·96 1·83 0·42 8·06 60·1 

II 6·22 1·12 2·18 0·49 9·01 67•9 

III 6·68 1·60 2·72 0·58 10·48 64·2 

IV 6·10 1·76 3·10 0·66 11·62 52·2 

v 7·03 1·97 3·62 0·73 13·22 62·9 

VI 7·82 2·26 3·77 0·81 14·65 63·4 

41. If the cost of processing which ir.cludes celendering, bleaching, 
dyeing, printing, mercerising, sanforising, finishing etc. are taken into 
account, the proportion of the cost of cotton in the finished cloth will 
correspondingly decline to even 30-35%. An9, if marketing costs of 
25-30% and excise duty are also taken into account, the proportion of 
cotton costs would go down to 20-25% in case of printedfsanforised 

. cotton cloth. 

42. Freight charges on raw cotton vary from mill to mill depending 
on the location of mills, place and terms of purchase of cotton. Generally 
cotton purchased is made through agents on spot delivery on F.O.R. 
basis, Spot price includes payment on acount of transport, sales tax, 
octroi, brokerage etc. upto the marketing centres. For outstation pur-

. chase mills bea.r freight and transport charges for bringing cotton to their 
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godown. The mills located in ·cotton growing areas, therefore, have 
lower incidence of freight·on cost of cotton than those located away 
from the growing areas. Since terms and markets of purchase are not the 
same even the mills stationed at the same place, freight charges vary 
considerably from mill to mill. 

43. Incidence of freight and transport charges in cost of cotton in cer­
tain selected mi!ls taken up by the BICP during the investigation of cotton 
tex:tilesisgiveninAunexure VII. The data relates to 1970-71. It would 
be seen that incidence of freight and other transport charges were lower 
in Ahmedabad mills than in mills at Bombay, Porbander and Indore. 
Ahmedabad mills paid freight charges at Rs. 2 ·20 per quintal, 
Bombay mills at Rs. 5 ·51, Porbander mills at Rs. 19 ·25 and Indore mills 
at Rs. 28· 31. Since mills procilred different varieties of cotton · from 
different places and at different terms, thefreightchargc-s varied even among 
mills located at the same station. Ahmedabad mills generall:l' purchases 
cotton locally and, therefore, enjoyed freight advantages. Since 20 FSG 
cotton is grown in Punjab, Manjushry mills at Altmedabad had to 
pay Rs. 20 per quintal as transport charges on this variet). The 
wide variation have also been noted in transport ch;n·ges for the same 
variety of cotton used by n1ills at the same station; this is due to difference 
in terms and market of purchase. In general, the freight accounted for 
about 0 · 4-5·0% of the cost of cotton for different mills. On an averae-e 
rail freight, accounted for 1·8% of cotton cost in 1973-U. ~ 

Cost of Cotton in Production of Cloth 

44. Cost of cotton depends not only on the freight on its movement, 
but on a large number of other factors as well. Various cotton textile 
mills adopt different system of purchase of cotton. Some mills purchase 
in local market or in big cotton centres like Bombay and Almledabad 
through commission. agents/brokers. Other make their own arrangement 
for purachse of cotton from the growing areas. Agents/representatives 
of some mills collect samples and send them to the mills before finalising 
the deal, wl1ile others make on the spot purchases on the strength of their 
experience and visual observation. Quite a number of mills make pur­
chases through inviting offers from traders/agents. Some mills have their 
own ginning and pressing factories and buy kapas instead of cotton. Some 
mills buy more than their requirement and trade in cotton. Top manage­
ment person~el of some mills are coUllected in one way or the 
otht-r with cotton trading firms, or giiDling factories. Some of mills 
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belonging to large industrial houses have arrangement for centralised 
system of cotton purchase which, no doubt, enhance their buying power. 
A financially stronger mill, therefore, takes full ad vantage of market 
conditions as it can wait till it finds market price to its advantage. 
Weaker mill on the other hand may be working from hand to mouth 
and may have to be in the market all the time and pay high prices. 

45. Lack of standardization of different varieties of cotton is also 
responsible for imperfection in cotton market. Varieties of cotton grown 
in different areas have different fibre properties. For a given variety, 
quality /staple length and grade may vary from area to area and even 
fromalottolot. The quality of cotton is generally ascertained by physical 
varifioation rather than on scientific basis. Thus the prices of the same 
variety may vary according to the judgement of the buyers. 

46. The differences in purchase price of cotton naturally results 
in wide variation of cost of cotton in the cost of some count. of yarn manu­
factured by mills. Besides differences in purchase prices, the differences 
in costs of cotton may be due to certain technical factors like condition. 
of machinery, efficiency of working and optimality of cotton mix. The 
BICP investigation of cotton textile industry (1973) showed that the 
cost of cotton per kg. of yarn commonly spun by 30 mills for which compa­
Iable data was available varied upto 30% ns may be seen from the 
following frequency distribution :-

·---·---·------···-
Count o£ Yarn Nnmbet of mill' for which the cotton coats arc in cxcus of the lowest coats 

upt.o the following parcentage rafll!e. 

0 1-lii% 6-10% 10-15% 15-20% 20-30% Above 

- ·- ------
I( 2 3 4 

20 2 2 

22 2 2 

2{ 3 1 

25 3 5 

30 4 

~0 1 3 

7 ' 12 18 4 7 ' 
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47; It would be noted that the model range of. dey-iatioll from the 
minimum costs for the same count was 10-15% and the median.co~t 
difference was 11% above the minimum. Oft he 54 cost figures_, 15 exceed-· 
ed the '?-edian by theran~e of ll-2?%.a!ld'7 'by the range· or'21-:io%: · ,_ 
The fretght element; wh10h was varted upto 5% and !).Verages to 2% was 
thus only one out of a large number of factots reHponsible for differences 
in cotton ·costs of different mills. 

Price Fluctuatioll& 

48. Cotton prices fluctuate violently from season to season, from 
month to month and even from seller to seller and buyer to buyer in the 
same market. 1\l:tharashtra and Gujarat nre the two principal cotton pro­
ducing areas. The 1\taharashtra Cotton begins to arrive in the market in 
October-Novembet. Gujarat Cotton follows dmingthe next two months. 
Cottons from the other parts of the country also start moving in. As a 
norm'tl seasonn,l phenomenon, cotton prices should tend to move down 
till January-March and increase thereafter by about 2% per month as 
carrying cost. But in reality this never happens. In many years, the prices 
remain very high and even move up during the production season depend­
ing on speculation regarding output, demand awl future prices. During the 
last four season the variation between maximum and minimum monthly 
average of index number of wholesale prices of raw cotton ranged between 
46-56%. The sea~onal flnotuations of monthly average of index number 
of wholesale prices of raw cotton during the cotton seasons 1966-67-
19'11-75 may be seen below:-

Cotton SeMon 

(Sept.-Aug.) 

1066-67 
1067-68 
1968-69 
1969.70 
1970-71 
1971·72 
1972·73 
197a-74 

974-75 • 
(Sept.--June) 

Ma.ximum montbly average 

lndetll Monlh lndt~ 

136·0' July, 129·5 
160·:9 Dco. 126·0 
173·0 Aug. 154·6 
194•8, July. 161•'z. 
262•6 lan. 182•7 
248'8. Sepb. 158·6 
272•0 Aug. 174·4 
397•0 Aug, 271•6 
410·9 Sept. 278•4 

Minimum moQtbly Porccnta.AO 
a.verage exceaa of 

ma1imum 
over 
minimum 

Mll!llh 

Ootober 5·0 
SeLtembcr 24.7 
Fo mary 11·9 
November 20·8 
September 28·3 
June 55·9 
September 55·0 
S~tember 46·2 
June 47•6 
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49. Besides wide se&!!onal fluctuations, there are significant variation im 
prices paid by the mills for the same variety at the same time due to im per­
fection of cotton market. B&aed on data collected during the BICP in vesti­
gations Annexure· VIII gives data on prices paid by different mills for 
three p~pnlar varieties of cotton (Digvijay A, C02 and L 147) in Feb. '70 
and June. '70. It would be noted that the lowest and highest prices paid 
by the mills in the month of February ranged between Rs. 458-593 per 
quintalfor DigY"ijay A, RS. 502'--536 for C02 and Rs. 501-603 for L 147: 
similarly in June '70 they varied between Rs. 508-610 per quintal for 
Digvijay A, Rs. 500-616 for C02 and Rs. 485-583 for L 14 7. Thus margin 
between lowest and highest pric~s paid by diffetent mills in the same 
month wasashighas20-29%. Even the prices paid by the same mills 
for the same variety in the same month varied significantly. For 
instance, purchase price of Jl;Ianjushri Textiles ranged Rs. 458--560 for 
DigvijayAinFebruary, 1970givinga margin of20%. Such large varia­
tions were partly due to price fluctuations during the month and partly 
due to differences in qualities of cotton, terms of purchase and purchase 
auangements. It was, however, noted prices varied by even 5% during a 
single day. 

50. The proposal for freight equalisation for raw cotton netds to be 
considered in the light of the foregoing analysis and the consideration as 
indicated at the end of pa.rt II. · 

In. this context, the following points may be specifically noted: 
' ,_, I , 

(i) ,Cqtton textiles is an ess~ntial items of mass consumption nature 
and therefore any scheme for equalisation of freight on raw 
cotton would contribute towl),rds equalisation of the prices of 
cotton telltilcs among various consumers in tlw country. 

(ii) However, the market for cotton textiles is highly imperfect. 
There are a large number of varieties of cotton cloth; the 
marketing margins' vary widely from place to place, from 
market to market and evell! in the same market from oue 
consumer to another or from one variety to another. . Under 
the circumstances; lt is do~btful if any benefit from the 

. equalisation onraw cotton will be felt at the consumer stage 
unless that benefit this substantial. ' · · 
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(iii) Cotton market itself is highlY imperfect and subject to various 
. pulls, pressures and spe~l~tj~n~~' Psfchology .11-nd expecta· 
·tiona of traders, grci,;...ers and mills play a vital r.ole in . dllter· 
mining prices resulting into: ail imperfect market situation • 
. The prices under such ciic~rristaJi:c<i• do not move in a rational 

.· and consistent manner. ).l'hus ~he fl~~tuations in p~i~e~ tJ 
raw cotton have been as· high: as 5f,% during a 12 month 
period price paid by ~ifferent niills during the same month 
varying upto 30% and ev«m.by_th~ same mill upto 20% . 

. '• ' 

(iv) Besides the prices of raw cotton, the cost of cotton for the 
same quality of yarn varies from mill to mill depending on 
:tlte management efficiency, conditions of machinery and 
other technical factOis. Thus the cost of cotton for the same 
uouni of yarn varies upto over 30%. 

(v) On the other hand the incidence of freight on movement of 
cotton from one region to another is not in excess of 4-5% 
of the cost of cotton even for long haulages and would be less 
than 1% .in most .cases, The freight equalisation which 

. can rednce the ·cost of cotton in areas far removed from 
cotton growing areas by only 1-2% cannot, therefore, be 
an important factor to encourage setting up of textile 
industry in those areas. · 

(vi) Prices of inputs of textiles other than raw cotton vary from 
State to State. There aye particularly wide variations in 
·costs of utilities and wages. . 

{vii) Administration of freight equalisation ofraw cotton is also 
likely to pose a number of p~oblems. Only 40% of the 
cotton production is moved by rails and the balance is moved 



by road. Unless t~ere is monopoly purchase at the growing 
areas,freig~t equalisation can hardly be implemented. More­
over cotton is, grO,)VIl on farms. It is subject to large 
number of specifications which cause criss cross movement 
depending on variety of clofh required to be produced in a 
mill. Under these circumstances, freight equalisation can 

'. 
hardly be satisfactorily administered. 

51. Undertheabovecircumstanoes, any freight equalisation scheme 
for raw cotton would be inadvisable. 



PA.RT IV 

TRANSPORT SUBSIDY 

52. The proposals for freight equalisation for essential consumer 
goods have been discussed in paragraph 10-12 of Part I. These p!'O­
posals specially refer to the high incidenoe of transportation cost of 
essential goods consumed in inaooessible/baokward areas. Attention 
has also been invited to similar difficulties faced by small-scale units 
situated in similar a.reas. · The problem in regard to the high transporta­
tion cost arises mainlv under the following circumstances :-

( i) The consumption centres/small units are far removed from the 
rail-head 

(ii) The consumption centres/small unit.s are situated in hilly/ 
inaccessible areas and road transport is relatively costly. 

(iii) Transportation to specifio parts of the country is under­
taken in a costly mode as a result of Government decision. 

The above special circumstances impose inequitable costs on con­
sumers/industry. Solution, however, does not lie in introduction of 
freight equalisation s~ht~mt> on all-India basis, as only a small proportion 
of consumers are involved, What in fact is required is subsidisation of 
such high transportation costs. Subsid) can be financed through a 
number of means specially the following :-

( i) Public Exchequer 
( ii) Cess ou production/consumption ofthe item concerned through­

out the country. 
(iii) The surcharge on rail freights on the item concerned. 
(iv) Limited public distribution arrangements so that excess 

transport cost is equitably distributed in limited areas. 

53. Though the subsidisation of costly transport in limited areas 
is not one of the terms of reference on the committee, nevertheless, as 
the problem has often been raised in the context of freight equalisation 
the committee deemed it fit to bring these proposals to the notice of the 
Government for theit consideration. 
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54. The Industrial Policy Resolution, 1956 stresses that essential 
infra-structure facilities like supply of power and water transport facilities 
and raw materials are steadily made available to the areas lagging behind 
industrially so that disparities of development between different regions 
are progressively reduced. Over the last decade or so a number of State 
Governments have taken up schemes for industrial development of 
backward areas and also set up industrial development corporations. 
Besides, certain incentives relating to octroi duty power and water 
rates etc. are offered by most States for promotion of industries in 
backward areas. According to a decision taken in February, 1973in the 
implementation of licensing policy the Government will ensme that 
licence decisions confum to the growth profile of the Plans and that 
techno-economic and social considcrtions such as balanced regional 
development and development of backward areas are fully reflected. 
There are 246 districts spread over the various States and UTs which 

. have been declared backward areas and are eligible for 0oncessional 
finance. Out of these, in 102 areas/districts the Centre provides an 
outright grant or subsidy on fixed investment. While the scheme was 
announced in August, 1971,. the rate of subsidy has been raised since 
March, 1973 from 10% to 15% snbjeot to a maximum ofRs. 15lakhs 
for indu~tries taking effective steps on or afte1· March, 1973. Again, 
out of these 246 backward areas, 92 are covered by the Rural Industries 
Projects. · · 

55. Under the Transport subsidy scheme, subsidy is given by 'the 
Centre equivalent to 5~% of the transport costsofindustrialraw materials 
as well as finished products between certain specified ·rail beads and 
the location of new industrial units and the exi.~ting units undertaking 
substantial expansion or diversification. This subsidy is applicable to 
the industrial units (barring plantations refineries, and power generating 
units) both in the public and private sectors and also cover small, 
medium and large scale industries. This subsidy is applicable to the 
followinl! States/Union Territories. 

1. Jammu and Kashmir 
2· Assam 

3. Meghalaya 
4. Nagaland 
5. Manipur 
6. Tripura 
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7. Arunanohal Pradesh 

8. l'IIizoram 

9. Himachal Pradesh 

10. Hilly districts of U.P. 

11. Andaman and Nicobar Islands 

12. Lakshadweep. 

56. The transpmt subsidy is obviously appl.icable to very limited 
.meas mostly confined to the suh-Himalayanregion. In order to provide 
'adequate facilities for growth of industries in backward areas all oYer the 
oCountry. Government might consider extension of the transport subsidy 
to another back"War·d d;stricts, specially those which are not connected 
by raiL Although several other facilities are available in these back­
ward areas yet one of the major impediments is lack of cheaper trans­
port. M•ny of these backward areas a1e not cmmected bv rail and con­
seqe~en tly the transport costs are high. l\Iany of them have got local 
resources which cannot properly exploit as transportation costs for. 
marketing their products in areas where the products can be sold are 
prohibitive. Similarly in certain areas small units might be set up to meet 
local demand though raw material may have to be transported from 
other regions. Transport subsidy on finished goods for resource based 
units and on raw material for consumer demand based units in 
backward districts will go a long way in dispersed growth of industries, 

:particularly in the small scale sector and thus be an important step in 
meeting one of the aims of the Industrial Pe>licy Resolution, 1956 to t}.e 
·effect that disparities in the level of development between different areas 
are reduced and the industrial base, specially in tl1e small seal~ sector 
becomes more broad based. Initially the scheme might be operated for 
•certain selected items ofra\v matcrial,lfini!W.ed goods which are important 
from the point of view of cost structure, and for which freight. subsidisa­
tion would be useful to offset locational disadvantages. 

57. The analysis by the Committee in general tends to suggest 
that Freight Equalisation by itself is not a optimal policy for achieving the 
Qbjective.q of the b>tlanced I'egional development or even that of balanced 
industrial development in socially optimal m»nner. In view of this, a 
xatioaalised system of location hased on comparative advantages of 
<l ifferent regions will need to be evolved over a period of time say a decade 



or so. For sponsoring a particular type of industrial activity at specific­
location measures like licensing, fiscal and other incentives rather than 
generalised policies of transport subsidy should be the major considera­
tion. The aim should be to phase out the withdrawal of freight equalisa­
tion scheme over a period. 

Essential Consumer Goods 

58. Certain essential co=odities and items of mass consumption 
like salt, soft coke, edible oils, vanaspati, laundry soap, pulses, kerosene 
oil, cycle tyres and tubes are being sold at higher pr-iees at places which 
are not well covered by the railfroad transport than is the case in well 
connected and easily accessible urban and rural areas. These areas are 
in particular which suffer on account of high transportation costs are in 
the whole of sub-Himalayan region and certain othex backward areas. 
like Andaman and Nicobar and Lakshadweep. From the viewpoint of 
equitable social justice and welfare ofthepoorer sectionsofthe society it is. 
extremely important that essential commodities and items of mass. 
consumption are sold throughout the eouutry at more or less the same· 
price. In any case, it is highly inequitable to make people in areas 
like North-Eastern Region, parts of Himachal Pradesh and J & K 
State or A & N Islands to pay JUuch higher prices. The main Leason for 
such a higher variation in prices is the high rate of incidence of transpOita­
tion costs. 

59. Salt, being a basic necessity for every man, should be available 
to every borly at almost the same price throughout the country. But 
salt is sold in North-Eastern parts of the country at prices which are 
a few times higher than the price paid by a consumer in Delhi, Patna or 
eveu Calcutta. This is due to two main factors :-

(i) High roarl transportation costs in hilly and inacrcessible areas;; 
and 

(ii) Becllusc of Government's decisions, due to heavy pressure on 
dem:tnd for wagons to rationalise transport of salt from 
Western coasts to Calcutta and of coal from Calcutta to. 
Western coasts by using coastal shipping which, otherwise 
was uneconomic to ·have one-way haulage of coal front 
Calcutta region to Western region. · 
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Cost of coastal shipping has also· increased recentlv due to increase in 
, prices of fuel oil and port handling charges which hav"e further added to 
the cost of salt adversely affecting the consumers in the North-Eastern 
region. This will fUI"ther aggravate the situation when Haldia port goes 
into operation. The consumers in all the North,Eastern States may 
then have to get their salt requirements only through Calcutta. The follow­
ing table shows the comparatively high cost of transportation of salt 
by coastal shipping as compared to salt moved by rail upto Calcutta. 
Upcountry consuming centres in north-eastern regions will have to face 
additional cost of rail transportation from Calcutta, if they are to be 
supplied salt by coastal shipping through Calcutta. 

Per Bag or 75 Kg. 
(lnRa.) 

From Go.ndhidh&m From Tutlcorin 

By rail Byahip By rail By ship 

I. Originating Prioe (FOR/FOB) • 5·62 5•62 5·96 7·27 

2. Transport 7·60 7·02 7·62 6·39 

3. Inoidenta.1a (Stevedoring Port, iDliUr&nce) 2·53 2·53 

Total 13·12 15·17 13.60 16•19 

60. In the case of other essential commodities and items of mass 
consumption the problems of freight are of same nature as is the case 
with that of salt. Perhaps more so because many of them do not pass 
through the organised trade and transportation as is the case with salt •. 
Some such essential commodities are soft coke, edible oils, vanaspati, 
kerosene, pulses, laundry soap. Perhaps in all the sub-Himalayan areas, 
A & N Islands, Lakshadweep and some other backward areas pay much 
higher prices foe these essential commodities and other items of mass 
consumption than is the case with their counterparts elsewhere in the 
country. 

61. There are also wide variations in the retail prices of kerosene 
which is very vitally important lighting material for the poor people 
particularly in areas which are not electrified. The variation is on account 
of the four tie: distribution system involved in the sale of kerosene oil 
and also because of the high cost of transport.ttion in areas which are 
not well connected by rail and road transport. These four tiers of 
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'll.ist.ribution are oil companies' the agents, wholesa.lcrs, s~mi-wltolesalers 
.. and retailers. At present, the oil companies have only 140 depot-s from 

which supplies are made to the agents or wholesalers as against 3400 
recommended by the Dam-le 'Commit-tee. In case the oil companies 

·have a depot each in all Tehsils/Talukas at least in the backward areas, 
·the need for agents and wholesalers or semi-wholesalers may be completely 
eliminated. This would obviously reduce the distribution costs and help 
_people in the backward areas to get· kerosene.oil at a cheaper price. 



SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS 

62. It has been su,::gested in Part I that in planning for industrial 
investments in the organised Rector the following principles might be 
taken into account: 

(i) Prices of commodities and rates for services should r~ficct real 
costs at the place of production and at the place of consump­
tion. 

· (ii) Prices ofhomogen.ous goods should be the same at the given 
location with regard to origin and should ditfcr from location 

·to location by the ma1·ginal cost of transportation. 
(iii) The present discounted value of net retnrns from the inYest­

ment at the optimal location should be larger than, or equal 
to the present discounted value of the net returns f1om the 
same investment computed for another location. 

63. As regards to consumer goods, it needs to be recognised that the· 
consumers in the backward areas should not be made to pay high prices 
due to lack of transport facilities. A freight equalisation scheme would 
however, be beneficial only in the following circumstances :-:-

(i) The essential item under consideration is an inlportant consti­
tuent of the consumption basket of an average citizen specially 
of the weaker sections of population. 

(ii) Freight should account for a substantial proportion of the 
final consumer price in inaccessible areas. 

(iii) The item should be subject to perfect market and stable 
prices so that the benefit of freight equalisation is actually 
transmitted to the final consumer. · 

(iv) The freight equalisation should be administratiyely feasi­
ble. 

The last condition is particularly important. If an item is of mass 
consumption nature,' a large part of it' will be consumed in villages, and 
consequently, a substantial part of the freight would be on road transport 
uptothevillages, whichcanhardlybe covered by a centralised freight 
equalisation scheme. Under such circumstances, fi·eight equalisation can 
be considered for commodities for which public distribution arraDgements. 
exist, or are introduced due to various considerations. 
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64. It would be noted from Part II that besides the officially ad­
ministered freight equalisation funds, freight equalisation is also im­
plemented by a number of industries/manufacturers in theh own interest, 
The incidence of freight on an average, is not necessarily high for the 
items covered by freight equalisation schemes (i.e., pig iron, steel, 
cement and fertilizers) as compared to some other items (e.g., coal 
and some other items like soda ash, raw rubber, sugar-cane); nor the 
average lead distance for these items is much longer than for the essential 
items like cotton cloth, tea, soap, soda ash, aluminium and rubber. The 
analysis also shows that with the exception of, perhaps, cement, freight 
equalisation scheme appears to be only marginally effective as a device 
for reducing the comparative disadvantage of unfavourable locations, 
and that even when the lead is more than 2,000 kms, the price ad vantage 
as a result of freight equalisation varies between O· 3% for machine tools 
and 2 ·5% for steel structures. It is only in case of construction costs 
that the combined effect of fteight equalisation on cement and steel re­
duces the cost by G% for lead distances of 2,000 kms. 1\Ioreover, even 
for cement where a distant consumer gets maximum advantage f:tom 
fwight equalisation, it was only 5% of cement consumption that actually 
paid half of the freight under the freight equalisation scheme, than what 
would have been paid otherwise. The analysis also points out that there 
are indications to suggest that, for the freight equalised items, the JliO­

portion of production transported by rail has increased since introduction 
of the schemes and that the average lead distances have also increased 
during the period. On the other hand, there is some evidence to suggest 
that the consumption of steel and the prod,iction of engineering goods is 
presently more dispersed than earlier; but a number of factors, besides 
freight equalisation, would be responsible for such dispersal. 

65. Analysis in Part III suggests that introduction of freight equa­
lisation for raw cotton would not be advisable. The main analytical 
results which 1ead to this conclusion are :-

(i) The market for cotton textiles is h!ghly imperfect and the 
marketing margin varies from place to place, from consumer 
to consumer and from_ variety to variety. 

(ii) Market for raw cotton is highly imperfect and is subject to 
speculations based on expectations of traders, growers and the 
uillls. Thus, prices paid bydilrerentmillsfrom the same variety 
vary widely (upto 50%) and fluctuate from day-to-day (upto 
110% in a year). 
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(iii) Price of cotton is not the only determinent of the cost of 
cotton per kg, of yarn; the other important variants are the 
cotton mix managementeflicieno: and conditions of machinery, 
The cost of cotton for the same count of yarn va1ies uptu 30°' 
as between different mills. 

10 

(iv) The incidence of freight on movement of cotton is not in 
excess of 4-5% of the cost of cott6n even for long haulages, 
and less than 1% in mc.st cases. The freight equalisation can 
possibly reduce the cost of cot.ton in far removed areas by 
1-2%. . 

(1>) Prices of inputs of te-'tiles other than raw cotton also vary 
from State to State; there are particularly wide variations 
in costs of utilities in wage rates. 

(vi) Atlminist1ation of freight equalisation of taw cotton is also 
likely to pose a number of problem• as only 40 % of the 
cotton prod net ion is moved by wils. Moreover, as cotton 
is produced in a large number of specifications, it is subicct 
to criss-cross movcmcnh depen<ling on the variet) of cloth 
required to be pt·oduced. 

· 66. Proposals regarding high transportat.ion cost on essential 
conunodit.iesfraw materials used inaccessible/backward a1eas has 
been discussed in Part IV. The problem arises when the con­
sumption points are far removed from the nearest mil head, or are in 
hilly /inaccessible areas, for which transport is relatively costly, or where 
the transportation costs for certain regions of the country are high due 
to Government decisions. ·The solution for such high transportation 
costs does not lie in introduction of freight equalisation schemes on All­
India basis, as only a very small proportion of consumers are involved, 
Under such circumstances, the high transportation costs need to be 
subsidised by either (a) Public Exchequer or (b) cess on consumption 
of the item throughout the country or (o) a surcharge on rail freight or 
(d) publio distribution arrangements. Though the subsidisation of 
costly transport in limited areas is not one of the terms of reference of 
the Committee, never the less, the problems has often been raised in 
context of freight eq11alisation. The Committee, has therefore, deemed 
it fit to bring these problems to the notice of the Government for their 
consideration. 
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67. Three special problems have been refCiwd to in this context 
First.Jy, it has been suggested that Government might consider extension. 
of transport subsidy to the backward districts, specially those which are 
not connected by rail. Such a subsidy given on finished goods for 
resource-based unit, and on raw materialfor consumer demand based 
units in backward districts will lead to dispersed growth of industry. 
Secondly, it has been suggested that the abandoned railway sidings 
might be reactivised in so far as the backward areas are concerned so­
as to provide incentives for location and growth of small-scale units in 
such area~. Thi.J.aly, it has been suggested that the basic necessities of 
life should be available at almost the smue price througl10ut the country 
and the extra transportation cost to inaccessible areas might be 
subsidised. It has also been indicated that iu case the oil companies 
open a depot each in all the tehsils in backward areas, the cost of 
distribution of kerosene oil could be reduced to the advantage of the 
consumers in such a1:eas. · 

68. The analysis made by thr Committee in general tends to suggest 
that freight equalisation by itself is not in an optimal policy for achieving 
the objectives of balanced industrial development in a socially optimal 
mall!ler. In view of this, a rationalised system of location based on compa­
rative advantages of different regions will need to be evolved over a period 
of time, say, a decade or so. For sponsoring a particular type of industrial 
activity at specific locations, measures like lieensing, and fiscal and other 
incentives rather than generalised policies on transport subsidy, should 
be of major consideration. The Committee wnuld not, therefore, recom­
mend an extension of the scheme for freight equalisation to more it ems of 
raw· m:tterials or otllCrinputs. So far as existing freight equalisation sche­
mes are concerned, in principal, there would be a case for their elimina• 
tion. However, it has to be recognised that certain in,,estment deci­
sions have already been taken on the basis that such schemes would 
continue. There is also the problem th~t sudden abolition of freight 
equalisation schemes in deficit areas may lead to a substantial increase 
in prices (not only of quantities despatched from other centres but 
of the entire quantities consumed in . these areas). In view of these 
consicle1ations, the Committee feels that the ·existing schemes can be 
phased out gradually only over a period of time. Wherever total sup­
plies in the country are adequate, and the incidence of freight in the 
final price is not substantial, freight equalisation schemes ·could be 
phasP.d out. In general, the Conm1ittee would suggest that the con­
cerned administrative Mmistries should periodically review whether 
existing freight equalisation m relation to individual products needs' 
to be continued. 
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ANNEXURE I 

z,a·srJii,a~deritd Gro11.p oll p,.eirihl E'loolbrJJitm ,.! Oomm?ditiu coMiii,Ued by Planning Commil,to" 
vide it. No. ·H/16-MGI.fJP tltJI&I 1.1th J1me l91G 

1. ~hri ~.S. Mnr!ltho, 
Cbn.lrmrm, Buron.u oflndustrlo.l OostR & Prir.es, 
Mini<~trv of Inrlu'ltria.l Devolopmant, 
riA, Rnnder Nagar, 
Now Delhi. 

2. Shrl V.K. Do.r, 
,Joint Secretary, Doptt. of Steel, 
Uinistry of Steel and Mine.. 

3. Shd A.ll'. Couto, 
,Joint Soorl"to.ry~ 
Doptt. of Civil Supplle1 nod Cooperation. 
Ministry of Industry o.nd Oivil Supp~iet. 

Dr. A.K. Sono;cnpta, 
F.onnomio Adviser, 
Ministry of Cotnmerco 

!'i Shri Rimo.l ,Jn.lan, 
"Kcnnomio Advisor, . 
Dflptt. of InduRtry, 
Ministry of lndu11try a.~d Civil Snpplie• 

fl. Shri K.G. Va.idyn., 
F.conomio Advisor, 
Doptt.. of F.con. Alfail't', 
Ministry o[ ~ina.noe 

1 Rhri S.K. Dhar 
Dirnotor, Dopo.rtmoot ofCoa.l, 
:Ministry of Enorgy. 

'i, Sl.ri V.K. Sthnnnuno.tho.n, 
Dirootor Tro.ffio (Commerci1\l), 
RBilwa.y DoA.rd, 

9. Rhri M. Satyo.pn.l, 
Arivis~r (Indnt~ht-y Bnd Min~ral), 
Planning CommiMion. 

10. Dr. Y.K. Al•gh, 
Arlviser {Perspective Planning), 
Planning Commi.nitm. 

'l'ermt of Referet~U 

Oh•irm•• 

Kember 

Jlombor 

l.Iembor 

Member 

"Member 

lfember 

lfombor 

Convener 

1. To iudi,..o.to the exisMng freight oquo.liat\tion polioi~a for !lt~Jol, cement, fortilisera, eto. 

2. •ro euqgost tbo brot\d priMiplE"s to be ta.ken into o.coouot in the o.doptlon of the freight eqo&li· 
1\tion polioy. 

3. To this bo.ok~tround, to study tho eoope o.nd feo.aibility of Bdoption of frehthb · oqnn.liaation 
policy for tll\V cotton to enooura.~o the di11pen:ed o.nd ba.lancod developm~mt of the oot.ton to1til• 
lndUJtry. 
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ANNEXURJ;il Il 

Lisl of i~ems pri~td on '"' bati.t o/1 .o.r. De~~inalion 

1. Eleolrio F•o. 

t. E1eot.rio Lamp. 

S. R&dlo rooordor 

'· Cabloo Wlreo (Cort&ln typN) 

G. M&obinist Sto•lfiloo. 

6. Grlndini wheelo, 

7. Sewing Machine. 

8. Ttaotol'll. 

9. Ball Beadoge, 

10. B>l~inlz· 

11. Bioylllel, 

12. Aluminium. 

13. Safety Blodeo. 

U. Looka. 

10:. Vaouum FJulu, 

16. Medicine. 

17. Soap. 

18. Paints&: Varnishes. 

19. Toilet requisites (hair oil, faoe and Ta1o Powder, •old cream)'. 

20. Inaeotioides (DDT. igama:xine). 

21. Radiator Hose, 

22. Boa seat ooabion. 

23. Bat& shoes. 

!f. ~!&tohoo. 

25. Tooth Brush 

26. Clock & watohtt 

21. Biscuits. 

28. B•by foocU. 
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ANNEXURE III 

Protection provided by Freight equalisation Schemes 

· 1. At present uniform rail freight rates are charged for. pig iron, 

steel,' cement and fertilisers. The existing freight rate structure thus 
re-inforces the resource-based character of 'weight losing' industries 
like steel, cement and fertilisers. On· the· otl:ier l:iand; ~it' offers adued 
protection to !l!ltivities usill.g t\lese 'inputs that are iocated far away from · 
units manufacturing them or from ports. This paper sets out estimates 
of the ·extent of such protection as well as of the potential ~enef1t of 

. equated freight on raw cotton accruing to the cotton textile manufac­
turing uiJ,its in regions which have to obtain cotton from far away sources. 

Fertilizers 

2. The uniform freight rate for fertilisers can be expected to bring 
about, other things remaining the same, a more intensive application 
of chemical nutrients in regions far away from indigenous sources of 
supply, or from ports. The protective effect of freight equalisation can, 
thus; be indirectly measured in terms of the likely induced changes in· 
the relative .intensity of fertilisers application in different areas. At 
present the equated freight is Rs. 4 per bag of 100 kg for nitrogenous 
fertilisers. Since the nitrogen content varies from one type of fertiliser 
to another the· inQidence of freight per unit of nitrogen as well as the 
benefit of freight equalisation would be the maximum for varieties having 
the lowest nitrogen percentage. Accordingly, ammonium sulphates, 
·with a nitrogen content of only 21 per cent, was selected for 'estin.ating 
the effect of freight equalisation on fertiliser dosages in different loca­
tions. The optimal, that is to say profit. maximising, dosages for diffe­
rent fertiliser movement leads were first estimated· with the aid of a 
statistical fertliliser productivity function and the 'class rate' for ferti­
lisers. The dosages were recomputed 'on the basis of equated freight 

Lfll(D)l89 M of P. Com. 



rates in order to determine the likely (positive or negn.tive) changes in 
the intensity of fertilisers use of different distance leuJs from sources of 
supply. The results of this exercise are tabulated below;-

Load (Km.) 

2GO 
GOO 
?GO 

1000 
!GOO 
2000 

Variation in optlma.l oUrogon 
dooo (kg./ha.) 

-0·22 
0·00 
O•SO 
0·52 
0·92 
1.29 

Freight equalisation, thus, reduces optimal intensity of nitrogen 
per hectare in the form of a=onium sulphate by about one fifth of a 
kilogramme at a distance of 250 km. from the sources of supply. 
The optimal dosage remains unchanged at a distance of 500 
kms. but.1 thereafter, it gradually increases with the lead, rising 
to nearly I· 3 k~. at a distance of 2000 km. As the optimal dose itself 
is close to 127 kg. per hectare at existing prices, the net effect of freight 
equalisntion doe• not appear to he subst>mtial. However, this conclu­
sion should be treated as tentative for a number of reasons. In the 
first place the fertiliser productivity function used is an average of func­
tions for three high yielding varieties of wheat in Ludhiana* :it cannot, 
therefore, be treated as being t.ypical for all areas 11nd for all crops. 
Secondly, the productivity function t11kes into consideration only the 
applicac.ion of nitrogen. Finally, the actual fertiliser application in 
different areas may be well below the optimal because of inadequate 
supplies. Supply constraints, as also the iuability of poorer farmers to 
mobilise adequate finn.nce and other complementary inputs like irri­
gation, would render freight equalisation more or less ineffective. 

Iron & Steel 

3. Pig iron and rolled steel are basic inputs for a very large number 
of engineering products. Users of iron and steel pay Rs. 86 per tonne 
of pig iron, ar1d Rs. ll7 per tonne for other categories of steel, as rail 

•Tho m'•rg;iJ\al produoo in Kg. per hoote.ro is taken to bo 38· 49-0• 272 ~. where z Ia nltrop:en, 
applioa.tioa in Kq. p~Jr heota.re= Souroe "Fertlliaera Applloa.tloo on High Yielding Vnriotiee", S. Roy 
lroonomic .6 Pol.tioal Woo~lJI, Dooombor 19701 pp. A 175/A·lSO 
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freight for all destinations. However, there is no uniform freight rate 
for iron and steel scrap, ferro-alloys and special steels which are charged 
the relevant 'class' rate. Freight equalisation on iron and steel widens 
the difference between the freight rate per unit of the finished product., 
·on the one hand, and freight rate paid on the quantum of iron and steel 
required to produce it, on the other. In this manner iron and steel 
using industries located in regions far away from the steel plants gain 
a competitive edge over these located near them. This benefit attri­
butable to freight equalisation can, when expressed as a proportion of 
the price of the product, be considered as the effective rate of protection 
-extended to engineering industries in locations involving long lead move­
ment of iron and steel. 

4. As the number of iron and steel using product is very large, the 
·C~mputation of such effective rates of protection was confined to a set of 
five steel using industries : castings and forgings; structurals; machine 
tools; motor cycles; scooters and bicycles, and bolts, nuts, rails, rivets 
etc. Three main criteria were used for selecting this set of industries : 
exist.ence of capacity in different p>trts of the country, compamtively 
high consumption of iron and steel and convenience in estimating the 
(packing inclusive) weight of finished products. The Annual Survey 
of industries (ASI) provides data regarding the weight of most of the 
inputs consumed and the gross value of output. A.S.I. data for 1966 
the latest year for which detailed statistics have been published, were 
used to estimate weight of finished products indirectly. Weight of in­
puts and materials, including packaging, were added up and adjusted 
for weight loss owing to some of them, like fuel or special ores, being fully 
or particularly used up as well as for notional wastage occurring in the' 
manufacturing process. The price per unit weight of finiHhed pro­
·duct was then determined with the aid of the relevant gross output value 
figures. As there has been a substantial rise in prices since 19G6, the 
actual protection rates should be significantly lower than the estimates 
based on A.S.I. data and existing rail freight rates. 

' 5. It will be seen from the d11ta tabulated below that even for such 
steel intensive products as structurals the benefit of freight equalisatio.n 
is positive only for leads exceeding 1000 Ions. Even so, as a proportion 
of the price of the finished product this benefit works out to just about 
·2 · 6 per cent when the lead rises to 2000 kms. In case of other products 
too the freight equalisation benefit, though smaller, becomes positive 
'Only when the lead is rather long. 



Lead (Km.) 

250 

600 

' 750 

1000 

1500 

2000 

50 

Fmghl EqiJIJllsalion BomjU (PII' unl of ompUl priu) 

Machine Straoturala Casting& Bolts. Nuta Motor-
Tools & Rivets eto. oyclSSt 

fu~~ Sooo~~ 

-0·4 -3·1 

-0·3 -2·1 

-0·1 -1·1 

0·0 -0·3 

0·2 1·3 

0·3 2·6 

-2:8 

-2·0 

-1·1 

-0·4 

1·0 

2·1 

-3·1 

-2·2 

-1·3 

-0·6 

0·9 

2·2 

and 
Bioya1ea 

-0·6 

-0·3' 

-0·2' 

0·0 

0·2 

0·3 

6. The estimates of benefits set out above are in effect weighted aver­
age relating to all the different qualities and specifications of particular 
types of products. As such, the cost advantage resulting from freight 
equalisation will tend to be lower than the average for sophisticated and 
high priced varieties and to be above it for simpler and cheaper ones. 

Cement 

7. Users of cement are charged a flat rate of 48·15 per tonne for aU 
leads. Uniform freight. rates for ~eme~t and. steel reduce the compa­
rative cost of constructiOn at locatiOns mvolvmg longer lead movement 
of these materials. Usually the quantity of steel required for diffe­
rent types of construction is much smaller than that of cement; the re" 
duction in the cost of construction resulting from freight equalisation 
is, thus, attributable largely to long lead movement of cement. Cons­
truction cost and material consumption norms for five different types of 
structures, obtained from the National Buildings Organisation, were 
utilised for ascertaining the impact of freight equalisation. One of these 
five types of structures-agricultural buildings requires only nominal 
amounts of grey cement and steel so that freight equalisation has no 
perceptible effect on constru?tion costs. Three of the remaining four 
types-housing, :RCC industrial structures and commercial buildings­
require comparatively smaller amounts of steel, the quantity per square 
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metre consumed being about one-seventh or even less of the quantity 
of cement. However, the steel norm for industrial steel structures, the 
last type, is slightly higher than the cement norm. 

8. The impact of freight equalisation on construction cost is more 
or less the same so far as commercial residential and RCC industrial buil­
dings are concerned. There is a slight reduction in construction cost at 
a lead of 750 kms. for both cement and steel. Expressed as a per­
centage of construction outlay per square metre (in 1974 prices) the f>~ll 
in costs ranges from 0 · 6 to 0 · 7 per cent. This percentage, however, rises 
progressively for leads exceeding 750 kms., the cost reduction being of 
the order of 6 per cent for a lead of 2000 kms. As regarus industi·ial 
steel structures freight equalisation actually raises costs at a leau of 
750 kms. There is a slight reduction in construction costs when the 
lead increases to 1000 kms., the fall in costs being 2 · (i per cent of cons­
truction outlay for a lead of 2000 kms. 

250 

500 

750 

1000 
1600 
2000 

Lead(ll:m,) 

Cotton textiles 

. Residen· . RCC lnd~trial Commer· 
tia.l lndnetrial Steel · cial Build· 
Buildings Struoturee Structurea inga 

--2·2 -2·3 -1 8 -2•1 
-0•8 -0·9 -1·1 ...:.0•8 

0•7 0•6 -1·0 0·6 
2·0 1·9 0·3 1·71 
4·3 4·3 1·6 3·9 
6·3 6·3 2·5 6·8 

9. At present raw cotton cloes not benefit for freight CCjtiRlisation 
and the rate class 87·5 is applicahlc to fully pressed cotton. In the 
case of iron, steel, cement and fertilisers, the equated freight rate is 
about the same as t.he elllss rate for the relevant average lead of rail 
movement. In 1973-74, the average lend of fully pre"ed cotton was 
1492 kms. The lil.:elyefl'ect ofraw cotton freight equalisation on textile 
manufacture W>ts estimated by taking the class rate of Rs. 186·80 per 
tonne for 1492 kms. as the equated freight for fully presHeu cotton. The 
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price per unit weight ofcottc.n textile waR eRtimatrd from I fl66 ASI data 
in exactly the same way as prices of iron and steel mn.nufaci mel'R. The 
potential benefit of freight equalisation turns out to be t·athcr Rmall; 
it is positive only for leads exceeding 1500 kms. and works out to 0 · 5 
of price of textiles at a lead of2000 Kms. For finer and more expensive 
varieties oftextiles the benefit would naturally be lower. Thus even if 
output is valued in 1966 p1·ices, freight equalisation is not likely to in· 
fiuence much the profitabilit.y of textiles manufacture at locations far 
away from the sources of raw cotton, partly because of the long average 
lead of cotton moving by rail. 

Lead jKm) 

250 
fiOO 
7fi0 

1000 
1500 ~ ... 

2000 

FreigbL EquaJintion Benefit (per oont of o~tput pri('c) 

Cotton Te"Stilcs 

-1·6 
-1·2 
-0·0 
-0•6' 

0·0 
0·5 

1_0. ~o conclude with the··exception perphaps· of -cement, freight 
equalisatiOn based on frmght rates for average leads appears to· be only 
marginally effective as a device for reducing the competitive disadvan­
tage of unfavourable locations or for influencing the regional patterns 
of input use in agriculture. 
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ANNEXURE IV 

Year 
Avoro.ge Km. a tonnno of goode w&l! carried (Kme.) 

Iron 
& 

Steel 

1960-61 697 

1962-63 
1063-64 
1966-67 

1967-68 

1072-73 

1973-74 

799 
793 
962D 
035E 
9580 
091E 
fii):?J) 

l026E 
1009D 
I026E 

Yoo.r ,---
Iron 
& 

st"ol 

1060-61 ~-99 

1062-63 6·09 
,1963-64 6·38 
1966-67 6·3RD 

6·71E 
1967-68 . 6·6In 

6·84E 
1972-73 7-7~D 

8· 41F. 
1973-74 7·76D 

8·47E 

Yon.r 
Iron 

& 
&t!'el 

1960-61 41·75 

1962-63 48•66 
1963-64 50· 59 
1966-67 61·38 D 

62·74 E 
1967-68 63·32 D 

67·78 E 
1972-73 76·88 D 

R6·29'E 
1973-74 78·30 D 

86·90 E 
A Coal for pubfio. 
B ·Ooal for Non-Govt. Rlv. 
0· For both pre~!~od and unpre88ed 
D llookod from St(lPI Pl~m~. 
l!l Booltod from otbor -plaoea, 

Cement Chemical Coal Raw Raw 
fertilizel'i Cotton cotton 

{pressed) (unpressed) 

377 664A 8170 
413B 

400 693 9200 
401 571 11200 
468 675 lHO 1102 1086 

484 786 fiRO 1330 925 

641 809 587 1455 775 

635 753 562 1402 770 

Average ra.te per tonne Km (in paise) 

Cement· · Cbendoal Con. I Row R•w 
Fertilizers ootton cotton 

(pro9sed) .(unpressed) 

4·72 2•16A 9·200 
4·11B 

A·76 2·58 9·610 
5•01 2•80 9·720 
~-39 4·72 3·12 8·80 9·61 

~-66 4·57 3·18 9·64 10·62 

6·02 ~-96 4·13 0·" 11·90 

6·29 6·29 4·19 9·44 11·70 

Averaqn ro.t11 per tonne (Re. P.) 

"' Cement Chemical Coni R.nw R•w 
fertilizen cotton cott,on 

(preR~ed) (unpresaed) 

17·79 14·34 A 75·16 c 
16·97 B 

19·04 16·30 88·89 
20·09 15·99 108·86 0 
25·23 31·86 16·85 96·98 106·36 

27·39] 35·92 18·73 (128·21 !98·23 

38·59 48·42 24·24 141·71 92·22 

39·94 47·36 23·55 'I 140•84 oo·o9 

"" lfi·Jurre: . Railway Board, 
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ANNEXURE V 

Dupatoh of Sa/table Pig Iron and Pinishul ~ltel 
(In per cent) 

Pig Iron 
• r 

196~-66 1967-68 1970-71 1972-73 ' 1963-64 1973.,. 

I. Andhr& Pradeoh o-~ 0·8 1·1 1·6 - 1·8 1·9 
2. Assam 0·1 0·1 0·2 0·2 
3. Bihar 2·2 2·6 2·4 6-7- • ~-1 8·9 
4. Delhi. 1·1 1·6 2·6 3·4 1·9 2·3 
6. Gujarat 2·6 4·4 10·3 9·3 11·2 8·3 
6. Haryana 1·8 2·9 2·9 
7. Kerala 0·4 0·4 0·3 0·8 0·5 0·5 
8. Madhya Prodeob 0·9 0·7 1·2 5·4 3·7 4·2 
9 Mahara.ebtra 5·6 6-6 7·2 5·4 4·2 6·8 

10. Kam.a.tak:a 2·4 5·1 2·9 2·5 2·1 2·7 
ll. Orissa. 2·9 0"9 4·4 2·8 3·7 3·7 
12. Punjab 6·0 10·8 20·2 13·3 U·5 12·0 
13. Raja.stha.n • 0·7 0·5 0·5 o-n 0·4 0·6 
14. Tamil Nadu 2·6 4·0 4·3 5·0 3·2 5·4 
US. Uttar Pradesh . 5·0 6·9 9·1 8·6 8·9 8·8 
16. West Bengal 57·1 54·1 33·4 31·5 . 34•7 36·0 
17. Other Stateo 0·5 

Total (excluding Rly.) . 100·0 100·0 100·0 100·0- 100·0 100·0 

(In per oant) 

Steel 

1963-64 1965-66 1967-68 1970-71 1972-73 1973-74 

1. Andhra Pradesh 3·7 4·0 2·8 3•8 ,., 4•7 
2. Assam 1·7 1·8 1·8 1·0 1·5 )•) 
3. Bihar 5•2 8·7 10·2 15·4 10·7 4·5 
4. Delhi 4•8 5•4 6·2 5·0 4·9 5·3 
G. Gujarat 3·3 4•8 6·5 5•4 5·1 5·8 
6. Haryana 3·1 3·3 2·8 
7. Kerala 1·3 1·3 1·7 1·6 1·7 2·9 
8. Madhya. Pradesh 5·3 2·7 . 2·2 3·6 5·6 5·2 
9. Ma.harashtra 17·5 20·1 18·8 16·2 15·3 15·7 

10. Karnataka 2·6 1·51 2·3 1·7 2·2 2•7 
11. OriMa 2·3 1·7, 1·3 1•4 ~-9 2·1 
12. Punjab 9·2 9·(1.;;'1 12·5 6·9 8·8 7·1 
13. Rajaathr.n 1·8 2·41 2·3 2·4 2·8 1·8 
14. Tamil Nll.dn 7·1 4·71 6·2 6·2 8·1 7·3 
15. Uttar Pradesh V-8 9·4 , 9·3 9·1 9·3 8·9 
16. West Bengal 23·7 21·8 15·5 15·6 15-5 19.5 
17. Olher State. 0·7 0·5 0·9 0·7 1·8 2·8 

Total (excluding Rly). 100·0 100·0 100·0 100·0 100·0 100·0 
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ANNEXURE VI 
Short of State a in produclion and ~mumplion of N itrogmouafertiltzera 

Production (%) Consumption(%) 
Consumption in Kg. per 

hectare of Agri. land 
-, ,.-- r--

1967-68 . 1974-75 1967-68 1973-74 1962-63 1966-67 1972-73 

1 . .Andhra. Pradesh 1•9 3•9 13•6 9·8 8·77 12·38 12·23 

2. Kerala. 7·1 6·6 2·9 1·9 3·94 10·83 10·84 

3. Karna.ta.ka. 6•4 6·0 2·06 3·89 8·39 

4. Tamil Nadn 11·2 9·3 12·0 11·2 8·64 12·22 24·66 

5. Pondicberry 0·2 21·12 64·68 . 

6. Gujarat 10·9 14·5 6·9 7·7 3·38 10·14 

7. Ma.haraahtra 12·0 5·1 12·0 8·2 1·49 4·24 5·44 

8. Goa 11·4 0·2 7·72 8·60 

9. Madhya Pradeeh 0•5 1·9 4·4 0·69 0·18 3·90 

10. Uttar Pra.doah 1·6 22·8 17·8 18·2 2·02 4·27 15·68 

11. Rajasthan 21·2 7·2 2·4 3·1 0·39 0·83 2·97 

12. Delhi 0·1 0·2 2·58 7·46 18·39 

13. Haryana • 3·9 5·2 16·22 

14. Himaohal Pradesh 0·2 0·25 0·77 2·28 

15. Jammu & 
Kashmir. 0·5 1•33 8-62 7•30 

16. Punjab 3•4 10·2 13·4 3·12 ·3·31 42·71 

17. Asso.m 3·4 0·4 0·3 0·11 9·50 2·06 

18. Bihar 29·0 4·9 4·1 3·8 2·02 5·17 7·80 

19. Oriaaa. 10·6 5•4 1·8 2·4 0·81 1·83 4·25 

20, West Bengal 1·6 3·6 3·0 1·95 3·80 9·71 

21. Ttipura. } 0·03 0·13 2·22 
22. Mnnipur • 0·3 0·20 1·63 5·41 
23, Na.galand 0•20 

By Product 3·3 

All India 100·0 100·0 100·0 100·0 2·51 4·71 9•85 
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ANNEXURE Vll 
lncil!tllet of Jttiglll de. on eost of col/on 

PClriod Av. price ll'reight Per cent 
por lts./ oto. p!•r of priC'o 
Quin~al quintal 

Amount 
n,. 

·1 . B.ha.ri Milb, 
Fob. ·.Ahmedabad Digvijo.y A 70 40:1 2·8 0·6 
.Juno 70 58:l 2·8 0·5 
Oot. 71\ GH2 2·8 0·5 

JJ. 147 Fob. 70 4!10 2·0 0·4 
O.J.73 Fob. 70 4:l!l 2·0 0·5 

Oct. 70 511 2·0 0·4 
v 797 Fob, 70 450 2·0 0·4 

June 70 511 2·0 0·4 
Oct., 70 5~2 2·0 0·4 

0 02 Oct, 70 541 • 2·8 0·5 

2. Mo.njushri Textiles, 
Ahmeda.hd 0 02 10~9.70 528 7·0 1·3 

Digvijay A 527 8·0 1·5 
L 147 .. 478 9·0 1·9 
A·51·9 4~3 5·0 0·9 
Khond"'b 197/3 407 4·0 1·0 
320 FSG .. 444 20·0 4·5 
OJ 73 .. 459 8·0 1·7 

3.· Mo.ha.rtlD!P Milia, 
Porba.nder • c 02 Fob, 70 511 25·0 5·0 

Mar. 70 50·· 25·0 5•0 
Aug. 70 505 . 10·0 3·4 

4. Morarjee Qoooldaa 
Spg. & Wvg., Bom~ 
hy • • ~ Kbo.ndo!'lb 197/3 1070.71 041 27·0 4·2 

Kalyfm 757 ••• 2R·0 4·8 
Bor(l.r 197/3 fill(} 27·0 4·8 
L 147 .. OH:l . 20·0 4·2 
CombodiaB 818 33·0 4·0 
Combodio.A 7R4 33·0 4·2 
Sn.nko.r 4 .. 10~4 39·0 3·8 
ISO 67 904 37·0 3·7 

OoUon Miz 
IS. Podar Mills, 

Bombay • 20. 1970 482 5.0 1·0 
22• 488 5·0 1·0 
30-348 li79 5·0 0·9 
47• .. 570 5·0 0·9 
40-70. 709 5·0 0·6 

Total 515 5·0 1·0 

0. Crown Mille, 
Bombay 1970.71 31•51 

1. Kalyanm.al 1Lil11, 
Indore 1970 28·31 
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ANNEXURE Vlll 
Pri~J p11id fJy mill" for purcMse of wtton 

Rs. Quint!ll 

Digvijo.y A Co2 L 147 ,... ------, ,....---"------, 
Fob. 70 Jun. 70 Feb. 70 Jun. 70 Ft~b, 70 Jun. 70 

l. Bih.lol'i ~(i[h · Ahntcdab1\d ·107-515 ()70-500 630-603 
2. M~~onj llffhri '£oxtilos 

Ahmo(lnbad 458-550 

3. Rn.ix II r ~! f g. Co., 
Ahmo •\lm,tl 4M5 51.10 GOO 

.J.. Arb 11 d" i\£ i II o, 
Ahmotlt~oUad 620-545 GOO 612-538 620-010 

5. Pothr .\till ::J, BomU1\Y 479-563 501-672 610 
6. Bombay Dying 1'nd Mfg. 

CJ., llombl\y 693 010 637 683 
7. Crown Mills, Bombay 508-610 503 

8. Hukum Cbrmd Mills, 
lnrioJro 555 591 617--520 6~76 

0. StV1\doihi Coht.on and Flour 
~lilts, Indore 502 

LlJ, ,Ji!\jirl\0 Cotton Mill~. 
Gtvnlior 5:!6--598 ·520 

L l. Birl~~o Cotton Sp~. &: 
Wvg. Mill~, Dolhi . 570 508 

1.2. i\lnho.ra.na. M iII s, 
PorUu.ndu.r 602-520 

l:l, l'M.JoV,~Iihi ;\·(ill~. Quillou 526 
14. A rn n. r J i u g b j i M i II s, 

Wu.nknor 600 
15. &.S.l~. Gop:~.ldll.!o i\lohto. 

Spg. Wvg., Akola 483 
ltl. Diwnn Ba.bo.dur &.G. 

i\lill'!', Hydcra.bad 601--513 664-1168 
17. Ko.nti Cotton Mills, 

Surindre. N~ar 383 

Al/B(D)i89DofPOom.-l,000-24-l-78-GIPS 
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