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 Whatever the remoter objecls, all tariffs other than tariffs
solely for revenue have one common feature. The taxation imposed
by them is discriminatory, falling on some articles and not on others,
JSalling on articles produced in one place and not at all or more -
Lightly on the same articles if produced elsewhere. It is inlended
on the one hand to discourage or prevent consumers from buying as
they would like to buy, as they would buy if there were no tariff. It
is intended, on the other hand, to encourage producers lo produce as
they would not produce if there were no tariff. 1t is both a restric-
tion of the liberly of consumers and a changing of the environment
Jor producers. This effect on production is the most distinciive
Jeature of tariff laxation as compared with direct taxation. A
tariff is nearly always inlended fo influence directly men's lives and
livelihoods, to mould the economic structure in which each man must
find his niche, Thatis the intention nearly always. It is aiteays
and inevitably the result.”

Tariffs . The case examined. by, a committee of Ecomomists
under the chairmanship of Sir William Beveridge (1931) Pp. 34-35.



PREFACE.

There is no need to emphasize the point that the Legislative
Assembly will in its November session be faced with & problem of
very great importance, The consequences of the adoption of an
important tariff policy like that of Imperial Preference h's far-
reaching implications the nature of which is made abundantly clear
in the passage which we have quoted on the page opposite. It is
not a policy which should be adopted light heartedly, without proper
enquiry or under the influence of considerations of passing import-
ance. If the Dominions adopt the Ottawa Agreements readily it is
because they have clamoured for Imperial Preference for many
decades past and as for the United Kingdom, it also is ruled to-day
by a party whase fuith in this policy is equally old. With India the
case however, is entirely different. Lord Curzon's Government
definitely repudiated Imperial Preference and even the majority
report of the Indian Fiscal Commission does: not countenance the
adoption of a general preferential tariff such asis contemplated by
the Ottawa Agreement. That the leaders of public opinion have
been consistently opposed to Imperial Preference was made perfectly

. clear in the debates on the iron and steel and cotton manufactures
' duties in 1927 and 1930,

We are, therefore, now being asked to consent to a complete
volte face; and the consent is to be extorted under pressure
without giving any time for deliberation or enquiry. For such an
extraordinary decision and such hurried procedure the main excuse
that the Indian delegation has offered’ is the loss that stares us in
the face on the 15th of November if we do not ratify the Ottawa
agreement. In the body of this publication we have shown that the
extent of the loss has been greatly exaggerated and that the large
mass of our producers will be entirely unaffected if we do not
ratify the agreement. The loss whatever its extent is likely to be
chiefly borne by the tea industry and partially by the .exports of
tanned hides and skins. It is important to note that in the case of
selective protection, such as is practised in India, the protective
tariff gives, in effect, a subsidy to a particulsr trade or industry
from the consumers of its products. The result of the Ottawa
agreement @ill, however, be the grant of a subsidy to highly loca-
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lised industries, especially to the tea industry, from the general
body of consumers. It is practically a general taxation measure
with 3 view to favour particular trades,

Apart from the balance of loss or gain the Ottawa agrcement
-raises extremely important issues in other directions. It seeks to
mould the direction of our foreign trade and thereby the direction °
of our economic activity over a large field and it is necessary that
we should clearly understand in what direction the change takes
us. This is a time of growing economic particularism and Ottaws,
falsely advertised as a prelude to world ceooperation, is ancther in-
dication of the same tendency. The recent dencuncing by the
"United Kingdom of the trade agreement with Russia is a clear indi-
cation of the direction in which Ottawa leads. The Empire is to
be converted into a closed economic system and it needs no deep
study of the growth of protectionism during the last century to con-
vince one that once the policy is adopted the system will become
more and more closed. The argument that we can denounce
Imperial Preference with six months’ notice any time is highly
specious. But everybody knows full well that once the policy is
in operation for some years the vested interests that it will breed
will make it extremely difficult to bring about any change. The
Empire is a highly artificial economic unit and the adoption of
Imperial Preference necessarily involves a considerable deflection of
trade from its present ¢ channels. The question, therefore, that con-
ifronts us is not confined to the balance of loss or gain but extends
ito a congideration of the desirability of such a re-moulding of econo-
mic activities. And with regard to this the testimony of all those
who have considered it has been adverse and even the Indian dele-
gation to Ottawa admits that the adoption of a general preferential
policy is not in the best interests of India. The best customers for
_our most important staples are all outside the Empire. There are
aniy two policies or any combination of these, possible for India.
We can aim at a more diversified and more self-sufficient economic
life for our country or we can aim at specialisation under conditions
of ag free an international trade ag is possible. No reasons, other
“than purely political ones, can be found to support the policy of an
Empire division of labour ; and politically, the future of India .is
extremely uncertain. .

Mere trade bargains are innocuous, nay, they may in a
large majority of cases be actually beneficial. Ang there is no



reason’ why we should not enter into a trade bargain with any™
sountry because it happens to be a part of the British Empire. For
:xample, if the Ottawa delegation bhad not gone beyond negotiating
‘or a preferance for tea and linseed and freeentry for a few pr&ducts
iike tanned hides and skins, pig iron or shellac as against, say, the
:xisting preferences on cotton piecegoods and iron and steel, the
sargain could have been considered purely on its own merits. It
would not have committed us specially towards eitber the United
Kingdom or the British Empire and we could bave had an entirely
free hand in negotiating with the other countries. But the Ottawa
agrteement, with its long schedules commits us to a general
preferential policy and to the principle of exploring Empire buying
3¢ far as possible and the supplementary agrcement goes
further and holds out the prospect of * rationalisation on
Imperial lines”! The voluntary formatian of international
sombines, cartels or trusts, we are all familiar with., But here a
tariff agreement between two countries is being specially made so as
10 bring about such an understanding between the industries of the
two countries, If there is to be rationalisation let it be on a world
basis or the basis of a single country. Whatever is the special
significance of a haphazard unit like the Empire init ?  Either the
policy of Imperial Preference is meant to be lasting and in that
case there are no advantages to India in joining this economic
block and becoming even more dependant on and tied up to the
United Kingdom than it is at present, Or the policy is
conceived of as a temporary measure preparing the ground for world
co-operation. Then in the latter case it is obviously necessary
that we do not commit ourselves sc deeply as to remould our
economic activities on an Empire basis.

Even though we are a protectionist country, there has been
some methdd in our protectionist policy hitherto. We have been
deliberate about the grant of protection and the passibility of
revision and a definite term to the duration of each measure has
been usually provided for. We are now invited to do that in
favour of the British industrialist which we have never done for
either Indian industry or agriculture in general, We are invited to
give the British manufacturer a general measure of protection in
our markets without previous enquiry and without an assurance
that it will ultimately profit the consumer or that it serves a defi-
nite national end. The Ottawa agreement, we have been told,



4

11 4

cannot be treated like the report of a Tariff Board; it must be either
rejected or accepted as a whole. After giving detailed considera-
tion to the balance of immediate loss and gain and to the grave
jmpliCations of the acceptance of a policy of Imperial Preference
we have no hesitation in affirming that the larger interests of aur
country demand the rejection of the agreement presented by the
Ottawa delegation,

1 have to thank my friend Mr. V. R, Nayanar for his help in
the preparation of the tables and the correction of proofs. I have
also to thank Mr, A, V, Patvardhan of the Aryabhushan Press for
expediting the printing.

Society’s Home, Poona 4, D. R. GApGIL,

Servants of India
20-10-32, }
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CHAPTER I.

The Case for Imperial Preference

When Joseph Chamberlain first made the idea of Imperial
Preference popular, the details of the preference proposals
weie necessarily left very vague; so vague, indeed, that Lord
Curzon's Government pleaded their inability on this ground to
give a pronounced opinion upon the merits of the polioy.
It was then usually held that the various parts of the Empire would
lower their tariff walls in a given proportion in faveur of each other.
It would also appear from the Indian Government's despatch that
the idea was conceived of as one of a fixed proportion of preference.,
For, we find Lord Curzon's Couticil pointing to the disadvantages t¢
India of a rigidity of tariff arrangements of this type. It was at this
time contémplated that beginnihg with a general lowering of
customs duti¢s, it would be go possible to stimulate Empire trade as
to lead to an elmost economically self-sufficient Empire in course of
time. Throughout the pre-war period, however, conditions in
BEngland were entirely unpropitious to the idea of any type of tariff
preferences so that no affirmation of this principle, in however
vague & form, was then possible for the United Kingdom. On the
pat of the Dominions it was at the jImperial Conference of 1902
that the principle of Imperial Preference was first affirmed and its
policy expounded. The main points of this policy as envisaged in
1902 were as follows: That Imperial Preference would politically
and economically strengthen the Empire ; that though the idea of
Empire Free Trade could not be accepted by the Dominions, they
were prepared to concede to the United Kingdom a certain amount
of voluntary preference in such form as would suit them and that
the United Kingdom should, if possible, reciprocate, The United
Kingdom however, stuck closely to free tmde, and Imperial
Preferefice before 1914 consisted of certain concessions in their
geiteral duty scales which the colonies made to the mother country
purely as voluntary gifts and arrangements arrived at by mutual
agreement as belween some of the Dominions,

Such was the pre.war position. The war naturally ninde a
eonsiderable difference. Both political and eoonomis considerations



gave an enormous stimulus to Empire’sentiment and the principle
of Imperial Preference was definitely endorsed by the Imperial
War Conference of 1917. The adoption by England of the
Safeguarding Duties and the levy of some customs duties for
revenue purposes made it possible for that country to reciprocate
in a small measure the action of the colonies. The special
Economic Conference of 1923 moved for the appointment of an
Imperial Economic Committee. Imperial Preference was further
discussed in the Conference of 1926, In the meanwhile the

Dominions continued to give some voluntary preference, and the
United Kingdom while still refusing to adopt tariff machinery, paid

some homage to Empire sentiment by the establishment of the
Empire Marketing Board. Imperial Preference did not, however,
assume any considerable importance till after the severe fall of
prices that began in 1929, and definite proposals were made and
discussed for the first time only in the Conference of 1930, And
the reasons for this are plain. In the words used by Mr. Havenga
in 1930, “ the question appears to be capable of being stated very
simply :  Great DBritain, with her industrial difficulties, seeks
markets for her manufactures in the Dominions, while the Domi-
nions in their agricultural troubles, are anxious to extend their
markets in Great Britain for their produce.” Great Britain, however,
wag still a free trade country in 1930 and it was not then possible
for the British Cabinet to respond suitably to the offer of the
Dominions, The situyation has altered completely within the last.
year and at Ottawa for the first time it is possible for all delegations
to speak freely in terms of tariff preference. Imperial Preference
has thus emerged definitely from the realm of vague sentiment into
the dominion of practical economic policy, We are now past the
talk of Empire self-sufficiency and the idea of Empire Free Trade
wag definitely repudiated by the Dominion Ministers in 1930, It
has also been recognised that the voluntary gift method cannot
achieve much and concessions made as voluntary gifts cannot be
taken as lasting. Even today it is not entirely clear that all
parties to the discussion use the term Imperial Preference in the
same sense. But it may, we believe, be safely asserted that
Imperial Preference consists in the definite affirmation by each
unit in the Empire of the principle that, while safeguarding the
interests of home producers, every method of assisting Empire
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buying will be explored. The most important method is to be that
of tariff preferences.

The history of the reception of the Imperial Preference idea in
India by Government and the leaders of public opinion is also instruc-
tive, It was first elaborately examined by Lord Curzon’s Government
in 1903 and they came definitely to the conclusion that “as regards
India, the balance of advantage is distinctly adverse.” In the first
place Government was afraid that India’s policy might be dictated
by the needs of the other constituents of the Empire ; secondly they
apprehended loss of revenue, and thirdly retaliation, On the other
hand they were of opinion that “the preferential advantage which
we might hope to receive is neither large nor assured,” From the
exclusively economic point of view they asserted that “India has
something, but not perhaps very much, to offer to the Empire;
that she has very little to gain in return; and that she has
a great deal to lose or to risk.”” It is needless to add that
leaders of public opinion were throughout opposed to the idea
of preference,

Nothing important happened after the despatch of Lord Cur-
zon's Gevernment for a very long time, The matter was again
brought to public notice prominently by being included inthe terms
of reference of the Indian Fiscal Commission. The report of this
commigsion contains a long chapter on Imperial Preference. And
while the writers of the minute of dissent are vehemently opposed
to the ides, the majority of the commissioners support it with certain
reservations and under certain conditions. In recent times the
idea has been discussed exhaustively twice in the Legislative
Assembly, once when the Tariff Board proposals regarding discri-
minating between Iron and Steel imports of British and non-
British origin were adopted in 1927 and again on a similar occasion
with regard to the Cotton Industry (Protection) Billin 1930, On
both these occasions, however, it was made clear by Government
that the particular legislation then under consideration did not
involve approval of the idea of Imperial Preference as such. At the
Imperial Conference of 1930 when the question was brought up
prominently by Mr. Bennet, Sir Geoffrey Corbett on behalf of
the Government of India mage a non-committal statement stressing
largely on the inability of Government to take a definite step on
the eveof important political developments,
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At Ottaws 8lso the speeches intheopening session foreshadowed
no agreements of the nature that were ultimately arrived at. While
Mr. Bennet reiterated the proposals so summarily rejected by the
British Cabinet in 1930, Mr. Baldwin talked of & generally lowered
level of tariffs as resulting from the Ottawa deliberations and Sir
A. Chatterjee was as cautious as Sir Geoffrey had been. Whatever
the reasons that brought about the change in the situation at Ottawa
it is undoubted that the United Kingdom and the British Empire, as
a whole become as a result of these agreements completely tariff-
ridden and it will be no longer possible for British statesmen to
pretend that their tariffs have been imposed merely to attaina
bargaining position.

The nature and genesis of Imperial Preference being thus
indicated, we may next examine some of the usual grounds on which
the idea is supported, especially in the Dominions. There is, in
the first instance, the strong sentiment in its favour based primarily
on racial and cultural affinity, Such a sentiment on the part of the
English-speaking Dominions and Great Britain can very well be
appreciated. It is obvious, however, that the sentimental support
‘to Imperial Preference is, to say the least, weak in India and will
ever continue to be so. Imperial Preference may well be
offered by us if it is likely to result in a definite political or
economic gain; but we need not on this point be swayed at all by
sentiment. This is a perfectly proper attitude in view of the fact
that even Great Britain refused steadfastly for over three decades
to change by ever so little her fiscal policy in spite of the constant
appeals of Dominion Ministers,

Apart from the sentimental basis, there is the important fact
that the productive activities of a great many Dominions and Great
Britain are mutually complementary. The Dominions are large
growers of wheat, meat, fruit, wool, dairy produce, etc., for which
there is an extensive:market in Great Britain ; and they import, in
spite of their attempts to foster a number of secondary manufactures,
in considerable quantities finished gocds, specially of British origin.
Mr. Scullin put this aspect of the question to the Imperial Con-

ference in 1930 in the following words : “ Whereas in competitive
trade there are elements of friction and loss to some of the compet.

ing nations, complementary trade must be wholly good to those
who engage therein. In the Empire we have unexampled oppore
tunities for such complementary trade. The United Kingdem is
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the world’s greatest purchaser of most of the primary products,
which are the main basis of dominion exports, while the Dominions
alresdy provide an enormous market for many classes of manufse-
tures. ” In this respect also the position of India differs in its
essence from that of the Dominions. The character of Indian
sgricultural exports is peculiar and Indian agricultural economy is
of a much more self-sufficient character than that of the Dominions.
Again, the scope for the growth of industries in most Dominions is
strictly limited and they are in character mostly secondary indus-
tries ; in India a protectionist policy may enlarge the field of indus-
try very widely and the growth may well spread over the primary
manufacturing group. Thus the two reasons which mainly predis-
pose Dominions like Canada and Australia in favour of the Imperisl
Preference idea clearly do not hold good in the case of India, It
should be observed that South Africa, which also differs somewhat
in.both the respects mentioned above from the other Dominions, is
decidedly Iukewarm in its support of Imperial Preference,

Again it was often suggested before the results of the Otiawa
deliberations were made public that Ottawa would serve as a preli-
minary step to a world-wide plan of economic cooperation and that
the lowering of tariff walls in favour of Empire countries would
prepare the ground for a more general step towards encouraging the
freedom of economic exchange. Such hopes were, however, bound
to be falsified. Imperial preference, it should be remembered, does
not bring into existence an area in which trade is entirely free; it is
not a customs-union*. There are important geographical and
other reasons why the idea of an Empire customs-union is
not practicable and we have already pointed out that the high
protectionist policies of the Dominions rule out the idea of
Empire Free-trade, And as the Ottawa agreements have proved
Imperial Preference in practice is to result in increasing both the
extent and theheight of tariff walls as against non-Empire countries.
1t is speciaily to be noted that in the agreements with the Dominions
-the United Kingdom has committed itsell to maintaining a given

* Not thateven a customs union indlcates necessarily s step in advance,
¥or as Grunzel has put it; “ though it is oaloulated that approximately four-
fifshe of she bhabitable land surface of the globe and of the total population now
belong to the larger customs division, this signifies neither prograss in the dires-
tion of a world economis organism nor an approach towards a common univer-
sal freedom of trade but only an arming for the confliot on a world soonomy

“#ane " Eopmomio Proteetionism. (p. 30) 1916,
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level of preference on commodities like tobacco for a period of ten
years, in the case of many others for three years and for certain
éntire schedules the previous consent of dominion governments
would be necessary before the existing preference arrangements
were disturbed. It is obvious that this distintcly stereotypes and
solidifies the tariff system of the United Kingdom and makes it
almost impossible for that country to bargain with others outside the
Empire by holding out promises of lowering its tariff against their
goods. What appplies to the United Kingdom applies pari-passu
to the other units of the Empire and it is highly questionable
whether we should allow the introduction of this particular
element of rigidity in our tariff system. A consideration of special
importance in this connection is the oftrepeated but easily
forgotten fact that a tariff once levied tends to create vested in-
terests and these being keenly interested in keeping alive the
concessions it is always difficult to effect a downward revision of
duties once levied.

We may turn now to an examination of the strictly economic
srgument that can be put forward for Imperial Preference. The most
favourable exposition of a prcference policy for India is obviously
to be found in the majority report of the Fiscal Commission.
The economic principles have been discusssd in Paragraphs
224 to 232 of the report. The resemblance of the argument
for preference with the most important of the arguments—
‘the infant industry’ argument—for protection is clearly pointed
out. In the firgt instance the commissioners stress the importance
of the source of supply ot commodities on which preference
isto be granted. They write “so long as a substantial quantity
of the commodity continues to be imported from countries to
which the preferential rate is not extended, the price of the
commodity will be regulated by the higher duty. When on the
other hand the country receiving the preference supplies pra-
ctically the whole market then the price to the consumer will be
regulated by the lower rate " (para 225.) This, however, is not the
whole matter. For the Commissioners have entirely failed to
notice that in the latter case the consumer will not be saddled with
an additional burden only if the cost of production of the com-
modity in question in the country to which preference is granted is
equal to the cost of production in other countries. The more
correct theoretical exposition will be found in Sir J. C. Coyajee’s
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“Indian Piscal Problem.”®* The elasticity of supply is thus,
seen to be the most important consideration in the selection
of commodities on which preference may be granted. Now it must
be emphasised that in a country which has deliberately adopted the
policy of discriminating protectian, at least equal discrimination needs
to be shown in the grant of preference. In the words of the Fiscal
Commission, therefore, “If a preference is given to an inefficient
industry or to an industry which with preference is not likely to be
able to supply eventually the whole market [at, it should be added,
a competitive price] the preference will constitute a permanent
burden on the consumer,and will, therefore, from an economic point
of view be unjustifiable,” (Para. 227.) Just as under discriminat-
ing protection we ascertain before granting protection whether an
industry will eventually be able to do without protection or not so
also a discriminating Government cannot and should not grant pre-
ference which involves an immediate burden on the consumer with-
out even a distant prospect of its being lifted,

It logically follows that the grant of preference should be as de-
liberate ag the grant of protection and that “it must be confined to a
comparatively few commodities and cannot take the form of a general
preferential tariff.” (Para 245) And that according to the recommen-
dations of the majority of the Indian Fiscal Commissioners { 4
aut of 6 of whom were Britishers) “as a preliminary toany considers-
tion of the desirability of India adopting the policy of Imperial
Preference, an examination should be made by the Tariff Board to
determine whether there are any commodities on which preference
might be given in accordance with the principles which we have
Iaid down."” (Para 263.)

It is clear that no guch enquiry has been conducted asa pre-
liminary to the Ottawa agreements and the number of commodities

entering into the agreement are so numerons that any comprehen.
sive study of the position by even Government experts seems not
to have been possible. The agreement is the usual type of trade
agreement ;  the result of along drawn bargaining process and
prima facie it stands condemned.

The ground now is, however, likely to be shifted; and it
might be pleaded that the Indian delegation at Ottawa had to enter

Voe e 184-F 1894



into pome sort of agréement and to agres to giving preference be.
eause of either the hopes of & prospective gain to the Indian pro.
ducer or the fear of an immediate loss to him in case no concesgions
were made to the United Kingdom. The Indian Fiscal Commission
when it reported was definitely of opinion that the actual and pos-
sible gain to India of preference was small and that India could not
grant extensive preference without serious loss to herself. They
thought that Indian exports were not of a kind to benefit appre-
ciably from preference and it follows that they are of a type not to
suffer much because of the withdrawal of preference, It might be
urged that the situstion today is radically different ; that the depre-
seion is weighing particularly heavily on the agricultural countries
and that this makes it imperative for us to expand our markets or
at least consolidate our position in those that we occupy at present.
This argument needs serious consideration and will be examined
in detail when we'deal separately with the various export commodis
ties on which the United Kingdom is offering preferance to India.
One important point may, however, be made here. The position of
India, though bad enough, is infinitely better in this respect than the
position of countsies like Argentine, Australia or Canada. While in
this group of countries the agriculturist depends very largely on his
foreign markets, in India the reverse is the case. Further while in
these countries agriculture is highly capitalised and commercialised
it ia not so in India. With us crops are still largely grown for home
consumption or for local sale and except in the case of some special
commodities the export market is unimportant from the point of view
of the producer. Approximately nine-tenths of our total cultivated
area is under food grains and with regard to this production it would

not be un-true to say that the export markets do not count. Rice
in this group is the most important expott crop and even

if we include Burma statistics the avetage exporis of rice do
not amount to more than 7 p.c, of its total production. The
fodder crops are consumed entirely within the country and the
game is true of sugar-cane. The remaining important crops in
the aorder of their importance are cotton, oilseeds, jute, tobacco
and tea. In the oil-seceds group the main constituents are
ground-nut, seasmum, rape and mustard and linseed. We give
below 8 table extracied from the Reviews .of the Trade of
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India showing the percentage of exports to total production of
these crops. _

1927-28 1928.29 1929-30 1930-31
Rice 8 6 7 7
Wheat 4 1 1 3
Cotton 46 66 79 81
Groundnut 24 26 27 20
Sesamum 2 6 2 02
Rape and Mustard 8 9 4 4
Linseed 63 49 65 1
Jute 49 51 44 k)|
Tea 92 89 87 91

The Imperial Economic Committee estimated that in 1927 only
3 p. c. for our total tebacco production was exported. Foreign mar-
kets are thus seen to be important to growers only of tea, cotton,
linseed, jute and groundnut. Our agriculturists are suffering
acutely from the world fall of prices but except in the above men-
tioned cases they have not to face the added evil of precarious
foreign markets. Contrast this with the position of Australia or
Canada or Argentine. Of the wheat production of these countries
41, 60 and 59 p. c. respectively was exported on an average to
foreigh countries in recent years,* The proportion is even larger
in the case of the wool production of Australia or the linseed and
maize production of Argentine. The growing of these products, it
should be remembered, is the main business of the agriculturists of
these countries and then it would be realised how very important
to them is the retention or expansion of their foreign markets.

It seems to us clear, however, that there was no need for haste
on India's part. We are not in the same desperate position with
regard to our foreign markets as Australia and Canada. And if
Imperial Preference had to be adopted it should have been adopted
only on a few selected commodities after such deliberate enquiry as
has been suggested by the Fiscal Commission,

However, now that the nominated plenipotentiaries of India
have entered into an agreement it is necessary to examine in some
detail the merits thereof. The old idea of Imperial Freference as a

* Esmpin Marketing Board :—Grain Crops (1938).
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voluntary gift is now completely dead. We are confronted with
what is, in both theory and actuality, a bargain. We have to weigh
the probable profits and losses arising out of this bargain. As we
have been assured that preference will not diminish in any measure
the protection granted to Indian industries the real economic loss
to India from preference would now be the increased cost to the
consumer. The Indian Fiseal Commission say in this connection,
«We have shown in analysing the effect of preferential rates, that
they are likely in many instances to penalize the consumer in the
country granting the preference and it isin this respect that we
anticipate that any considerable application of a policy of preference
would cause distinct economic loss to India” ( Para 243.) This
gerious economic loss to India will have to be balanced against the
possible gains resulting from the agreement to our producers. We
proceed to do this in the two sections that follow.



CHAPTER 1L

B = S

The Ottawa Agreement,
SECcTION 1,
Articles of Import.

In determining whether a particular measure of preference will
prove burdensome to the consumer or not the two considerations
that count are (i) the elasticity of supply and (ii) the possibility of
the United Kingdom manufacturers beingable to do without pre-
ference at some future date and being able to market their goods
at a competitive price. Unless both these conditions are satisfied
preference means the levy of a permanent burden on the Indian
consumer. If the U. K. supply is inelastic and imports to India con-
tinue to flow in largely from other countries preference helps the
foreign producer entirely at the cost of the home consumer. Further
even if the supply is drawn entirely from the United Kingdom as a
result of the preference, the consumer will continue to bear an
additional burden until the U, K. producer is able to market his
goods on competitive terms, 1t is, of course, not possible for us to
determine the possibie consequences of the preferential treatment
of the whole list of commodities included in the Ottawa agreement.
Only an expert commission after detailed investigation could opine
on such a matter with some authority. Each major head of imported
goods consists of a large variety of articles in each of which the
conditions regarding supply and competition vary largely, On
matters of like nature even Tariff Boards have found it difficult to
framc estimates of the probable future course of trade and prices
andin a number of cases where they have framed such estimates
iater events have proved them wrong. We shall, therefore, nat
attempt the impossible. This does not, however, mean that no
indication can be given of the general and approximate effegt of
the Ottawa agreement.

The trade statistics can be drawn upon to show the extent to
which we are drawing supplies of the different types of goods from-
the various countries and we present in appendix A the detailed
figures of the value of total imports into India from all countries of
those groups of commodities on which preferenceisto be granted and:
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in appendix B the imports of these from the United Kingdom. We have
given these figures for the four years from 1927-28 to 1930-1931 and
in a separate column we have also indicated the average for the years
1927-28 to 1929-30, An average for these three years seems to us
to give as reliable an index as possible of, if one may use the term,
normal conditions in recent times. It will be this average that will
be used throughout the following discussion. The figures by them-
selves are not very helpful and we have, therefore, in what follows
taken each important group of articles on which preference is to
obtain and examined it in some detail. We have in this examination
deliberately relied mainly on one source of information-the annual
reports of H. M. Senior Trade Commissioner in India and Ceylon
(Mr. T. M, Ainscough) on the conditions and prospects of British
Trade in India. These reports contain a variety of detailed and
authentic information collected from trade and other sources and pay
special attention to the competition met with by U. K. importers
in the Indian market and the probable course and fluctuations of
prices, In the individual examination of each head we shall give
special attention to (i) the proportion of U, K. imports in the total
imports under the head (i) the various subgroups of that head
and the extent of non-British competition therein (jii) the character
of such competition.

We shall examine firstly those commodities to which preferen-
tial treatment i at presen. being accorded : Cotton manufactures

and Iron and Steel,

Cotton Manufactures: The preference given to British
Cotton piecegoods in 1930 was the occasion of a keen controversy
in the Legislative Assembly. The principle of Imperial Preference
was hotly discussed in that body but the reasons put forward for
the granting of this preference were entirely other than the palicy
of preference. The official reasons for suggesting this course are
fully explained in the note written specially for the occasion by
Sir G. Rainy. The chief contentions sought to be established in
thig note are as follows. (i) the war and post war development
in the Indian mill industry has been chiefly at the expense of the
United Kingdom (ii} only about 1/8th of the imports from U. K.
compete directly with Indian goods. (iii) that a duty higher than,
15 p. c. is entirely unnecessary for protecting this portion of Indian
production (iv) That though a higher duty on British goods
.might perhaps help Indian industry to develop more rapidly such
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help would be incommensurate with the total burden invelved on
the consumer. It was established that non-British goods compete
to a very much larger extent with the Indian mill industry ; and
Government urged that the only way in which the competing and
non-competing imports could be demarcated was by establishing a
distinction with regard to the country of origin. The preference
granted to the British was, therefore, merely a customs device to
prevent taxing the consumer unduly.

With regard to the foregoing view put forward by Sir G. Rainy
a number of points readily suggest themselves. Itis in the first
instance obvious that the guesses about the field of competition are
crude and extremly liable to error. And the estimates of Sir G,
Rainy have been proved wrong by later events. We quote
below from the latest representation of the Bombay Millowners'
Association before the Tariff Board (1932). #“The industry
maintained that the extent to which United Kingdom goods
directly competed with Indian manufactures was considerably
under estimated and as aresult of informal discussions... the
proposals for taxation were modified to the extent that grey
jaconets etc. imported from the United Kingdom were made subject
to the 3} annas specific duty which may be taken as an asdmission
of their directly competitive character. The industry was also of
opinion at the time that a considerably higher proportion of English
dhoties competed against Indian dhoties than Sir George Rainy or
Mr. Hardy had estimated and the substantial re-placement of
English by Indian dhoties which has since taken place
appears to indicate that the view taken by the Industry was
more nearly correct.”* Again the assumption has been implicit
in all estimates hitherto that the competitive field of Indian
mills will be limited to types of goods which could be manufactured
from Indian cotton. This is not correct. Mr. Ainscough for example
writes in his latest report. “It is inevitable that the Indian mills will
encroach to a rapidly increasing extent upon the finer types of
plain fabrics as they use more and more American and Egyptian
cotton for the spinning of finer yarns for which many existing
plants and almost all the new mills are being equipped.’t
An important conclusion reached by Mr., Hardy in con-
sidering the extent of indirect competition is that area for area

* Pp. 33—34.
+ Report for the year 1930-=31. P. 63,
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fine cloth isoften cheaper than coarse cloth and this may cause
indirect competition between imported fine cloths and locally made
coarse cloths.* All these considerations would show that United
Kingdom piece-goods compete with Indian goods over a much
larger area than was estimated by Mr. Hardy.

We are, however, concerned here with the effect on the consu-
mer of this discrimination by country of origin and neced examine
chiefly the contention that a lower duty on British manufactures
helps the consumer of imported cloth. The determination of this
question entirely depends on whether the price of British cloth will
be determined by the lower or the higher rate of duty. The whole
history of the post-war period exhibits the continuous invasion by
Japan of fields, hitherto considered as unassailable by the
United Kingdom producer, In the total imports of piecegoods
into India Japan already holds nearly half the share in the class
of grey goods and a third in coloured, and the competition is
slready extending rapidly in the remaining class of bleached
poods. ¢ The most serious feature of Japinese competition, how-
ever, is their incursion into the trade in bleached goods, which had
hitherto been a monopoly of the United Kingdom. In 1928 Japan
supplied 1 p. c. of the value of bleached goods imported, in 1930-31
8 p. ¢. and in the first four months of 1931-32 no less than 13. 8. p. c.
Japanese qualities of whiteshirtings, drills, jeans and nainsooks are
being established and even white mulls are now being placed on the
market."t The preference to British goods has by degrees increased
from the original 5 p.c. and now stands at nearly 20 p.c. Japan has
been able to compete with the United Kingdom in spite
of the preference which shows that outside the sphere
of competition of the Indian industry prices of fine imported
cloth have been kept at an unnecessarily high level by the fact
of differentiation. For, each importer will adjust his prices
with relation to the prices of his competitors as the following
quotation from Mr. Ainscough cleatly proves; * In the first place,
the old tendency to increase margins and raise quotations as soon
asa good business for Indiais in progress and appears to be
expanding has, of recent years, had the effect of completely
stifting that business and playing into the hands of competitors.

* G. B. Hardy : Report on Import Tariff on cotton piece goods eto. p. 73 (1929)

1 Ainscough 1930-31 P. 68 also the representation of the Bombay !
Millowners® Association Pp. 57-38, :
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The important enquiries which were in hand for this market in
February last and which would have resulted in definite placements
were lost to  Lancashire manufacturers by the steep advance in
their quotations......... Importers in India quite appreciate the need
for increase in prices on account of advances in the raw material or
other ascertainable reason. They greally resent, however, the
recent tendency in Lancashire to force up prices whenever en-
quiry appears to be expanding. In pre-war days when the general
level of prices was well within the reach of the Indian consumer
and foreign competition was negligible, no serious harm was done
to our trade, butin 1927, when British quotations are just within
the reach of buyers such a policy would appear to show a lack of
appreciation of the present position ”*

Japanese competition has been the main factor in keeping
prices low in the post-war decade and we may be excused if we
reinforce this argument by still another quotation from. Mr. Ains-
cough's valuable reports. He says: ¢ Japanese competition is
based simply and solely on the price factor. Just as Mr. Ford
realised the world's needs for a standardised transport vehicle at
the minimum possible cost, so the leaders in control of the highly
centralised and closely-knit, cotton industry of Japan have
realised the need throughout the East for standardised cloth at
rates which are within the limit of the restricted purchasing power
of the impoverished masses of India, China and Africa, Although
the Japanese manufacturers are not prepared to meet the demands
of thousands of dealers for a multiplicity of dimensions, designs etc.
nor are they prepared to grant extended terms of credit or other
exceptional facilities to their clients, they have forced their way
into the market by offering an article which the masses could afford
and which the importers and dealers have been forced to stock and
sell.” 1If, therefore, the interests of the Indian consumer have
rightly to be guarded this cannot be done by making a distinction
. between British and non-British goods and granting preference to
the former. The field of the competition with Indian industry may
be clearly demarcated and a protective duty laid as within that
area and the entire body of imports outside this limit should be
subject only to a revenue duty from whatever country they
originate. It ia wrong to pretend that the preferential treatment of
cotton piece-goods imports is a customs device introduced to benefit

* Report 1926-27 p. 57-38,
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the Indian consumer, It is merely a bounty given to the British
producer at the expense of the Indian consumer to help him in the
competition with Japan., We stress this point because a preferen-
tial duty on annual imports averaging over Rs. 50 crores is a very
great concession that we already extend to the United Kingdom ;
and a strict attention to the interests of the consumer should lead
us to revise the scheme of protective and revenue duties on cotton
manufactures and do away with preferential treatment. If this is
not done it should be reckoned as one of the costs of the policy of
Imperial Preference and that policy judged accordingly.

Iron & Steel: Preference to the United Kingdom is
already given in]the majority of iron and steel products
imported into India, The history of the introduction of this
preference into our tariff system is similar to that of cotton
preferences.  Whereas, however, in the case of cotton goods
the suggestion regarding Imperial Preference did not originate
with the Tariff Board, it did so in the case of the iron
and steel products. It was the Tariff Board that recommended this
particular way of giving protection to the Tata products as the best
possible out of a great many that they considered. The reason
for which the Tariff Board recommended such a discrimination was
that the price of continental steel was less steady than that of
British and therefore, more difficult to forecast. They suggested
therefore, n set of standard duties based on the calculations of
British prices and suggested additional duties in the case of conti-
nental steel with a discretion to the executive to vary them.
Another reason why this particular course was recommended was that
the standards of British and continental steel were different, the
latter being of a distinctly lower standard and that Indian products
required a heavier protection against their competition. The view of
the Tariff Board was endorsed by Government and legislation
introduced accordingly in the Legislative Assembly. This however
wag most vehemently opposed therein. Almost all leaders of public
opinion, including Mr, Shanmukbham Chetty, opposed this scheme.
Indeed from the select committee a minority report recommending
a scheme of weighted duties instead of the discriminating ones was
put forward. :

The objections against the suggestions of the Tariff Board were
numerous. It was pointed out that it unduly hit the consumers of
cheap continental steel even in such distant parts of the country as
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Burma, Bombay, Karachi or Madms where the Tatas were not able
at all to send any of their products. It was also alleged that the
Tatas did not compete with continental steel to any considerable
extent. The British steel is chiefly taken up in the better kind of
work and what is called the “Bazaar Trade” is generally dominated
by continental steel. All sorts of miscellaneous industries there-
fore, which are dependent on the supply of cheap steel have been
severely taxed by the special discrimination against continental
steel. British exporters on the other hand have obviously profited,
Mr. Ainscough was able to note in his report for the year 1927-28
the following quotation from the Committee of the Calcutta Import
Trade Association for the year 1927, “The new customs duties,
which give a preference to British manufactured material, came into
force on April 1st, It resulted in users being able to purchase
British standard specification material almost Rs. 20/~ per ton lower
and consequently imports have increased.” The trade statistics
proved this. Immediately in 1927-28 the U.K. share of Iron and Steel
imports into India stood at a level much higher than it had ever
been since the year 1920, Continental competition was distinctly
checked and made headway in the following years chiefly in those
cases in which the British standard specifications were not
insisted upon.

There was also another direction in which competition re-
mained keen. There was a certain section of these imports where
no difference had been made in the duties as betwean British and
non-British imports. Chief among this class were galvanised sheets,
Naturally, therefore, we find that in the imports since 1927-28 the
greatest increase has been in the non-British imports of galvanised
sheets, The prices of continental galvanised sheets went very
lIow in 1930 and it was necessary for the protection of the Indian
industry that the general rate of duty be increased. This rate was
80 increased in 1931 without, of course, introducing any element
of preference,

. The Ottawa agreement contemplated the grant of preference
to the non-protected section of the iron and steel imports. Chief
among this section are wire, wire nails, wire rope, hoops and
strips etc.; the entire value of the imports of this group did not come
up on an average to Rs.2 crores and the U. K. share of them
was less than a third. In the supplementary agreement effected
after Ottaws, however, galvanised sheets have been covered and the

9
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entire group of iron and steel imports thus becomes liable to pre-
ferential treatment, Certain features of this supplementary agree-
ment call for special notice. The galvanised sheets trade is an
extremely large and important trade, the average value of its imports
being nearly Rs. 6 crores. The trade was almost a preserve of the
British but during the last two or three years Belgian competition
has become extremely keen, Galvanised sheets are very largely in
demand in the country side all over India and an increase in their
~cost may be held to be a serious hardship to the poor Indian con-
sumers. How important they are to the cultivating classes is indi-
cated by the observed fact that a fall of raw jute prices brings about
"4 considerable dimunition in the demand for them in Bengal. Al-
ready we are paying an absurdly heavy price for the protection of
an industry which does not produce even as much as one-twelftlr of
the total consumption of galvanised sheets in India.* Lo thisis to
be added preferential treatment. Belgium had been able to make
headway owing to lower prices and had captured almost a third of
the market in 1930-31, The supplementary agreement by raising
still further the duty on foreign sheets and lowering that
on British sheets seeks to restore to the British industry the
dominant position it once held in the market. The following
quotation from Mr. Ainscough’s report will make clear what is
-at the back of this supplementary agrecment, “The most satise
factory solution of many of our difficulties in India would be
a mutual rapproachement between the steel industrics of the United
.Kingdom and of India with the object of preventing overlapping of
effort, a mutual arrangement of rolling programmes, delimitation of
markets and combination against foreign competition. From such
a form of rationalisation on Imperial lines, the industries of both
countries would receive great advantage, foreign competition would
be checked, prices would become more stabilised and the consumer
would be better served,”t It is exactly these attempts at rationalisa-
tion on Imperial lines that seem most highly objectionable to us.
The Empire is not a specially convenient economic unit and in the
-case of India this rationalisation process means merely increasing
our economic dependence ;on the United Kingdom. During the
post-war period this dependence has been steadily lessening and the
process of the diversification of India's foreign trade has been all to

. Tariff Board Report on Galvanised sheets { 1830 ) p. 4.
t Report 1930-31, P, 75,



19

the good. The Ottawa agreement generally seecks to begin a
retrograde movement and this supplementary agreement carries it
further in the case of iron and steel than anywhere else. It tries
to abolish competition entirely and hands over the consumer bound
hand and foot to a combination of the British and Indian industries.

Another feature of the supplementary apreement which is:

highly objectionable is the clause providing for the Government of

' India imposing additional duties without reference to the Tariff-
Board. This goes against the whole spirit of our system and the
further provision that the additional duty would not negessarily be
limited to the amount of the price reduction is equally bad. For,
the independent determination of a fair price and the strict
limitation of the extent of protection Ly that price is the only pro-
tection against excessive protection, against jobbery and against
log~rolling.

Attention must also be drawn to another extremely important
point in connection with the grant of preference to this industry.
The British iron and steel industry is now itself a heavily protected
industry in its home market. The present duties are 33} p.c. on
raw and semi products and 20 p, c. on finished products. British
iron and steel producers have been for many years complaining of
continental competition and the grant of additional duties recently
by the Imports Duties Advisory Committee measures the extent of
the weakness of the British industry as against continental compe-
titorg, quality for quality. ( The complaint about the Indian buyer
being ignorant of standard specifications and heedless of quality-
cannot be made about the British buyer ). The present high duties
are said to be necessary to allow for reorganisation but even after
reorganisation there is talk of some measure of permanent protec-
tion,* The Fiscal Commission has definitely stated its opinion
that it would be inexcusable to grant preference to an
inefficient industry and the comparative inefficiency of the
British industry is clearly proven. As pointed out above
imported steel forms the basic material for a great many mis-
cellaneous industries all over India and if the United Kingdom can
insist in _its trade agreementsf that materials like lead, zinc
etc. shall be offered at world prices why should India not

* Economist. (L1—6-32) “Bteel Reorganisation and Tariffs.”
 Vide the Ottawa agreements with Canada and Australia.
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hold similar expectations with regard to its steel supply. In
this case also as in the case of coiton there are alternatives
to preference and the scheme of weighted duties found very
considerable support in 1927, Preference in this case also
imposes & specialfburden on the* Indian consumer and the burden
ip particularly heavy because it is granted to an inefficient industry.

Almost all machinery except such as i3 operated by merely
manual or animal labour, the value of whose imports is extremely
small, is subject to the specially low rate of duty of 10 p.c. It is,
therefore, not liable to preferential treatment. We now take up
the other groups on which preference is tobe accorded by the
Ottawa agreement for the first time.

Instrumenis and Apparatus:—Of this group it appears that
optical instruments and cinematograph films are not to be accorded
any preferential treatment. This is a mercy as in both these groups
U. K. imports are much less than half of the total. The most impor-
tant group in this head is electrical apparatus. In the case of elec-
trical apparatus the U. K, share is already large, varying round about
60 p. . head of the whole. But if one looks into the sub-classes of
these imports one finds considerable variations in the U. K, share,*
In the electrical fans etc, the U, K, share is on an average somewhat
less than half while Italy contributes largely to this class, In the case
of wires and cables U, K.takes up almost 80 p. c. of the whole trade,
On the other hand in the case of electrical lamps ete, U. K. supply
is comparatively negligible and countries like U. S, A.and Nether-
lands are the main suppliers. German importers take up a fair
share in most categories and they are collectively most important
after the United Kingdom., Mr. Ainscough in his report for the year
1926-27 quotes the following remarks of a leading British importing
firm. (p. 73 ).

# Speaking generally the bulk of the competition met with is of
continental origin. It is difficult to take any particular type or line
in which competition can be said to be keenest, and continental
prices in all cases for such items as tumblers, switches, lamps, lamp-
holders, wiring accessories etc. are below ours. The principal point
we would draw your atteption to regarding this competition is

*Important Sub-groups amoeng Electrical apparatus. { 1929-30. Rs, Lakhys, )
Total Imports. 3,61 Wiren and Cables. 1,15; Lampa and parés 65; Fans and
parts 40,
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price. Generally speaking a better price can be obtained in the
bazaar, as well as from mercantile houses, for articles of British
manufacture, but of course there is a limit to the margin that can be
obtained.” As among the other types of apparatus the following
countries are after U. K. the most important suppliers. Germany
in mugical, scientiic and surgical instruments and U. S. A. in

photographic apparatus.

Hardware and Cutlery® : The imports from U. K. in this group
amount to a little over one-third of the total imports, It is, as natural,
very unevenly divided over the various groups of articles contained
in this major head. In Agricultural implements and pruning knives
which are mostly imported for use by the tea planters the United
Kingdom supplies more than 85 p c. of the total imports. In imple-
ments and tools the United Kingdom supplies over half of the total .
imports the rest being almost equally divided by Germany and
U.S. A. In the miscellaneous heading of other sorts of hardware
the United Kingdom supplies nearly half of the total imports,
In most of the cther heads, however, its share is either small or
entirely insignificant. For example, in builders’ hardware Germany
supplies more than half and U. K. a little less than quarter while
in domestic hardware Germany supplies somewhat less than half
and U. K. a little more than quarter of the total imports. In ename-
lled iron ware and metal lamps, U. K. share is insignificant being
only 5. p. c. or less. The dominant position being held in
the former by Japan and in the latter by Germany. Under
the heading of bazaar hardware and cutlery Mr, Ainscough
bas made several interesting observations in his reports
for the years 1926-27 and 1930-31. We quote below a few extracts
from these. Report for 1926-27, “British firms enjoy the greater
share of the imports of the better quality hardware for use by the
Government departments, railways, public bodies, industries and
European enterprises in general. In the enormous trade in the
bazaars, where price iz almost the sole consideration and where
qusality counts for little, it i3 no exaggeration to say that the
British share has fallen to almost negligible proportions. ” (p. 65).
# German competition ig reported to be due to price only, while

* Important subgroups in Hardware, 1929-30 (Lakhs Rs)) Total imports.
5,06 ; Motal Lamps and parts 83 ; Implements & Taols 71; Builders” Hardware,
40; Enamelled ironware 32; Agrloultural Implements 14; Domestic hard«
ware 13,
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American competition is chiefly due to better design and greater
guitability”. (p. 66) “There is no doubt that if British prices were
competitive the other minor disabilities under which we suffer would
rapidly disappear " (p. 67) Report for the year 1930-31:- The redu-
ction in the British percentage [in this trade] from the pre<war figure
of 57 is a measure of the declining competitive power, of the United
Kingdom in the Indian bazaars, where cheapness and a showy
meretricious appearance are generally far more important than quality
and durability. Evenbefore the war, continental priczs were lower
than United Kingdom quotations for most cheap bazaar lines, but
dealers were willing to pay a slight premium for U, K. quality
which was recognised and we held a large share .of the trade.
Owing to the great increase in the cost of production in the
United Ringdom since the war U. K. prices of these low grade
articled have risen to such an extent that they are beyond the
purchasing power of the masses. In many articles of hardware and
sundry goods, continental makers now underquote to the extent of
15 to 20 per cent”. {(p. 85} In cutlery Germany holds the dominang
position taking up more then 60 p. c. of the total imports.

Woollen manufactures :*~~The most important groups under
this head are wollen piecegoods, blankets and rugs and shawls.
The blankets and rugs are drawn almost entirely from Italy and
shawls very largely from Germany., But in wollen piecegoods,
which take up almost two-thirds of the value of the total imports
under this head the United Kingdom used to be in a dominant
position. This position has, however, considerably deteriorated of
recent years and though it is still the most important single supplier,
imports from France, Germany and Italy have rapidly risen in the
post-war period. The reason for this recorded by Mr. Ainscough
being that, ¢ The post-war rise in the price of wollen goods hag
resulted in the substitution of the cheaper French, Italian and
German cloths for the higher grade British qualities.” “While the
market was just able to afford the productions of France and Italy
the higher priced British goods were beyond the purchasing power
of the masses.” And in the latest report * The trade in Italian
waollens has bzen remarkably well maintained which tends to prove
that there has only been a market for the very chapest production.”

* Important Sub-groups in woollen manufactures 1929-30 ; Jakhs Ra.

- Total Imports 3,77. Woollen Piece-goeds 233; Blankets and Ruge 51;
Bhawls 27, - .
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Metals :—Aluminium, Brass and Copper ;—In Aluminium the
dominant class of imports are wrought circles, The most important
supplier of these is U. 8. A.; the United Kingdom supplies roughly
8 third or less. Some of the continental countries also figure in these
imports. “The leading U, K. and U. S, A, groups ars strongly re
presented in this country and keenly compete.” in yellow metal
sheets before 1926-27 the U, K. produce supplied the greatef
portion of the trade. Germany has, however, ousted the United
Kingdom very largely from the market in recent years. ¢“British
sheets are preferred if their price is competitive but the disparity
between British and continental quotations has for some time been
too great to be bridged.” In copper imports also Germany takes 8
larger share now than United Kingdom and the share of France
and Belgium is an increasing one. Here again, “price is the
determining factor.” .

Motor Vehicles* :—These imports are made up of three groups’
Motor cars, motor cycles and motor omnibuses, lorries etc. The
total values of mator cycles imported is very small and the trade i¢
held almost en:irely by U. K. makers. In the value of cars import”
ed the U, K. share is nearly a quaiter of the whole. The chief im”
ports come from Canada and U. S, A. and tbhese are the cheapes®
types of products absorbed. In the British qualities and grades Italy
and France are also important competitors, In the motor lorry trad®
the United Kingdom share is extremely small, On this th¢
standardised comment of Mr, Ainscough for the last few years hs?
been as follows :  “The services throughout the country are almos®
exclusively equipped with light vehicles of the American type. Th?
reason for this is that the Indian who promotes a transport organis#”
tion has usually anly a limited amount of capital. He is therefor?
attracted by cheap United States and Canadian vehiclgs, which v
usually purchases on the hire purchase system, runs them to deafy
and scraps them after a couple of years or so, thus avoiding tn?
necessity lor any rcpair and maintenance organisation, So long #
these conditions prevail and due weight is not given to the longﬁ/

* Values of sub-groups in motor vehicles.

1929-30, Lakhg of Rs,
Motor ocars. 3,16
Motor lorries eto, 2,42

Motor oycles i
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jife of the United Kingdom vehicle it is difficult to see how United
Kingdom types can obtain an entry into this business.”

Paper and Paste-board and Stationery® :—In Paper and Paste-
poard the United Kingdom supplied on an average nearly 35 p.c. of
the imports. Of these umports one item, old newspapers in bags and
bales is almost a British monopoly. J1he important groups under
this head are in order of impertance printing paper; writing paper
and envelopes, and packing paper. The United Kingdom has an im-
portant share only in the second group retaining the major portion
of the imports of note and letter paper and envelopes. In printing
paper certain types of trade are stationery owing to the protective
duty ; development having chietly occured in the non-protected
section of the trade. Here and even more so in packing paper
the Scandinavian and the Central European countries are most
important ; the United Kingdom supplies playing a comparatively
minor roll. In other stationery.the United Kingdom plays a very
important part the backbone of the Dritish trade being the
supply of office stationery and requisites by Brtish manufac-
torers. In the pencil trade Germany is dominant and German
and to some extent Japanese competition is very keen in the
cheap types of stationery for the bazaar trade. While high-grade
pens and pencils from U.S. A. have also established themselves
i the Indian market, The foliowing extracts from Mr. Ainscough's
1926-27 report throw further light on the nature of competition,
#The British paper trade is second to none in the efficiency of
its organisation for foreign trade and the majority of the packing
papers are imported through British firms, who would naturally
place business in the United Kingdom if it were possible to obtain
supplies there”. The following typify reasons given for success of
the competitors of the United Kingdom in particular lines, “Dutch
quality being inferior, the price is lower, and as price is the first
and most important consideration to the Indian, orders are placed
on the cheaper grade. ‘Ihe protective tariff on paper in India has
udversely altected Lhe imports of British grades, as this has forced

———

* Important subgroups in Paper and Pasteboard,

1829-30 Lakh, Ra,
Total imports 3,72
Priating Paper 1,23
Writing paper and Envelopes 69
Packing Paper 50

oid Dewspapers &6
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“up prices to a figure where every pie counts, Again, in the cheap
varieties for the bazaar trade there is very keen competition from
Germany at prices which are unapproachable.” The conclusion is,
“The whole question is one of price and it would appear that

British prices are on as low a basis as is possible with the present
cost of production in the United Kingdom".

Rubber manufuctures :—The average U. K. imports are about
4 third of the total, By far the most important item in this group
is pneumatic motor covers. 1In this U.,S. A. has now come to be,
ospecially if its branches in Canada are taken into account, the
most important supplier. The United Kingdom supplies roughly
-about & quarter of the total. It has, however, a much greater
share in the motor cycle and bicycle covers trade. It also supplies
a little less than half of the miscellaneous manufactures of rubber
imparted.

Chemicals—The pre-war imports were dominantly from the
United Kingdom especially in the heavy chemicals group;
the United Kingdom share being nearly three—quarters of the
total. This has gone down considerably during recent years
being mostly below 60 p.c. The U. K, importers have, however,
in this case a most efficient distributing organisation, the Imperial
Chemical Industries (India ) Ltd. The real competition in the field
being met with from tiie German I. G. group working through the
Havero company. The share of thig agency has been inereasing and
it has latterly introduced the Russian alkalies in the Indian market
In the words of Mr, Ainscough the market “is very largely a battle
ground for the U. K, and German groups, each of which disposes of
an efficient and widespread marketing organisation”.  Both
groups realise the immense potentialities of themarket ifit is adegua-
tely developed. British products hold their own in their specialities
in the heavy chemicals group. “German competition is at present
keenest in the bazaar trade for misczllaneous chemicals. Price is the
controlling factor. Where the trade is lost itis beause British
products are dearer than continental.”

Provisions :—Preference is to be granted on canned and
bottled provisions, cocon, chocolate and confectinary and preserved
milk. - The demand -for foreign provisions coming largely from the
Euaropean and the Anglo-Indian class the U. K. importer alrenﬁy
bolds & very strong position in thesz imports and such lines as

bacon and ham or biscuits and cake are almost entirely supplied
4
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by him. Preference, however, is not sought on these. In classes
in which preference is to be given the United Kingdom position is
strong already in the miscellaneus section of bottled provisions and
in confectionary, In canned fish and canned and bottled fruit the
position ig very weak ( U. K. imports being on an average only of
Rs. 5 lakhs value as against the total imports of Rs. 40 lakhs ), The
main supplier here is U, S, A, The sam: is the case with presarved
milk ( Total imports Rs., 86 lakhs., U. K. imports. Rs. 27 lakhs )
with the bulk of the supplies being drawn from Holland.

Ale, Beer and Poricy -— This item is predominantly composed
of the imports of beer, in bulk and in bottles. The beer imported
in bulk is imported mainly for the use of British troops and is drawn
entirely from the United Kingdom. In bottled beer whose imports
are nearly 50 p.c. larger than the imports of beer in bulk,
however, the United Kingdom hns to meet a great deal of
competition and the imports from Germany are usually as
large as the imports from the United Kindom. The Netherlands
and Japan also take up some share of these importa.

Drugs and Medicines :-The average U. K. share of these
imports is over 40 p. ¢. The main groups under this head are, in
order of importance; proprietary and patent medicines, camphor,
and quinine salts. Of this camphor ig largely supplied by Japan
and Germany. On the other hand in the other two groups the
share of the United Kingdom is half or slightly over; other suppliers
being Germany, U, S. A. France and Holland etc. Mr. Ainscough’s
latest report (1930-31) summarises the competative position in
this field thus, “The main difficulties at the present time are, firstly
the competition of sound German products at lower prices and
secondly the competition from both foreign and Indian preperations
which are not equal to the standard of the British pharmacopaeia,
The first difficulty is almost an insuperable one, but as regards
the second handicap itis hoped that the report of the recent
Indian Drug Committee will result in the introduction of legislation
on the lines of the Brilish Therepautics Act or the American Pure
Food and Drugs Act.”

Paints and Painters' Materials :~In paints and colours which is
by far the most important constituent of this group the
United Kingdom holds a larger than two-thirds share. Mr,
Ainscough notes that in view of the “growing paint industry
in India, which is being developed in modern plants by
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some of the leading U. K. makers, there i{s not likely to ba any
considerable future expansion in the import trade. German and
Japanese competition is keen in the cheaper paints for bazaar use’.
In painters’ materials the really important import is that of varnish,
Herein the United Kingdom is absolutely dominant. The most
important Indian purchasers of varnishies are the Indian Railways
and in the words of Mr. Ainscough, “The Indian Railway carriage
works provide a valuable market for U. K. varnishes”. The chief
competition that they meet and have to fear is from the Indian
branches of one or two U, K. manufacturers.

Cycles :~~Thanks to the remarkably low prices at which certain
British manufacturers in the Midlands can land their machines in
India the United Kingdom held on an average of recent years over
80 p. c. of this important and growing trade. German competition
was chiefly in parts and accessories. There is also the beginning
of Japanese imports in frames and parts at very low prices which
are assembled in the bazaar and sold, it is complained, number of
times, under a DBritish name,

Soap :=In household and laundry soap which forms over twoe
thirds of the total imports ‘the British position is overwhelmingly
strong. In this, there ia evidently no preference to be granted.
Even in toilet soap in which preference is to be given British sypplies
have been on an average over three-quarters of the total, The
important competitor here being U. S. A, whose excellent produc-
tions, itis said, are extensively advertised and actively pushed.

With regard to some of the remaining important commadities
the following points may be noted. In baots and shoes, Japanese
rubber and canvass and other shoes are most important but so
far as imports of leather boots and shoss are concerned the
United Kingdom takes up four-fifths of the trade, its only
important competitor being the Bata Workse. In earthenware
the United Kingdom continues to have the major share but in
porcelain which chiefly consists of table ware, common crockery ete.
Japan has of recent years come to hold the dominant position.
“The imports of cheap crockery from Japan have largely killed the
trade in cheap goods, which a few Staffordshrie makers formerly beld.
It is practically impossible to meet Japanese prices.” In the head of
building and engineering materials the chief classes, in order of
their importance, are (i) cement (i) asphalt and (ii) tiles. In cement
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the principal markets for which are Burma and Madras, United
Kingdom is the only important country of supply. In asphalt the
chief countries of supply are U. 5. A, and Egypt. In tiles, Italy
supplies on an average a third of the total imports while the United
Kingdom and Belgium supply each a quarter ofthe total. In the
general head of toys and requisites for games, toys are chiefly
gupplied by Japan and Germany, playing cards by U.S. A and
Belgium and it isonly inthe requisites for games and sports that
the United Kingdom plays an important part.

1t i possible to extend this examination of supply and com-
petition to other heads or to conduct it in greater detail. For our
purpose, however, that is entirely unnecessary. What has been
said above should have sufficed to indieate clearly the position of
the United Kingdom importer in the Indian market, There are neo
special disabilities from which he suffers. The boycott was a tempor-
ary phenomenon and it affected the facts and figures only for the
year 1930-31 which we have ignored. It affected trade also only
in cotton manufactures and Mr. Ainscough records that in impor-
tant trades such as drugs and medicines and moatals the boycott
had no appreciable effect. The United Kinsdom importer enjoys
on the other hand a great many special advantages, The United
Kingdom trade is of long standing and the United Kingdom
importer has old established connections and the advantage of good-
will. The import trade is in many important centres largely in the
hands of British firms which naturally favour United Kingdom imports,
The same is the case with other British controlled commercial and in-
dustrial activities inIndia such as the plantations, jute mills, collieries
etc, Government departments, railway companies etc. also favour
U. K. imports and a considerable part of the demand for imported
goods comes from the resident British and Anglo-Indian classes.
In spite of all these advantages the percentage of United Kingdom
imports in the total imports of India bas steadily declined during the
post-war period and the obvious reason for this pracess has been
the decline in the competitive strength of the U. K. producer. Two
separate reasons may be discovered as causing this decline. In the
first instance the United Kingdom level of wages and other elements
of the cost of production has been stabilised after ths war at a level
which makes it difficult for the U.K. producer to compete with other
countries in foreign markets. Secondly for a large part of the post-
war period there may be noticed a distinet lessening of the purchags



29

ing power of the consumers in India. This has forced them to buy’
sonewhat inferior types of goods to what they were used to bafore:
and it is notorious that the position of the British producer was
never very strong in the cheaper varieties of mast types of imported
conmodities. It bas thus come about that the United Kingdom
importer is steadily losing his importance and this has been due to
causes that are fundamental. These causes are not likely to be
alfected in any way by a preferential treatment of British goods. This
is & case to which an argument of the type of the “infant industry”
cou'd least be applied. Prices are the key to the whole situation
snd Mr. Ainscough records the following conclusion as the result
of an exhaustive enquiry in cartain selected trades in 1926-27.
“]t is most striking that in the case of each of the selected trades in
which foreign competition is most acute the main reason why British
manufacturers are losing ground is that their prices are above those
of their continental competitors. Most authorities admit that British
quality still commands a premium in the Bazaars but this premium
is not sufficient to bridge the gap between British and continental
quotations which in many cases is as much as 15 to 30 per cent.”*
Bt British prices cannot be brought down because of preference
givenin India, What will merely happen is that the gap will be
so newhat shortened and British exports will expand in selected
lines in proportions which are entirely unpredictable.

For this boon given to the United Kingdom what, howevers.
will be the cost to us. Th2 cost will be enhanced prices
of imported goods all along the line. It will not be
out of place to indicate briefly in this connection the nature
of the tariff system of India. This was till only a few years
a0 an entirely revenue producing system. Before the war
the customs duties were low and more or less uniform and
there was never the least intention of sheltering any occupation or
industry., During war years it became necessary to begin raising
this low tariff wall, still for revenue purposes only and it has only
bzen since the imposition of the duties on iron and steel that the
avowedly protective element has entered into our tariff, The tariff
has recently kept steadily mounting up on account both of prote
ctive and revenue needs.  Today because of the recent surcharges-
the general rate stands very high indeed ; but even before these

* Report, 1936-37, p. T4.
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weré levied the normal rate was 15 p. ¢. Sir George Schuster has in
last year's budget discussions clearly expressed his conviction that
at a pinch it is the indirect taxes, amongst them chiefly the customs
on which Central Government in India must always fall back. And
even in more normal times customs will long continue to be one of
the main pillars of central finances. Now it has been said that the
preferences to be given by India to the United Kingdom may be
either by an increase of duties on foreign goods or by a reduction
of duties on the United Kingdom goods, or by a combination of
both methods. From what has been said above it will, however, be
clear that high revenue duties are a financial necessity for Indie.
Preference could, therefore, be given only by raising the duties on
foreign goods and laying a heavy burden on all those consumers who
buy non-British goods today.

We would specially lay stress in this connection on two points,
Apart from cotton manufactures and iron and steel goods which
we have examined in detail our examination of goods on which
preference is to be newly granted will have made it clear that there
are a great many important lines in which the U. K.importer is in
so inferior a position that a large part of the supply will continue
to be drawn from other countries in spite of the preference. Such
lines are motor cars and lorries and pneumatic motor covers;
metals like brass, aluminium and copper ; metal lamps, enamelled
iron-wares and builders’ and domestic hardware ; cutlery ; electric
lawps and fans; typewriters ; blankets and rugs and woollen piece-
goods ; printing and packing paper and pencils ; canned fruit and
condensed milk ; porcelain : toys ; playing cards etc. Secondly in
these and even in others in which the United Kingdom is dominant
non-British supply is mostly taken up by the poorer con-
sumer. Mr. Ainscough emphasises agamn and again the strength
of the competition in what he calls bazaar trade. The Indian
consumer may be blamed for disregarding quality but it is
obviously hislack of means that forces him to do so., As Mr.
Ainscough has himself put it at one place, “every pie counts.” If
for such a statement any authority is needed we may quote it in the
words of the Fiscal Commission “The great mass of the people in
India, it must be remembered, are poor.” And it is especially the
poor that consume non-British goods. For these they evince a
partiality because of their cheapness and we are now being asked
to penalisc them very heavily. In respect of tariff burdens the
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Fiscal Commisssion has clearly laid down ; *Such burden as
appears to us inevitable in the pursuit of a policy of more rapid in-
dustrial development of India the Indian consumer must be asked to
bear. But he should not be called upon to bear an additional
burden on top of this for the furtherance of interests which are not
primarily Indian.” (Para 243). This additional burden is being
imposed, it should further be remembered, at a time when, on
account of the fall in world prices, the mass of the Indian population
is enormously poorer than it has been for many years past.
SecTioN II.

Articles of Export.

The detailed examination undertaken above was with a view
to indicate the nature of the preferences granted to British goods
and their effect on the Indian market, We have seen that the
most notable result of this is likely to be an incresse in the
cost of the cheap bazaar imports now supplied by the continental
countries and by Japan and a consequent additional burden on the
poorest classes of consumers of foreign goods,

In an examination of the effect of the preferences grantcd to
India in the British market it is on the other hand the position of
the Indian producer that we nsed chlefly to study. The obvious
goal of inquiry being to find out what is tha benefit derived by
Indian producers from the trade agreement and balance it against
the burden imposed on the Indian consumers. A great many con-
siderations will have to be taken into account in determining the
benefit to be derived by the Indian producer. Firstly, the nature
of competition met with in the U. K. market by Indian exports
thereto. If, for example, there is little or no competition and the
Indian products are in a semi-monopolistic position little benefit is
likely to be derived by preferential treatment ; or if again the com-
petition is mainly from the produce of other Empire countries then
also the Indian producer is not likely to benefit. We shall further
have to consider to what extent the foreign market is important to
the Indian producer. If for example only an insignificant portion
of the total Indian production is available for export it is obvious that
the Indian producer with a large bome market does not depend to
any material extent on the foreign demand. Lastly alsc it will have
to be taken into account what portion of the total Indian exports
are taken up by the U, K market. For the value of preference will
depend essentially on this proportion and the likelihood of
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‘Increasing it. Bearing these general propositions in mind we shall
proceed to examine in some detail the more important of -the
-articles of Indian export on which preference has been granted by
the Ottawa agreement,

Tea :—The importance of the United Kingdon market to Indian
tea is most undoubted. It had indeed been said that the growth of the
Indian tea industry has depended on the expanding British market.
On the eve of the war India held a dominant position in the Bri-
tish market. India together with Ceylon supplied the large bulk of
the tea consumed and there was no serious non-Empire competitor.
During the last decade however, competition from Java and Sumatra
has affected this position seriously and has caused much anxiety to
Indian planters. We have an authoritative exposition of this
position in the report on tea of the Imperial Economic Committee.
The Committee writes : “The great bulk of these foreign teas are of
a low grade useful mainly as a cheapener or make-weight and
buyers are not inclined to pay more than a comparatively low price
for them. For this the better grade (and the greater part) of the
Empire product can maintain its ground through superior quality.
The Empire grown teas most affected are those produced in the
less favoured districts such as Cachar and Sylhet in India and part of
the low country in Ceylon (constituting from 15 to 20 p. c. of their
respective sales in London) and the newer areas in Africg.........
In so far as world demand since the war has led to an increased
production of foreign tea, Empire producers, whose product is for the
most part of a superior article and at its best the finest in the
world, have no ground for complaint and so long as they maintain
the quality and combine to extend the sale of their teas in new and
developing markets, they should on a long view have little cause for
anxiety”, Even so the committee was of opinion that in the United

" Kingdom there was some room for anxiety because of the intense com-
petition of Java and Sumatra teas, Preference to Empire tea in the
‘United Kingdoem was introduced in 1919 and was fairly substantial
till 1924, In that year, however, it was reduced to only two-thirds
of a penny and ceased to exist entirely on the abolition of the duty
in 1929, It has been reintroduced in 1931. The Imperial Economie
Committee found that imports of non-Empire tea into the United
Kingdom tended to increase after 1924 and were exceptionally
large in 1929, The lowering and the subsequent abolition of the
preference may have had something to do with this, but the more
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general cause for the high imports in their opinion was the high
level of the prices of tea during these years which induced blenders
to seek additional sources of low grade teas in order to keep down
the cost of their blend. For, it has been noted by the committee
that a very small proportion of the tea rotailed in U. K, is of
pure Empire blend. In almost all cases the foreign teas are used
as fillers and this makes it difficult to say what exactly would be
the results of preference given to Indian tea. Preference may
react in most unexpected ways in a case like this, For if the fller .
becomes costly it is bound to react unfavourably on the price of tea
and the statistics given by the Imperial Economic Committee do
not show that there are enough cheap teas grown within the
Empire to provide the filling for all the Empire production of high .
grade teas. For example the Economist commanting on the disastrous
fall in tea prices during recent months writes. (11'5+1932), # There
is a definite danger inveolved in an increase of the retail price of
tea to the consumer of about 20 p. c. on the cheapest ¢ canister ' at
times of increasing pressure on individual standards of living. That
has been the inevitable result of the reimposition of a preferential
tea duty in the last budget. As we sugzested last April, the benefits
of Imperial preference may be two-edged if they involve the
imposition of higher prices on Empire products in order that still
higher prices may be paid on non-Empire goods.”

It is considerations, of thig nature that have led the Imperial
Economic Committee to emphasise the need for maintaining the high
quality of Empire tea as the chief safeguard against foreign compe-
tition. That Committee does not consider that the past rate of
expansion inthe U, K. market can continue for a long time and
already Empire producers take up such a large share of the Empire
market that for future expansion we must look for extension of
markets outside the Empire*. As the Committee writes, “The object
is the wider consumption of tea in the world. In this abject Empire
producers, are primarily interested, Competition from foreign sources
will grow, but Empire producers have such a start in the trade that
they have most to gain from a vigorous effort to extend markets.”

* Percentage shars of India snd Ceylon in United Kingdon imports of tea,

1927 1928 1929 Average
India - 865 56'8 549 56k
Osylon e 266 "3 a4 271
p—
833

5
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Dressed and Tanned Hides ;:—The Indian ‘exports of these to
the United Kingdom rank next in importance to tea. The
Indian exports of hides and skins comprise of two sections :-
Raw and Tanned. The large majority, however, of raw hides
and sking are exported to countries other than United Kingdom
and the United Kingdom takes only tie tanned varieties. And of
the total tanned exports from India more than nine-tenths are
taken up by the United Kingdom. At thevery outset we may point
to some decisive figures cited by the Imperial Economic Committe
‘about the percentage of the imports of hides and skins into the
United Kingdom drawn from Empire countries.’

( Figures for the year 1927-28.)

Partially tanned Hides and Skins:— Percentage.
Hjides ( excluding sole leather ) 91-9
Sheepskins _ 69-3
Goatskins 906

In the case of both tanned hides and goatskins India is the
sole Empire supplier and in the sheepsking India takes up four-fifths
of the Empire supply, Australia farnishing the rest. The obvious
comment by the Committee on thege figures is that “there is no con-
siderable opening for substituting Empire for foreign produce”*
In the special section dealing with the United Kingdom trade with
India the Committee point out that since the war the export of the
partially tanned hides and skins has increased while that of the
wholly untanned has decreased. So that the number of tanned
and raw skins exported is nearly equal, while tanned hides number
about two-thirds of the number of raw hides exported. Further ex-
cept for a small proportion in tanned sheepskins almost the whole
of the tanned exports are takan up by the United Kingdom. The
reason for this seems to be that, “the duties imposed on tanned
hides by foreign countries close in large measure those markets,
although they take Indian raw hides freely.”t It is obvious
therefore that United Kingdom affords an important market for the
products of the Indian tanning industry.

The question with which we are concerned, however, is the
additional benefit which a preference in the United Kingdom market
is likely to afford to the tanning industry in India. There does not

* Imperial Economic Committes. Report on Hides and Skine, p. 13,
+ Ibid p. 34,
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seem to be any prospect of such additional benefit. It is important
to us that a free market should be available for our tanned hides and
sking in the United Kingdom and it may be supposed that so long
as these partially tanned Indian products are appreciated by the
leather industry of the United Kingdom our exports are not likely
to diminish, Butas we have already pointed out Empire goods
already accupy the market so completely that there is little scope for
its expansion because of the grant of preference. In both raw and
tanned hides and skins Empire production is so varied
and large that preferential treatment to it in. the United
Kingdom market is not going to lead to any greater absorp-
tion of the products. Except in the class of the heaviest hides
( which India does not and cannot produce ) the Empire produces
a very large proportion of the total world production. It is pro-
bable that in sheep and goat skins over half the total quantity enter-
ing into international trade come from Empire sources. Of these
skins and, to a lesser degree, of hides, Empire production greatly
exceeds the present demand of its tanning industry. The surplus
ig sold to foreign countries.”* It is thus clear that preference is not
likely to help the position of our tanned products in the United
Kingdom market,

Jute raw and manufactures:—India sends large supplies of both
raw jute and manufactures thereof widely to all countries of the
world. Jute growing is an entire monopoly of India and for certain
products the Indian jute mill industry is unrivalled. Jute is an
absolutely essential import for the Dundee industry. No substitute
for jute or jute products is yet in the field. It is, therefore, difficult
to see what preferantial treatment is going to do for the Indian
grower. Of the jute manufactures from India exported to the
United Kingdom the vast bulk is of jute sacks and bags and over
95 p. c. of the imports of these into the United Kingdom are from
India, Of jute cloth imports into the United Kingdom also India
supplies over three quarters. Both in raw jute and manufactures,
therefore, the position of India is as unassailable as can practically
exist,

Oi? Seeds :—The oil seeds exports of India are of very great
impaortance to that country and form a very large proportion of our
total exports. The United Kingdom is a large buyer of some of

* Ibid p. 11.
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them. The oil seeds on which preference has been granted by the
Cttawa agreement are linseed, groundnut, castor seed and cotton
geed. The average annual exports of these from India to all
gountries and to United Kingdom are shown in the following table.

Lakhs Rs,
To all countries To U. K.
Linseed 451 110
Groundnut 1713 103
Cotton seed 111 : 105
Castor sted 239 59

It is clear that ths position of the United Kingdom in the
various products differs very widely. In cotton-seed the United
Kingdom takes up almost all the exports of India ; in linseed and
castor seed the United Kingdom takes up a little less than a
quarter of the total exports while in groundnut the United Kingdom
market is unimportant from the Indian point of view.

In linseed the competition is cncountered from the Plate Crop.
Argentine has been increasing rapidly her imports especially in the
post-war period and Indian exports have correspondingly declined.
In the United Kingdom market Indian linseed provided in recent
years on an average less than a fifth of the total imports of linseed
in that country, most cf the rest being from Argentine. It is
interesting to note that in the French and the Italian markets India
takes up a larger share of the trade than in the United Kingdom.*
It may be presumed therefore, that preferenceto linseed will be
helpful to the Indian grower of that commodity, especially in view
of the fact that the proportion of th2 crop exported is large in the
case of linseed than in that of any other oilseed.t

In cotton seed Indiz depends almost entirely on the United
Kingdom market where it has to meet the formidable competition
of Egypt which is the main supplier of cottan-seed to that country,
The exports of cotton seed from India have declined very conside-
rably during the post-war decade. They amount only to a small
quantity and the home market absorbs almost the whole of our
production of cotton seed. The production was estimated to be
about 10,733 thousand tons by the Agricultural Commission for the -

*On an averags 30 and 60 p. . respectively.
+ Videtable on P. 9.
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period from 1920-21 to 1924-25. The exports in recent years
have averaged about 110 thousand tons; which means that they
amount now-a.days te little over 1 p, c of our total production. Con-
sidering this it is extremely unlikely that the grower of cotton will
be affected by a small movement of these exports up or down.

The valus of castor seced imports from India is small and of
thess the United Kingdom absorl:s a quarter. The United Kingdom
market for these seeds is itself very small, For the years 1927,
1928 and 1929 the United Kingdom imports averaged annually
sbout £ 615,000, of which the average Indiah share was
£ 554,000. Thus more than nine-tenths of the U, K. rarket is
alrcady held by India. According to the statement issued by the
Committee of Seed Traders Association “ With regard to castor-
seed the United Kingdom will render little help to India. In fact
Indian castorseed has not had till now to meet with much competi-
tion, as she has practically the monopoly of this product with
thie exception of Brazil and Manchuria.”

In the case of groundnuts whose exports are to-day more
important to India than that of any other oilseed the United King-
dom is as already indicated an extremly unimportant market. The
whole United Kingdom market for groundnuts is also a small one.
For, this small Indian supply forms the bulk of the total imports of
decorticated groundnut into the United Kingdom.

One important consideration applving to the whole class of
oilseeds must lastly be indicated, In the pre-war period India was
one of the most important sonrces of oil-seed supply to all the oil
and fat industries of the world. And a variety of Indian oilseeds~
rape, scasamum, linseed, castor etc. occupied important positions
in various types of oils and fats industries. The war period
brought about considerable progress in the industry, the most
important result of which was the possibility of substituting one
oilseed for another in the various uses. The war period also encourag-
ed new producers, especially ~ Argentine, China, W. Africa etc. to
come into the field. So that today in the edible fats and soap in-
dustries a great many products drawn from various sources compete
with each other as raw materials with the result that the old markets
have been lost entirely to Indian rape and seasamum. The following
extract from a recsnt survey of Oil Palm Products will make this
ciear, “The main causes of the diminution in apparent consumpe
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tion in recent years are the competition offered by substitutable
oils of which coconut oil, groundnut oil and whale oil are the
most important ; and the competition of fodder crops with palm
kernel cake and meal, The part played by whale oil in the market
for oils and fats has increased considerably in importance during
recent years*”. It is to be remembered that except for soya beans
the rest of the important raw materials i. e. copra, groundnut, oil
paim and whale oil are largely produced within the Empire and
have very largely to be sold to industries outside the Empire. This
is an all-important consideration proving the futility of a preference
for these products in the United Kingdom. Linseed for which the
market is of a specialised character is, of course, an exception.

Rice :—Rice is an important crop of India and Burma and is
a foodgrain of which about 5 p. c. of total production is exported.$
So far as India proper is concerned the rice exports of that country
are negligible forming on an average less than 15 p.¢. of the
exports of Burma and India together. And if we take into account
the imports into India from Burma then the resuitant will be found
to be that India is a net importing country of rice. In view of
the impending separation of Burma it is perhaps unnecessary
to enquire into the possible consequences of preference to
Burma rice in the United Kingdom. Even if, however, we take
the present position into account it will be found that a British
preference is of little use to Burma rice. The average figures show
clearly what an insignificant portion of Burma and India rics
is taken up by the United Kingdom. In 1930 which was a some-
what unusual year, it was ouly 5 p. ¢. The U, K. market for rice
is extremely small. While for the years 1926~30 the average
exports of Indian rice were well above 20 lakh tons, the average
imports into the United Kingdom during the same period were
just a littleabove 1 lakh tonsT It will thus be seen, that it would
not help Burma much if the United Kingdom took up ouly
Burma rice and none other. But asa fact since the war the
movement has been the other way not énly in the
United Kingdom but also in the other European markets. Burma

*Empire Murksting Board: Survey of vegetablo cilsgeds and cils vol 1
(1932).p. 121, §This is an estimate of the Empire Marketing Board. Grain Crops
p.4l, For a somewhat different estimate see table on p. 9, ¥ For detailed figures
deo Ibid. pp. 3944,
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rice has not the bold translucent appearance favoured by the
European customer and hence Spain, Italy and U. S, A, are able
to oust Burma rice from these markets.T As the review of the
trade of India for 193031 hagit, ¢ As far as Burma is concerned
her principal markets have always been the deficit rice producing
countries of the East. The demamd from the West has never
been a powerful factor in the determination of Burma prices; and
such demand for Burma rice as existed in Europe has shown a
remarkable tendency to shrink from the prewar level.”$

Teak and other hardwoods:—Teak is another product, whose
exports are almost entirely drawn from Burma. The following
extracts from the valuable report of the Imperial Economic Com-
mittee on timber will make the position regarding this export
abundantly clear.

# Teak, of which over one million pounds worth is imported
into the United Kingdom each year, is obtained entirely from the
countries of the East. India, particularly Burma, is the most im-
portant source of supply. Siam is at present a competitor, but
we are informed that on account of overcutting in the past, supplies
from that country are likely to be restricted. It is evident, there-
fore, that the Empire enjoys something approaching a monopoly
in the supply of this valuable wood....Future supplies are ensured
though any large increase in production within the next thirty
years is not (o be expected. There is a wide and steady
market for teak in India and only some 10 p. c. of the
output is shipped for use in other countries. The limitation
of the supply of teak makes an opportunity for other varieties
of timbers drawn from within the Empire. Thus Douglas Fir from
Canada and Kauri Pine from Australia are being tried for decks
of ships, whilst Pyinkado from Burma and Greenheart from British
Guina have proved successful for under-water work such as piling
and bridge copstruction'* Teak being thus a valuable waod of
which we hold almost a monopoly. Imperial Preference cantiot
strengthen its position any further. With regard to other hard.
waods, whatever their potentialities may be, their existing impor-
tance is very small, The figures givenin Appendiz II of the

9 Lindsay. Report on the work of the Indian Trade Commissioner 1930-31,
D. 86 $ Report 1930-31 p, 92. * Report on Timber 1938 p. 2L
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Imperial Economic Committee Report show that of the total imports
of Indian hardwoods into the United Kingdom in 1926 teak imports
represented 95 p, ¢. in value and other hardwoods only 5p.c.
and further that while India supplied almost 90 p. c. of the total
imports of teak and was almost the only Empire supplier, in other
hardwoods the Indian supplies were only 5 p. c. of the total Empire
supplies under this category. The bencfits, whatever they may
be, of the restricted supply of teak and of Imperial Preference
on hardwoods will he derived almost entirely by other Empire
producers and not by India.

Tobacco:—~We are fortunate in posssysing alse the results an
exhagstive enquiry into the tobaccotrade conducted by the Imperial
Economic Committee. The total imports of tobacco into the United
Kingdom, the committee have divided into two main classes : Pipe
tobacco and Cigarette tobacco. Of these imports while cigarette
tobaccos of Empire origin were negligible the percentage of Empire
pipe tobacco amounted to nearly 37 p.c. of the total importsin
1927. All Indian tobacco the committee classes as pipe tobacco
together with all imports from Canada and the Union of South
Africa and 85 p. c. of the imports from Nyasaland, A prefer-
ence has been operating on Empire tobaccos since 1919, The ex-
tent of the preference was however increased in 1925 and it was
stabilised at this higher level for ten years in 1926.* The increase
in the U.K.perceutages of Empire tobacco had in the opinion of the
committee been largely a result of the preference and preference
has had important results on the acreage under tobacco in Empire
countries like Canada and more especially Nyasaland and
Rhodesia. :

The Committee found that cigarette smoking has been gaining
ground enormously in U. K. and that pipe smoking has propor-
tionately receded in the background. Further at the time when
the Comumittee reported initial success had induced large produc-
tion especially in those Empire countries where tobacco was
grown chiefly for export and the Committee had, therefore, to advise
curtailment of production for some years. The great opportunity
for Empire producers is not so muchin pipe asin cigarette tobaccos

* Ten years have been reguarantead by the Ottawa Agreements to Canada
and 8, Rhodesia.



4

and these are not at present grown in India. Evenin pipe tobas
ccos India is not the sole Empire supplier. Rather more than half
of the supply is taken up by Canada and parts of the Empire in
Africa. This preference will help a little. But the most important
consideration in this case is that the export market is of little
importance from the point of view of the Indian grower, Accord-
ing to the estimates prepared by the Imperial Economic Committee
Indian production amounts to annually 1,000 million 1bs.; of this
970 million Ibs. ar= used locally and only 30 million lbs.i. e. 3 p.c.
of total production only is left as exportable surplus.

" Coffee:—The positon with regard to coffee may be made
clear by the following extracts and information from the Imperial
BEconomic Committee report on that commeodity (1931). The
coffee industry of India differs from that of tea in many respects.
It is not so widely spread and does not hold the dominant position
in world production as tea does. It has a somewhat larger home
market and the United Kingdom takes up in the case of
coffee a very much smaller share of the total Indian
exports. France has usually been the most important customer
for Indian coffee; the United Kipgdom taking the second
place. Itis also imported in considerable amounts by many
countries of the European continent. The Empire countries to-
gether do not produce even as much as 3 p. ¢. of the total world
production and among the producers of the Empire India ranks
second; East Africa taking the first place. India i3 thus, from the
point of view of quantity not important in the coffee market. But
like Indian tea Indian coffee has a reputation for its high quality.
Coffee is usually divided into two classes: “bulk ” and “ mild.
The largest producer in the world, Brazil produces only bulk coffee.
“ The difference in flavour between the two types is so marked
as to form a difference in kind rather than degree and in the opi-
nion of competent judges, those markets which are buyers of mild
coffees will continue to buy them no matter how low the price of
Brazilian coffee falls, while the influence of Brazilian prices
would be indirect rather than direct”* Empire coffees are all in the
mild category and compete with the finer mild coffees of Central
America rather than with Brazilian coffee. Thus even in mild coffees
Empire production is only a small proportion of the total of the

* Imperia! Economic Commmittes Report, p, 17,

6
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world. The United Kindgom market for coffee is a small and select
one and it is likely that the per capitaconsumption of coffee inthat
country has now become stationary. Preference to Empire coffee
now obtains in the United Kingdom market and Empire imports
into U. K. have increased counsiderably in the post-war period. But
that has been due not toany increase of Indian imports into the
United Kingdom but entirely to the rapid development since the
war of coffee production in East Africa. It should be furt ber noted
that with this expanded Empire production the United Kingdom
market would not suffice to absorb the present Empire exports
even if no foreign coffee was consumed in U, K. The Iatest infor-
mation sbout U, K. impoits of coffee is that its main sources
of supply are Central America which supplies nearly 50 p. c.
of this trade and British East Africa whose share is over 40 p.c.*
Indian coffee being excellent in quality commands a high
price in the London market and is largely used for the purpose
of blending with foreign coffce in order to impart to them a
superior flavour. With this result, however, that a straight "’
Indian coffee is rarely marketed and it does mnot thereforo
get any advantage that there may be had of Empire sentiment,
All of which shows that the real advantages possessed by Indian
coffee are its high quality and its restricted supply. Oun thess
accounts it has an assured anda varied market and it is noteworthy
that even in the year 1930-31 the coffee exports showed a tendency
to increase. [Futher the home market for coffee has now becom?
important. It is estimated that on an average about a quarter of
the crop is now retained in India for home consumption and the
proportion is rapidly expauding. Indeed’ some producers state
that they rely more and more for their sales on the local Indian
markets and less and less on the export trade. It is authoritatively
stated that better prices are secured at home than abroad.”i The
conclusion reached by the Imperial Economic Committee is simi-
lar, They say, ¢ The general level of quality of Empire grown
coffees has, hawever, served in some measure to protect them from
the severity of the slump and is the best guarantee of their
future. There is a broad distinciicn between the older and the
newer coffce producing areas of the Empire that the older areas,
while showing no signs of expanding production, are relative-

.

S —

* Lindsay. Report for 19§1-38 p. 30. 1 Lindsay Ropors 1938-90 p. 30.
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ly mote sure of their markets, Particilarly is this true of India col-
fee which is finding a steadily incressing market in India iteelf, Y’

While in the case of tobacco the exports show a decisive
increase following the grant of preference, they are equally decle
give in the reverse directicn so far as coffce is concerned. These
exports have varied widely but there is, if anything, a slight ten-
dency towards dimunition in the exports to the United Kingdom.
Thesz exporta for the three years just before the war averaged
annually 84 thousand cwts; for the years 1923-24 to 1925-26 the
avarage was 74 thonsand cwls; while for the years 1927-28 to
1929-30 it was only 62 thousand cwts, Preference has been in
operation during all the recent years.

Qilcakes :—In this group groundnut cake is the most import-
ant article of export. Nearly twothirds of the total exports in
quantity being of this commodity. Of the exports of groundnut cake
the Unpited Kingdom has been taking during recent years s
share of somewhat more than 40 p, ¢. On the other hand, of the
total imports of ground-nut cake into the United Kingdom
India takes up more than six-sevenths of the total share.
The British market for groundnut cake is thus seen to be
gmall. India has already a domipant position in it and even if
the very small share of the British market now held by others were
to be diverted to India it would not dispense with the necessity of
our finding purchasers among the continental countries for
more than hall of our total exports of this article. Among the other
oil cakes exported the only important are linseed cake and rape
and sesamum cake. In the latter group the United Kingdom ig
not interested at all, our principal customers for it being Ceylon
and Japan. The United Kingdom takes only a small share of
the linsced cake exports. Thers is another important consideras
tion which must be mentioned in connection with this class of
exports, The complaint bas been voiced for many decades that an
export of cilseeds and especially oil-cakes rabs our soil of a value
able manure. This has been felt so keenly that the Board of Agri-
culture in 1919 and a majority of the Indian Taxation Committee

“urged that a tax be levied on these exports, and some Witnegses
befare the Agricultural Commission went even so far as to urge
their total prohibition, The Royal Commission .gn Agriculture

o -p.,oit, p, 53-54,
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while fully recognising the advantages that would follow to Indian
agriculture from & greatly extended use of certain oilcakes as
magure opposed any restrictive measure as likely to defeat its very
object.* There is no doubt that the Commission was right in
considering as futile restriction or prohibition of exports. It igat
the same time worth nothing that this is a class of exports whose
~ extension is not to be welcomed and in whose case witha proper

development of our agricultural and industrisl opportunities we
might expect and should welcome a considerable decline.

Wheat :—In the case of wheat the average of Indian ex-
ports has recently been only 2 p.c. of production. And the fluctua-
tions in these exports have been inthe post-war period particularly
violent. With a mediocre crop India produces just enough to satisfy
her domestic requirements. It is only with good crops that there
is a surplus available for export. The demand in India for wheat
ig elastic and it is only when good harvests coincide with high
world prices for wheat that considerable shipments take place now
a-days.} : :

Barley :—India has the Iargest area under barley but onaccount
of her low per acre production is duwn in the list of total pro-
duction. She is, however, among Empire countries the second
largest producer of barley. But as in the case of other foodgrains
the production is almost entirely for the purpose of home con-
sumption. So that on an average India exported for the years
1926 to 1930 only 2 p. c. of her total production. Canada is the
only important Empire exporter and supplies a large part of the
U. K. demand. During the years 1926-30 the average annual
exports from all countries from the Empire countries were (in
thousand tons ). Canada 530. India 44, Australia 30.9

Pig lead:—The development of pig lead exports is recent.
They are drawn entirely from Burma from the mines in the north,
The Burma ores are exported in raw ore form to be refined and
the larger share of the export is taken off by the United Kingodm.
India, however, is not the most impartant source of supply of lead
ore for the United Kingdom. Australia is an important ‘producer
of lead in the world and tekes up & large portion of jthe

* Report pp. 87-89. 1 India as a producer and exporter of wheat.Californjg
University (1937). ¥ Empire Marketing Board. op. oit. p. 81.
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annual imports of lead ore into the United Kingdom. The average
annual imports of lead ore into the United Kingdom during the
three years 19271929 were valued at £ 53,000; of these British
countries supplied ore werth £ 36,000, the share of Australia
being £ 24,000 and of India £ 8,000 annually. Lead is one of tha
articles included in Schedule D of the Australia~-United Kingdom
agreement concluded at Ottawa and article 4 of the agreement
provides that the 10 p. c. duty imposed on foreign imports of it
into the United Kingdem shall not be reduced without the
previous consent ofthe Australian Government. Article 5 of this
agreement also provides that the duty is conditional on the
Empire producers of lead ( among others} continuing to offer
these commodities on fixst sale in the United Kingdom at
prices not exceeding world prices.$ It is expected that in case of
an agreement with India a similar condition will be incorporated.
Australia is thus seen to be much more keenly interested in lead
exports than India and so large a share of the total United King-
dom market being held by British countries and with the proviso
of the price clause, it is not clear what this preference wili
yield to Indian producers.

Carpets and Kugs :--The class of carpets and rugs exported
from Indiatothe United Kingdom chiefly consists of cheap carpets of
oriental design. In this the chief competitors of the Indian goods are
carpets from Persia, Turkey, Russia etc. There is no large supply
of this article from other Empire countries and it is likely that
this Indian export may profit somewhat from the preference given.

Fodder, Bran and Pollards :—Of branand pollards Indian
exports to United Kingdom are small, and of the total exports in
this class rice bran etc. form the bulk, Rice meal and rice dust is
drawn by United Kingdom almost entirely from India there being
no Empire or foreign competitor of any significance.

Cuir manufactures :~Of the total Indian imports into the United
Kingdom of coit manufactures nearly two-thirds are made up of coir
yarn, of which India is almost the sole supplier. The remaining
consist of Indian coir mats and matting. Even in this India holdg
a dominant position supplying in recent years on an average
about 70 p. c. of the annual United Kingdom imports of this group,

- % All these provisions also find a place in the agreement with Clanada which
han during recent years become an important producer of lead,

{
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Germany, Netherlands and Belgium are the chief buyers of Indian
coir manufactures and rank above the United Kingdom.

Spices '—The United Kingdom share in this trade is small not
exceeding on an average 15 p.c. of our total exports. The important
articles in this group taken up by the United Kingdom are cardam-
oms, ginger and pepper. The Indian Trade Commissioner mentions
a difficulty that has arisen since 1929 in the case of Indian
cxports of ginger to United Kingdom on account of an order
of the United Kingdom ministry of health prohibiting the sale inthe
United Kingdom of ginger treated with sulphur dioxide, As most
of the Malabar exports are so treated this export trade has almost
ceased so far as United Kingdom is concerned for the time being at
least. Other preservatives are being tried but so long as they are
not introduced and utilised on a commercial scale there is no pos-
sibility of a revival. Theresult is that the export of spices to United
Kingdom now form even a smaller than 15 p, ¢, share of our total
gpice exports. With regard to pepper it has to be remembered
that some of the most important pepper producing countries of
the world such as the Strait Settlements and Ceylon lie within the
Empire and preference could be of no use in competition with
them.

The Ottawa agreement also provides for the continnance of free
entry to certain types of Indian produce into the United Kingdom.,
These products are shellac, raw jute, myrobolans, brokenrice, mica
and Indian hemp. It may be noted at the outset that these are
all raw materials almost all of which are important to British in-
dustries. A free entry guaranteed to them is, therefore, no boon
especially granted to the Indian producer as such. Further it has
been admitted in the agreement itself that there is no direct com-
petition of Empire or non-Empire products with these imports,
Wherever competition may come in it is indirect in the form of
substitutes. The case of raw jute, it is unnecessary to examine at
all, There is no substitute found for it yet and its imports are abso-
lutely essential to the Dundee industry. Broken rice exports are
so small that they need not be considered. The really important
constituents of this free entry group are shellac and mica.

Onthe subiect of mica it would be sufficient to quote the follow-
ing extracts. * For electrical purposes, no efficient substitute for
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mica has yct been found a:-l the mineral continues to be in °°,ns?-
ant demand, which is greater than the supply. Although India is
still the largest producer of sheet mica the output from South Africa
and Rhodesia is continually increasing and is now little short of
the amount produced in India. 1t is probable that m the course
of a few years the African will overtake the Indian output in
quantity. The Indian trade (70 p. c.) is now largely in the form. of
splittings, and in this India is pre~eminent.”* Or again “Intensive
senrch for a cheap efficient synthetic substitute in this country and
abroad has not been successful and the electrical industries must
continue to use mica.} Which means that mica is invaluable to
the British electrical industries and free entry is at least as much
to their interest as to that of India.

Shellac :—As in the case of mica so in shellac, efforts have
been continuously made for finding synthetic substitutes and they
have in this case Deen more successful. Thus in all trades
in which natural lac products were formerly used synthetic
products compete more and more. At present the principal
industiies in which lac is used are the gramophone disc
record  industry (50 p. c. of total lac products ); the spirit
varnish trade, electrical, paint and varnish and general (35 p. ¢.),
felt and hat and crape industries (5 p. ¢. ). Fluctuating prices,
adulteration and unreliable quality have done a great deal to
undcrmine the position of lac and it is significant that of recent
years exports of stick lac and seedlac havetended to increase due
largely to dissatisfaction in the consuming countries with Indian
methods of manufacture. U, S, A. it is estimated, takes about half of
world's lac products, the United Kingdom 25 p. c. and the rest of
the world  principally Germany ) the balance. The emergence of
synthetic Substitutes has also been accompanied by a demand for
better and more uniform qualities of shellac to conform to the
standards set up by synthetic substitutes. If, therefore, shellac is to
muintain its position the production of a cheap article obtained in a
pure form showing as few variations as possible from the standard
accepted by the consumer must be produced. The difficulties of
the lac industry are such as cannot be solved or even partially
got over by preference or free entry. Caleutta is today practically
the world's clearing bouse for lac products as lac from Burma,

* Lindsay Report. 1938-30 p. 32. i Lindsay Report. 1931-38 p. 3%
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Indo-China and Siam reachus Europe and America largely via
Calcutta. Shellac is not exported from any country other than
India and it is only in seed and stick lac that some competition is
encountered from Indo-China. Further though syuthetic
substitutes have made some headway in other trades they have as
yet not found it possible to compete with natural lac in the
important manufacture of gramophone disc records. Here again,
therefore, a free cntry to a cheap, well established and in some
important trades well-nigh indispensable raw material is at least as
much to the interests of the British manufacturer as to that of ths
Indian producer.

Lig iron :—The exports of pig iron from India are a post-war
phenomenon, the result of the development of the iron and stecl
industry. India has special advaniages in the production’
of pig iron ar.d we are told that, “ Indian pig ironis much appre-
ciated in overseas markets, wherever local products are not too
heavily protected, on account of its combiningto a singularly
successful degree bath quality and cheapness.”} Japan has been
the best customer for our pig iron from the very beginning and
still continues to be so. For the period from 1927-28 to 1929-30
the average aunnual exports of pig iron from India were 470
thousand tons of which Japan took on an average 325
thousaund tons. In 1930-31, however, its takings showed consider-
able decline on account of accumulation of stock and increased
domestic production. It has only been during the last two or
three years that the United Kingdom has attained some importance
as a buyer of indian pig iron. Evenso U. 8. A, still ranked
higher in 1930-31 than the United Kingdom whose total imports
from India during that year amounted to 99 thousand toms. The
extent of the United Kingdom market is in any case small. Tke
imports during recent times have been as follows. ( In thousaund
tons). 1930, 290;1931, 283; first five months of 1932, 75. 7
Every effort is being made by the United Kingdom industry to
further expand the domestic production of pig iron, The exports
from India of pig iron during 1930-31 were 439,000 tons which
would sbow that even if Indian pigiron occupied the entire United
ﬁxgdonl market it would nct be possible to dispose of more than

* Lindsay. Report for the years 1930-31 and 1831-32, Appendices F.
t Lindsay Report, 1930-31 p. 12. 1 The Ecopomint, 18-6-32.
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half of India's exportable surplus. The difficulty in disposing of
Indian pig iron is again of an entirely temporary nature and with
the undoubted advantages that India possesses in this production
we have no need to buy a free entry to a small and shrinking
market at the pice paid in the supplementary agreement. It may
also be emphasised here that our aim has been and should be te
build up a self-reliant steel industry in India and not to sink to the
position of mere suppliers of pig iron and semi finished steel to a
United Kingdom steel industry. If the latter were the real aim
the imposition of a whole scheme of protective iron andsteel duties
for a series of years would be utterly indefensible..

Raw Cotton:—Little need be said with regard to this. The
total exports to the United Kingdom are very small and liable to
considerable fluctuations. They are also of a type and quality of
which India has no exportable surplua, The Lancashire indus-
try is definitely a fine counts and fine cloth industry and can absorb
only the finer varieties of Indian cotton. The Indian industry on
the other hand does not make much headway in the finer branches
because of the lack of home~grown fine cotton. Our prepond-
erant production is of coarse cotton and almost all our exportable
surplus is of this kind. Hence it is not possible to think of Lan-
cashire as becoming ever a steady or important market for Indian
cotton. No preferential treatment is to be given to Indian cotton
and only vague promiszs of devising other means of increasing its
consumption have been held out.

Certain points will immediately stand out from this survey
and the appended tables regarding exports, The contrast between
the treatment of imports and exports is very striking. On all
the most important articles of import into India excepting machi-
nery, sugar and kerosene preference will be given and they will
become liable to higher duties, On the other hand our most
important articles of export are raw jute, raw cotton and the
manufactures thereof and rice. These form in value more than half
of the total exports of India and on these no Imperial Preference
or free entry can help us nor any Empire competition harm us.
More than half of the total exports of India thus do not enter into
the calculations at all and it is as from the remaining half that
prefereuces have been given, But these preferences again as we
have seen, cannot help much in the large majority of cases,
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The question can be examined from two entirely independent
points of view. Firstly we can ask ourselvesas to what addi-
tional benefit the Ottawa agreement has brought to the Indian
producer. Secondly we could study the possible effects of a
non-participation in an all-Empire arrangement and balance theloss
averted against the burden imposed on the Indian consumer. From
the angle from which the first question is posed it is likely that
even the Indian delegation at Ottawa would agree that we gain but
little. That is if we take the situation as it existed before the levy
of the import duties in England with the preferential treatment of
tea, coffec and tobacco andthe equal treatment of Empire
goods in England and the cotton manufactures and iron and steel
duties in India the advance made on this by Ottawa is very small
indeed. The duties on linseed and carpets and rugs would per-
haps be the sum total ofit asagainst the preferences on the various
U. K. commodities put down in the Ottawa schedules, -

The case is entirely otherwise when, however we look at
the Ottawa agreement from the point of view which has been so
much emphasised in the report of the Indian delegation. The
delegation freely admits that India has nothing to gain from the
adoption of a general scheme of tarriff preferences within the
Empire and if it had not been for the threat of the withdrawal of
the present free entry of Indian goods into the United Kingdom
after November 15 even this delegation would nat have commit-
ted us to a policy of Imperial Preference. The situation is
briefly this. The imposition of the import duties by the
United Kingdom was for the purpose of attaining a bargainipg
position with respect to other countries. This bargaining
position has been to begin with used astutely in the case
of the Dominions and the Colonies, But in so far as the
Dominions have all these years beenonly too willing to enter into &
scheme of lmperial Preference it can bardly be said that the im-
position of the import duties was a necessary condition precedent to
the United Kingdom entering into the type of agreements effected
at Ottawa with the Dominions. It is also clear that the .Ottawa
agreement has tosuch a large extent tied downthe hands of the
British Cabinet that it is not in a position now to bargain advane
tageously with non-Empire countries. Thus the simple resuit
is that India has been the sole victim of this attainment of &
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“bargaining position " on the part of the United Kingdom. For
even on the admission of the Indian delegation we have now been
forced into arrangements which we would never have entered had
it not been for the imposition of the import duties in March and
the threat of their application to India from November 15.

On such a presentation of the question it is naturalto enquire
whether Indiaisreally in such a weak bargaining position as against
the United Kingdom. If, for example, the United Kingdom could
threaten to worsen considerably the positionof Indian trade inthe.
United Kingdom was there not a counter-threat available tothe Indian
delegation ? The importance in this connection of the preferences
that are at present being extended by India to the United Kingdom
imports of cotton piecegoods and iron and steel is obvious. These
are among the most important of the classes of imports into India
and preferences on these are of the utmost value to British industry.
The folly of having gratuitously given away these preferences has
now become only too apparent. We do not believe, and have
explained above our reasons for not believing, that the preferential
treatment of British goods in these cases is really to the interest
of the Indian consumer. It ia not possible to say anything in res-
pect of the difficulties of customs administration. But in so far
as the first Tariff Board on iron and steel could devise a satis-
factory scheme of protective duties-ruling Imperial Preference
out deliberately-and as the impasition of specific duties on cotton
piecegaods has been found e¢ven by Mr. Hardy to be not al-
together impossible, & system of protection without preference
does not appear to be too difficult a task to accomplish. While the-
United Kingdom has been attaining a bargaining position we have
been deliberately undermining ours and the danger of Imperial
Preference by the “back-door’ has become demonstrably clear. But
surely it was not too Iate for the Indian delegation to mend thesa
matters, The Government of India could have been communica~
ted with and the possibility of doing away with the element of
preference in our protective system could have been canvassed, It
would then not have been necessary for the Indian delegation to
praise the generosity of the British delegation for giving some
weight to the existing preferences; the extistnig preferences couid
have been made to weigh properly.

Apart from thig, some quantitative measurement of the loss
that we would really have suffered if the Ottawa agreement had.
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not been entered into is necessary. The Indian delegation has taken
the figures of the value of the imports into United Kingdom of Indian
produce. We think it more proper to take the figures of exports

from India. These have been given in detail in Appendices C and

D.1It will be seenthat the average value of Indian exports to United
Kindom on which either preference bas been given or to which
free entry has been guaranteed is approximately Rs. 56 crores.

Out of these there are certain types of goods which can obviously

be ommitted. There is for example raw jute and jute manufac-

tures. The first is a monopoly and the second almost so; for even
though the Indian delegation may express fear that a duty on jute

manufactures may lead to an undermining of that trade it should
be remembered thatthe type of sacking and bags exported by India
are really not produced by the U. K. industry. There, perhaps, can
be no better indication of a country’s confidence in finding ample
markets for certain of its exports than the levy of an export duty.
India levies an export duty on jute and jute manufacturcs, raw
hides and skins (the delegation is also unnecessarily apprehensive

about goat skins,) andrice. The average value of the exports of jute

and jute manufactures is about Rs. 9 crores. Teak is also almost a
monopoly with no Empire competitor at all and its exports ave-

rage over Ra, 80 lakhs, Then in judging of the importance to ue

of the United Kingdom market we must take into account two

things. Firstly, the importance of the export trade in & comma-
dity to the Indian producers of that commodity and secondly,
the importance in our entire export market of the United King-
dom. If, for example, we see that on average 95 p. c. of a certain
product is consumed in India itself foreign markets do not really
count much therein, Wheat, barley, pulses, tobaceo, cottonseed
etc. are such products, Again if the United Kingdom only takes
about 5 p. c. of our total exports a diminution in that market
which might take down the percentage to three or four should not
seriously alarm us. Among important products ths United
Kingdom does not count as a market in rice, cotton manufactures,
groundnut, manures etc. Coffee again we have seen holds its posi-
tion entirely owing to its merits and has not profited at all from
preference. These are definite deductions to be made. In others
the degree of possible loss can hardly be determined. What, for
example, will happen to such constituents of the free entry group
as mica, shellac or myrabolans. The position of mica is strong but.
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that of shellac comparatively weak. Again the rising exports
of tanned hides and skins to the United Kingdom in the post-war
period shows that this material ia much appreciated there. We
have also shown above that there is in this class of goods no
cempetition from Empire or even non-Empire sources. What then
would be the effect an the consumption in the United Kingdom of
Indian tanned hides and skins of the imposition of a 10 p. ¢, re-
venue duty? It does not seem probable that the effect would be large.
It is absolutely essential that a defailed survey of the position
in such matters be conducted and we believe thatif it is so
conducted it will certainly be found that the Indian delegation
has considerably overestimated the logs that would be entailed
on the export trade of India by our being denied preferential treat-
ment in the United Kingdom market.

For our part, we believe that the loss would ne doubt be very
considerable in the case of tea. There is also the possibility of
loss which we ought to take into account in cases such as tanned-
hides and ekins, pig lead, pig iron, pepper, raw hemp and shellac;
and further if the Ottawa agreement is not ratified we lose the
possible advantages of the preferences on linseed and carpets and
rugs. But does the whole of this amount to a great deal;? If we
count the value of the average exports of all these it does not
come up to much more than Rs, 33 crores, allowing for the in-
creased importance of pig iron inrecent years, we may-putitat Rs.
34 crores as a whole. But then it has to be remembered that one
industry tea accounts for Rs. 24 crores out of this sum. The 168
commodities on which we have got preference have been much
talked of since the delegation returned to India. But whatever is
the usc of a large list of commodities whosz annual exports to the
United Kingdom do not amount even to a lakh of rupees ? Large
possibilities about the future bave been painted in glowing colours
but on the stand taken by the Indian delegation the real pogition
has to be judged by the possibility of loss that we have to facz on
November 15 and we believe that the commodities we have en-
umerated and the figuers we have given represent correctly the
situation in its main features. We are being, therefore, commit-
ted to a policy from which we stand to gain very litfle because
of the concern for the welfare of the tea industry and of other
exports whose average annual value in normal years did not
amount at the outside to more than Rs. 10 crores,




CHAPTER I
Conclusion.

What then on the balance can the verdict be on’ the Ottawa
agreement 7 We have on the one hand the enormous additional
cost to the consumer. The approximate value of the total imports
into India of all the articles subject to preferential treatment is on
an average for the normal years we have taken into account nearly
Rs. 132 crores.* Out of these, the imports from the United Kingdom
were valued at Rs, 76 crores. We are, therefore, invited by the
agreement to impose an additional burden on the consumers of
Ry, 56 crores worth of non-British imports, It might be argued that
of these the cotton manufactures and part of the iron and
steel preferences obtained already before the Ottawa agree-
ment. The obviocus reply to this arguement would be to say that
t e preferential treatment of tea, coffee and tobacco has similarly
obtained in the United Kingdom for somé yédrs past and if the
United Kingdom is now tobe given credit for the renewal of these
preferences we are equally entitled to the credit of the preferences
on cotton manufactures and iron and steel. Or the balance may be
“presented deducting the old preferences on both sides. In that
case it would be found that on average the value of the imports of
commadities coming in for the first time for preferential treatment
under the Ottawa agreement and its supplement has approxi-
mately been Re. 71 crores of which about Rs. 31 crores represent
the value of United Kingdom imports. The non-British imports
in this category are of the average annual value of Rs. 40 crores.

it is the loss to India that has to be balanced against the gain
under the Ottawa Agreement. The loss is the additional duty on
the enormous import values mentioned in the preceding para-
graph. We have already explained in detail that this burden
will inevitably fall on the poorest classes of the consumers of im-
parted commodities and that in & number of cases it falls also on
the basic materials of a number of miscellaneous Indian indus-
tries. It ghould also be remembered that even if a certain
proportion of the trade is diverted from the non~British to British
hands the burden onthé consumer is not lessened. For, the

* See Appendix, A,
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consumer isin this case merely forced to purchase a deare:
British good which he doea not buy under present competitive
canditions and the element of the Joss of satisfaction is, therefore,
~ still present. It is no doubt difficult to visualise the enormity
of this cost andit has been often explained how protectionist
policies spread chiefly because their advantage to particular sec
tions are obvious and direct while the cost involved is spread
aver a large body of consumers and thus escapes notice.* The
cost is none the less real and in the case of a poor country like
India especially hard to bear. As against this the advantages or
rather negatively the losses that we seek to escape have been
indicated in the last chapter. The certain loss to be averted is
with respect to the sales of tea in the United Kingdom. These
come up on an average to more than Rs. 24 croresannually. The
other important export on which there is probability of loss is
that of tanned hides and skins amounting to nearly Rs. 7%
crores in value annually. There is not sufficient data available
to us to determine what the reaction of a 10 p. ¢. U. K. duty
on tanned hides and skins exports will be and this needs more
investigation. The exports of other commodities which also may
lose and which are important from the Indian point of view do
not amount to more than Rs. 2 crores. It is difficult to balance
figures when so many incalculable elements enter into the account
but the facts as we see them do not point to the Ottawa agreement
as a profitable bargain. A further notable point needs to be
stressed. [t {is that the incidence of the gain is  highly parti-
cularised. The staple exports of India, the exports on which the
prosperity of the large mass of our population depends are
products like cotlon, rice, jute, groundnut, lmsaed, raw hides

and skins and raw w_waol.t . On none of these do we.

to lose if the Ottawa agreement is not ratlﬁed.g And if
the agreement is ratified we gain an additional benefil only on
the least important of these articles viz linseed. For at present
all linseed being granted free entry in the United Kingdom we
are competing on equal terms with Argentine in that market.
While, therefore, the burden isto be widespread the gain, what-

* Cf. Beveridge:—Tarriff, Chaps. IX and X, 1 The value of these together
with the lvalue of cottun and jute manufactures furmed iu the period, 1927-3 t»
1$29-30 on an average more than 68 p. o. of the value of our total exporis,
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ever it may be, willbe purely sectional and preponderantly in
favour of only one highly localised industry-the tea plantations.
All of which leads to the conclusion that at Ottawa India's bargaiu-
ing position has been ill used. It is not in the first instance to our
interests that wesshould adopt a general preferential tariff. This has
been emphatically laid down by the Fiscal Commission and endorsed
by the Ottawa delegation. Secondly if we are deliberate about
protection even to our industries it is imperative that preferential
treatment should as deliberatelysbe granted. The Indian delega-
tion should have refused to be hustled. There was not, we
repeat, any need for such hurry on our parts. If the policy of
Imperial Preference had to be adopted preferential treatment
may have been granted to a few selected British commodities after
due enquiry in return fora few selscted preferences to Indian
goods in the United Kingdoin. It is bard to believe that the British
delegation would not have agreed to the grant of the sfafus guo
for a further period of six months for making such an enquiry or
that the British Cabinet will refuse such & request even now if put
forward by the Assembly. On the basis of a few selected eommo-
dities Imperial Preference may be excusable under pressure; as
& general system it should never be tolerated.

We have reserved for treatment last the consideration that
weighed most with Lord Curzon's government—the fear of reta-
liation. It has been stated by the Indian Fiscal Commission that
the fear of retaliation hal been exaggerated; but then the Indian
Fiscal Commission made the statement under the belief that the
position of Indian exports generally was invulnerable. The
whole case of the Indian Delegation on the other hand, rests
on the premise that it is highly wvulnerable. The difference
between the two points of view arises because the Ottawa
delegution has produced its report at the time of a s:vere
agricultural depression and when agricultural countries are
finding it difficult to sell their supplies of foodstuffs and raw
materials, Op along term point of view we believe that the
vulperability of our trade position has been exaggerated by the
Ottawa delegation. No doubt at the moment the balance of trade
terms as between the agricuitural and the industrial countries is
heavily against the former, But this caunot butbe a passing
phase and in a determination of policies it is the long term
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point of view that should predominate. Whatever that may be,
the Ottawa delegation cannot have it both ways. If our position
is highly vulnerable even in the United Kindgom market then the
fear of retaliation from other countries is a real one and the effects
of such retaliation are likely to be disastrous to the export trade
of India. i

We invite attention, in a consideration of the question, to the
tables printed in Appendices E, and F. These have been compiled
from the Reviews of the trade of India and indicate the direc-
tion of our foreign trade. It will readily be observed that while
for the average period chosen by us India bought 45.6 per cent of
her imports from the United Kingdom, that country on the con-
trary bought only 22-7 p.c. of our total exports. It will also be
obsgerved that in the case of all other countries, with the exzceps
tion of Java and the Straits, we manage to sell fo them a
greater percentage of our exports, than the percentage of our
imports that we buy from them. If then it is stated
that the disposal of agricultural produce has at the moment
become difficult it will be possible for these countries
to  inflict very serious damage on our exports without
laying themselves open to any serious injury from ourselves.
Indeed the figures by themselves do not disclose completely
the gravity of our position. We have stated above that
the really important articles of our export are cotton, jute,
groundnut, linseed, rice, raw hides sand skins ete. Ruling out
jute as a monopoly our position today is fairly precarious in
cotton, oilseeds and rice. Japan has been our most impor-
tant customer for raw cotton aud pig iron; China buys our cotton
and rice in large quantities; U. S. A, takes the bulk of our
exports of raw skins and lac and the continental countries
are large buyers of all sorts of our raw materials, espe-
cially oilseeds. It has been indicated above that the one
group above all in which we really have to fear competi.
tion is the group of oilseeds; and among oilseeds groundnut
is by far the most important, It is alsoa crop whose cultivation
in India is more widespread than that of any other oilseed crop.
We have in the former chapters and the tables furnished enough
statistics to subatantiate the following quotation from the state-

ment issued by the Committee of the Oilseeds Traders’ Associa-
8
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tion. “It can definitely be said that the agreement is likely to
have a very adverse effect on the seeds trade, which otherwise is
growing by leaps and bounds. The United Kingdom has not
the capacity to buy the bulk of what India has to offer and
in the circumstances, her task to dispose of her surplus
crop on the continent will be rendered difficult. ” Thus not
only is our position with respect to countries other than the
" United Kingdom weak but it is weak in those parts which
we must take special care to guard well. Already the trade
of India is unduly centred in one channel and preferential treat-
ment will still further accentuate this false emphasis. And it will
by doing this make our position still weaker in respect of our other
customers.

Whether retaliation actually comes or not it is clear that by
endorsing the Ottawa agreement we lay ourselves open to its
possibility. And if it comes the harm that it will bring will be
much greater and will affect us in more vital parts than the
loss supposed to be averted by the Ottawa agreement.
Indeed, the most curious festure of the whole situation is that
we should have come so badly out of Ottawa when our bargain-
ing position vis—g-vis the United Kingdom is by far the
strongest, If it comes to a tariff war we could inflict infinitely
greater harm on the United Kingdom trade than ever United
Kingdom could on us. We conclude therefore, by emphatically
stating that our bargaining position has not been properly
used at Ottawa; that we have been committed to a general
preferential policy which is entirely against the interests of India
and that the whole agrecment has been conceived and brought
forth in a hurry for which there is not the least justification.
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Appendix A

| Note, The preparation of the tables had to be taken into hand long before
the report of the Ottawa delegation was published. There have oconsequently
erept into them a few mistakes of additions and omissions. There have for
example, been included in tahles A and B oamphor, asphalt and praning knives.
On the other hand appare), cordage and rope, kniting maohines and type-
writeza have been ommitted, These few imperfections however, do not, it is
believed detrast much from their utility or the bread validity of their

Vaiue of Imports inio India from ail countries [ Rs. Lakhs.

———g

. ‘ Average,
: ! for bt Percan-
1927-2811938-29/1929-3(| 1930-31) 4 years | Averageitage of
i 1927-28 [ U. K. [ool. 7 to
; to |imports| ool &
| - 1929-30
1{Cotton Piecegoods. I
rey. 2125 | 2015 : 2093 | 687 | 2079 | 1368 659
White. 1542 | 1584 1328 | 631 | 1468 | 1819 918
b Coloursd. 1752 | 1735 | 1515 | 683 1667 | 1136 683
Y Matals. O
Aluminum, 119 108+ 148, 101 | 183 41 333
Brass 234, 253, 233 163 237 % | 925
Copper. 120 | 142 031 104 121 4 ' 330
German silver. 15 a1 17 13 18 3 . 187
Iron and steel. 244 | 2084 | 1723 | 1089 1963 | 1161 ' 891
Lead. 13 9 9 7 10 5 i 500
Zine. 36 a3 l 40 i 36 16 ; 444
SfCotton Twist and .

Yarn, 79 639 | 600 30Bi 636 32 | 503
4/Motor Cars eto. 5151 o648 639 | 07| 597 164 | 275
5Hardware 524 | 523 507 | 860 518 192 | 371
8 Woollen manufs- L :

| ctures, 537| 502 428| 331 489 | 168 | 348
7/Justruments and ]

Apparatus, !

Eleotrioal, 283 313 361 31 319 200 . 627
Musioal. 23 25 35 26 23 16 870
Photographio, 23 30 3l 31 8 17 . 607
Surgical, 23 21 28 17 23 R
Scientific. 23 22 18 17 21 i4 | 670
Wirsless. 16 14 7 8| 13 8 | 667
Other kinds. 23 27 28 s 26 19 | 130
8 Paper and Paste- ;
| board. 1| 830, 372| 287 334 118 | 854
% Rubber Manufa- i .
atures, 2121 26, 333, 258 297 9o | 833
10Chemicals. 265 | 248 297 3l 20 151 559
11iprovisions ato. | !
| Confectionery, 28 27 26 20, 2 0 . 0
Milk condensed. N '
and Preserved. 83 89 88 79 87 L [ 322
Canned & bottled
fruit. 13 ;18 14 12 13 1, 677
Canned Fish % 13 26 18 28 4 143
Canned & bottled i i
others. 63, 66 67| 62 65 H | 677
Cooca and chooo- ! |
late, 4 6 3 4 4 1 | 500
12/ Druge and Medicines| 108, 202 | 886 194 200 g9 | 435
13 Faints and painter’s.
! materiale 155) 144! 147! 112 149 105 ' S

59



Appendix ﬂ—-( C'ont(i)

l Average! |
for 1 ‘Pereen-
i 3 years Average| tage of
1927-28/1928-201920-30/1530-31( 1927-28 |U. K, in 'col. 7 to
; to insts | col. 6
192930 | J
14/Lubricating cils
other than bat-
ohing 141 133 130 130 135 17 125
15Buailding and Engi-
neering raaterialy.! 139 122 134 110 128 70 o7
16/Cycles. i 118 129 119 72 122 102 836
1% Haberdashery and

I Millizery. 127 134 104 73 122 28 230
18, Liquors. .

i Ale, beer and porter, 104 100 111 102 105 64 60'9
19%8tationery. 92 102 165 8l 100 55 550
20|Earthenware and

Porceluin, 81 73 2 48 75 8 373
2l Tdilet requisites. 62 65 73 54 67 26 LLY:
22Toys and requisites

for games, 64 87 65 49 63 16 46
2XUmbrellas ato. x4 57 44 31 54 14 259
S;LTouet soap. 47 50| 50| 3 49 8 | 116
24 Miscellaneous Lea- :

| ther manufactures| 41 3 39| 29 40 33 | 800
26 Cutlery. 39 3% 41 26 39 11 28'2
27|Furniture and cabi-

natware. K| i 38 28 35 13 371

Agbeatos manufac-

2 tures, 37 33 32 28 4 6 i6h
ots and Bhoes of

o leather, 29 26 91 13 25 20 800

ils.
Fish. a3 "6 6 7 6 3 500
Vegetable essen-
t?a]. 10 10 15 10 12 3 250
Vegatable non-
essentials. 9 8 8 5 8 ! 8 100
31{Firearms. 24 22 19 16 22 14 637
3ACartridges and car- E
tridgs cases. 15 19 | 15 13 16 ! 11 688
33Vehicles not ' |
meﬁ:hdanioally pro- 17 17 14 11 16 8 50r0
palied.
34|Brushea and Brooms| 14 15 14 13 T 5 367
33 Perfumed spirits. 13 12: 1l 8 iz 6 [ 500
36,01l cloth and flocr i i

| olath, R g 10 ; 132 7 0 5 500
37Glne. 4 7 9 8 (A 2 | w6
38 8imoker's requisites, G 5 4 3 b 2 | 400
39iLeather cloth and ‘ |

| actificial lasther. 4 4] 6 4 L 3 600
40/Fngins and boilor '

packing. 5 4 4 4 4 i 4 100

Total 13233 | 7634

* Column 6 from Appendix. B
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Appendix B.
Value of Imports into India from the Uhnited Kingdom.

17% aberdashery and Milinery

Avarage
for the
1927-28 j1938-29 |1920-30|1930-31 | 3 years
1927-28 to
1929-30
1| Piece goods—
Qrey 1554 1378 | 176 281 1369
White 1420 1423 |, 1203 523 1349
Coloured 1259 1199 . 950 448 1136
2 Metala— :

! Aluminium £8 36 40 21 41
Brasa 89 84 56 ] 76
Capper 45 49 30 30 41
German Bilver
Iron or Steel 1364 1190 926 513 1161
Lead 7 4 4 3 5
Zino 20 15 12 5 16

3| Twist and Yarn 09 356 296 127 20
4| Motor cars, eto. 170 163 159 94 164
5| Hardware 206 139 180 131 192
6| Woollen Manufactures 2n 165 128 67 168
7| Instruments and Apparatos—
Eleotrical i85 199 15 174 200
Musioal 12 11 20 15 4
Photograpic 17 18 17 ‘ 17 7
Beientifie 15 15 13 | 10 14
Wireless il ] 4 5 8
Other kinds 17 21 20 | 23 19
Bargical 15 13 } 130 10 14
8| Paper and Pasteboards 110 123 122 89 118
9 Rubber Manufactures 96 90 11 4 99
10| Chemioais 147 147 159 141 151
11| Provisions—
Confectionery 31 21 19 15 20
Milk Condepted and
Pressrved 32 23 28 26 28
Caoned and bottled fruit 1 1 i 1 1
m " ] 4 4 | 4 3 i
n  others 41 4 | 46 40 44
Coooa and Chooolate 2 3 E 2 ‘ 2 2
. 12 Drugs and Mediocines 8¢ 89 9%, 84 B9
E Faints gto. 112 104 100 T 105
1" Lubnoatmgfﬂa 14 13 24 n 17
Building an ineering 'i ‘
ghtorlm:l? 1] T0 65 48 Y0
15[ oles 0 | 97 47 102
X 7 26 18 28
|
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B Average
for the
1937-28) 1928-29| 1929-3¢) 1930-31] 3 years
{1927-28 to
1928-30
IBF Liquors Ale Beer and Porter 63 61 69 64 - 64
19 Btationery 53 55 56 44 55
%20 Eattben ware and Poreglain 10 ! 28 26 18 28
21 Toilet requisites 24 26 ' 28 i 19 26
22 Toys and requisistes for games 15- 17 15 # 12 16
23 Fish Oil 4 3 5 | 4 3
24 Vegetable essential Oils 3 8 4 1 2 3
25 Vegetable non sspential vils 9 8 7 5 8
26/ Umbrellas 16 6 1 6 14
27) Toilet Boap 37 39 39 [ 24 38
28{ Miscellanecus Leather Manu- i
faotures B 3L a1 20 2
29! Cutlery 10 11 i1 8 11
30! Porniture and cabinetware 13 13 14! 12 13
31 Asbestos maoniaciures 30 25 2z | 18 26
3 Boots and Shoes of Leather 22 20 17 10 20
| 3| Firearms 16 13 13 1 1
M'l German silver 2 3 3 2 i 3
35, Cartridges and cariridge cases 11 11 11 9 11
30} Vehicles not maohanioally ] |
! Propelled e 8 1] 8 8
37r Bruehes and Brooms 6 6 5 4 )
38! Perfumed spirits 5 5 5 3 | 5
39 Oil cloth and foor oloth 5 5 6 3 3
40| Metal Buttons 1 1 11 5 i
41{ Glue ] 2 2 2 2
4% Smokers’ requisites 3 1 2 ’ 1 )
43 Leather cloth and artificial i
Leather 2 2 4 3 3
“ Engine and Boiler Facking , 4 4 3 3 4
45! Cork manufacture [ 1 ‘9 6 i NS
' |
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Total 5'21559-9 56482

, khs.
Value of Exports from India to all countries, [ RS La
_‘F—-__’-——
| _ TAverage ,AveroSO}P"”mt'
: lfor yearls ,fax- | °3°7 to
| 1927-28/1928-29/1929-30/1930-31] 1987-8 [ opt to 00l
oo DE.* ool &
e | 1929-30 o
1, Jute Manufactures | 5356 | 5690 | 5193 ! 3189 | 5013 203 3" '
3 Rice 5364 | 2599 3126 ssez| ses0 | 8 | 19
3 Raw Jute 3066 | 3235| 717} 1288 | 3006 | 694 s
4 Tea 3348 | 2660 | 2601 | 2356 | 2826 | 2433 8",
B Gronnd nuty 1563 | 1987 1639 967 | 1713 103 “ .
N 1
6 Dressed & Tanned PP
hides .., o 413 40] 43| se0| 298 | 383 2,.‘,.:
7| Drassed snd 495 | 491) 4oz | 363! 483 | 403 .
| tenned Skina X 'y
8 Cotton Manufac- 867, 780! 719| 522 789 3
tures ... . 56
9! Bhellae.., 569 682 ) 568( 929 | 608 156 Ve .
10| Linesed . 4530 31| s7s| s41) 452 | 10 | WIS
11/ Oil Cakes 314 384 s12| s8] g | us | 893
12| Castor seed .| 58| 246| 15| 156 240 5 | O
13| Pig lead | 85| 25| 45| 27| 355 116 518 .
14 Pig iron e 311 39| 170 816 15 (X
15| Wheat 41| 1691 21| 195 210 | 162 | 771
16| 8pices M0 159! 196 187! 198 38 143
17 Coffee ... 232) 169 145! 192 18 54 n.e
18| Pulses ;inoluding 187 | 181 184! 105| 177 3 208
ans .
19 Waod (msinly teak)] 168| 1%7| 180) 140 1% 88 bos
-20| Fodder, bran and .
Pollards w187 sl me| 77| 134 93 | 694
31 Manures ) 1287 128 185 123 12% 4 32
89| Tobascco 106 | 1200 06 j04 | 114 38 353
23} Cotton need 145 1 133 55 23 11 106 950
24 Mioa ... 93 90| 108 63 95 43 453
25[ Myrabolans . 128 80 78 78 93 -+ 39 419
26/ Carpets and Rugs,.. 92 94 85 67 90 44 489
2% Barley... 85 165 7 1 86 26 302
38 Hemp Raw 81 88 68 39 79 12 152
29| Non essential
Veogetable oils 29 37 32 24 33 1 2
30! Bandal wood oil 92 27| 23 13 24 8 33-3
3V Coir manufactures, 7 111 8 | -8 ‘9 2 22

* Column 6 from Appendix D,
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Appendix D.
Exports to United Kingdom from India. [ Rs. Lakhs.

Avarage
for years
1925-28 | 1928-29 1 1929301 1930-31] 1927-28
; to
1 ‘ - 1929-30
s B L
} Jute maunfaciures i 206 ‘ 201 121 203
? Teaa i 28U 2235 | 2219 1995 2433
&| Geaund puts ' 63 121 ¢ 124 2 103
4 Drewssed and tsnned hides 335 393 | 310 251 363
$i Dressed and tanned skins 430 392 @ 387 323 403
6| Cotton manufactures 36 37 | 41 19 as
9] Lao 1389 205 | 159 70 1:4
8| Linsesd 112 37 181 124 110
%} Qil eakes 104 112 119 92 113
1| Castor ssed 71 55 | 50 23 59
111 Pig Lead 30 113 154 166 116
12| Spices 39 20 26 11 28.
13! Coffee ! 67 40 54 52 54
14| Pulsen { inolnding beans ) 40 37 35 19 a7
15/ Wood { mainly teak ) ket 89 101 74 88
16| Fodder bran and Polards 88 106 86 47 93
17, Mabures 4 4 4 4 4
18| Tobaocoo 26 47 42 33 38
19 Cotton meed : 141 123 54 22 106
20! Carpets and Rugs 48 46 38 38 44
21! Barlsy 40 32 8 1 26
22| Non essential vegetable ocils 7 8 7 7 7
23| Sandalwood oil . 9 8 8 2 8
Coir manufastures 18 AW 20 18 19
25 Rice 73 ! 50 5 97 58
28| Raw Jute 168 757 | 556 223 694
27 Shellac 163 174 I 131 154 156
28 Mioca 43 43 43 | a5 43
29 Myrabolans 47 36 34 38 39
Hemp Raw 15 10 12 3 12
31 pig Iron 10 2 33 8 15
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Rppendix- K.
Shares of Farelgn countries in India's imperte.

PEROENTAGES.

Aversg

1927-28 1928-29| 1929-30, 1930-31 hﬁ'ﬁ?ﬁ

1950-35
77 | T [ 438 | s | ds
by ] 10 | 98 88 )
" 1 | 73 1 s 3
| 63 66 *5 rs
59 65 57 63 "
30 %8 8 8 |-
7 29 23 27 ry
2 20 26 T4 .3
1% 19 18 19 ry
18 19 21 ¥ | 1y
118§ 37 17 PO | 1T
7| 19 Mmoo
3 |33 | o3 5 |




Appendix F.
Shares of Foreign Countries in the exports from India,

PERCENTAGES.

Average

Nams of the Country 1997-28 1928-29| 1929-30| 193031 f‘;;zy'?fz?
19323040.

3| United Kingdom 250 214 218 210 W7
2 U.B. A, il 118 116 94 IS
Japan 89 102 102 106 i

4; Germany g9 94 84 &3 g3
5| Franoe 49 53 53 49 51
6 Ceylon 48 42 42 ¢ 44
7| Italy 39 45 36 35 40
8| Belgiom 33 40 38 LY T
9| China 14 18 41 59 7
10| Netherlands 24 26 8 29 26
11} 8ta. Bettlements . 28 24 25 28 25
Central and South Amerioca 3 b 32 3 rs:

13 Anatralia 20 4% 2 18 20 6
14 Perzia, Arabia, ete. 25 1 i 22 22
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