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EDITOR'S PREFACE 

The important part played by the railways in the economic 
development of this country is well-known. The fact that 
railways in India constitute a great national industry, and that 
they have an important connection both with the financial and 
the industrial policy of the country is, howevet·, not fully 
appreciated. 'fhough occasionally problems relating to railways 
attract some attention, a systematic study of railways and their 
problems is not made. The subject of transport either occupies 
a subordinate position or often no position in the syllabuses of 
Indian Universities. Even important commercial bodies who are 
directly interested in the working of railways, find problems such 
as those of railway rates, a mystery ordinarily to be avoided. 
Due to this apathy towards railway problems both among the 
educated and the commercial public, railway administration in 
this country has not found that corrective, which enlightened public 
opinion provides in other countries. In fact the effect has been 
so stupifying on railway administrations, that it is not unnatural 
to find some of them considering railway problems such a close 
preserve, that the entry of the outsider shall be barred. As an 
illustration ,of this unfortunate tendency we may .point out the 
fact, which would be unbelievable _ if .. it did not occur, that the 
authorities of the G. 1. P. Railway refuseel access to their published -tariffs, for the purposes of comparative study, required for 
bona fide research. 

Some interest has b~ aroused in more r~cent times in " , 
railway problems, chiefly in connection witl;l,~nges to be 
introduced under the new constitution. The provision for a 
Statutory Railway Authority in the Constitution Act opened the 
eyes of the public in India to this important national industry, 
the administrative control of which was thus being taken away 
from the future Federal Assembly. It was only then understood 
that the Railway Authority of the future will have the control of 
finances as large in the aggregate as those of the general budget of 
the Central Government. Though the railway budget was 
separated from the general budget in 1924, the importance of 
railway finance, and therefore, of railway policy waS not fully 
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grasped, till this innovation of a Statutory Railway Authority was 
suddenly sprung on the Indian public. 

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

Though railway problems have thus attracted some attention 
in the country chiefly due to financial difficulties, adequate 
attention has not yet been paid to the question of co·ordinating 
the railway policy with the general economic policy of the 
country. Since 1924, we have adopted the policy of Discriminating 
Protection, and it is in the fitness of things to expect tbat 
the railway policy should be such that it may help the growth 
of industries. The reports of the Tariff Board arc full of com
plaints regarding the unfortunate tendcncy of Indian railways in 
this connection, which may often undo the effect of protective 
measures passed by the Indian Legislature. Unless effective steps 
are taken to enSure that the railway rates policy shall be based 
primarily, in the interest of Indian trade and industry, we may 
find seriouB difficulties in our economic progress. 

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

School of Economics and Sociology, } 
University of Bombay 
15th January, 1937. 

C. N. VAKIL. 
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CHAPTER I 

THEORETICAL BASIS OF RATES AND FARES 

The purpose of the present chapter is to discuss the theoretical 
basis of rates and fares and the principles followed in 
the determination of what constitntes the reasonable charge 
to be paid by shippers and travellers for the transportation 
service rendered by the railroad'. Notwithstanding the repeated 
efforts on the part of legislative and judicial bodies, no definite 
method of rate fixing has yet been evolved, which would do justice 
both to the public and the carriers. The stage of transition has 
not yet passed. The momentons inventions of the post-war decade 
have revolutionised the entire transportation system. The 
efficiency and economy of the modern commercial automobile 
service has seriously questioned the monopoly of railroads as 
carriers of men and merchandise on land and modified their scope. 
Attempts are therefore being made to co·ordinate these two im
portant agencies and to assign them their proper place in the trans
portation system. This has affected the practice of rate·making 
on railroads. The rapid progress in air transport and its increased 
commercialisation is bound to affect the practice of rate-making in 
future. Portends of the fast approachiug change are not lacking. 
The task of rate-making has therefore become extremely complex 
and even embarrassing. Doubtless, there are a few important general 
principles which guide the authorities entrusted with the task of 
constructing railway tariffs. But it cannot be denied that this 
task is essentially a practical one', because a railway rate structure 

1. The primary function of railroads has been aptly characterised by Mr. 
Marriott as one of selling transportation. ii The business of railways,'! 
he points out, H is to sell to the pUblic what the Americans call 'traDS
portation " or in other words they are purveyors of ca.rriage". 
Vide, U The Fixing of Rates and Fares," p. 15 

2. Fixing of railway rates is, according to Sir W. Acworth, in one word, 
an art and not a science, and it is an art which in Bagehot's phrase, 
must be exercised "in a. 80rt of twilight in aD atmosphere of pro
babllities and doubt where nothing is clear, where there are BOme chances 
for many events, where there is much to be said f-or several courses, 
where, nevertheless, one course must be determinedly chosen and fixedly 
adhered to". Vide, "Elements of Railway Econ-omics." p. 73. 

R-l 
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can never be built off-hand: it is a product of gradual growth, 
ever changing aud adapting itself to the growing needs of a 
dynamic society. 

Before entering on a study of the principles determining rail
way rates, we shall examine the general bearing of railroad 
expenditure on rate-making, because not until money has been 
liberally expended can the railway plant be expected to yield 
appreciable earnings_ Huge amounts of capital have to be sunk and 
sunk for ever; it is irrevocable. Further, if something is here to 
be produced at all it must be produced on a large scale. 

The expenses of a railroad are primarily of two kinds, • fixed 
charges' and' operating expenses'. The proportion of former to 
the latter is roughly one to two_ Capital costs are independent of 
the volume of traffic carried upon the line. Of the cost of 
conducting transportation, no less than half constitutes a fixed 
charge, irrespective of the volume of bURiness transacted. 
In short, nearly two-thirds of the railway expenses are constant 
and only one-third variable1

• This has been found true of the 
railways in the leading industrial countries'. Working of the 
Indian railways are no exception to this general rule. 

The preponderant proportion of constant costs reveals the 
essential characteristic of tbe railway industry which pervades the 
entire rate policy. Railroad operation is subject to decreasing 
costs. Doubtless expenses increase with increase in traffic, but not 
in direct proportion. A part of the total expenses does not increase 
at all, and the other part increases proportionately with the traffic, 
while the expenses in the residual category, which form the bulk, 
occupy an intermediate position'. This shows the enormous 

1. From the detailed statistics of the American railways Professor Ripley 
has come to this conclusion. He BayEt, "Thus ODe arrives at the general 
conclusion that approximately two-thirds of the total expenditure of • 
railroad and more than one-half of the actual operating expenses 
are independent of the volume of traffic. The rema.ining third of the 
total expenditure, or what amounts to the same thing, the other half of 
the operating expenses are immediately responsive to any variation in 
business". Vide, Ripley, "Railroads", p. 55. 

2. Supra p. 56, 
3. This feature has been admirably condensed by Acworth: If it eosts 

x to deal with 1,000,000 units of traffic, 5,000,000 units will cost not 
5x, but IX + (tx X 5x) = 3x. 
Vide, "The Elements of Railway Economics". p. ,50. 
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extent of the unused capacity of the railway plant and the 
consequent scope for absorbing increased traffic requirements with 
a view to eliminate the waste of the unused capacity of the plant. 
It is the duty of every traffic manager to see that the railway plant 
under his management is used to its maximum capacity and that 
the waste in the capacity of the plant is reduced to the minimum. 
Therefore in order to utilise this unused capacity of the plant 
running to waste, the traffic manager attracts new traffic at lower 
rates, such as would cover the prime costs\ and leave a share, 
though not full, to defray the capital costs. The rates thus charged 
are known as exceptional or special rates, which we shall presently 
examine. This brings to relief the fact that railway industry is 
subject to decreasing costs or increasing returns' until the 
maximum operating capacity of the plant is reached. 

Exceptional Or special rates are inherent in the very nature of 
the railroad operation. Railway industry being one of increasing 
returns, with nearly two· thirdS of its expenses constant, and only 
one-third variable with the amount of traffic carried, special rates 
are offered, as already pointed out, to eliminate the waste of the 
unused capacity of the plant. But exceptional rates are as well 
offered for development purposes. When the railway authorities 
learn of an industry newly started, or to be started, or one snffering 
under temporary disadvantages, they offer relief in the form of 
lower freight charges so as to enable the industries already located 
on its lines, to flourish and to attract new ones, furthering thereby 
their mutual interests. The impetus is not one due to benevolence 
but to enlightened Belf-interest. Special rates thus quoted act in a 

1. The term 'prime cost) is here used in the usual sense of the special 
coat of the traffic, meaning the cost which would have been saved if the 
traffic had not been carried. In this connection Professor Edgeworth's 
exposition of the varied implications of prime coat are instructive. 
Vide, The Economic Journal, 1911, p. 563-64. 

2. Professor Ripley thus expresses himself: U The law originates primal'ily 
in the fixed. conditions attaching to the heavy capital investment-the 
fact, namely, that fixed charges up to a given point of saturation tend to 
remain constant absolutely j but become proportionately less 88 the 
volume of business expands. From this fact therefore, rather than from 
any marked economics of large scale production may it be affirmed that 
railroads offer a notable example of the law of increasing returnsJl

• 

Vide. U Railroads," P. 99. 
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protective or insurance capacity helping to materialise varied indus
trial potentialities of a country and lead to a full-fledged many
sided economic development. In fact the effects of lower transport 
charges on an industry are similar to those of pl'otective fiscal 
duties and as such in our country only those industries should 
have a claim to exceptional freight rates which conform to the 
canons laid down by the Indian Fiscal Commission. That is, the 
railways concerned should offer special rates for development 
purposes only to those industries which can stand open competition 
after the transitional stage is passed. This is significant, because 
if the railways give special rates with this object, to every industry 
that is established on its lines, indiscriminately, it would be bad 
railway economics. Of course exceptional rates, offered (in 
operating the railroads) with a view to utilise the unused capacity 
of a plant, can be claimed by any traffic, but it may be submitted 
that there is no security of continuity in the special rates offered 
by the railways merely for a better utilisation of the plallt, while 
in the case of lower rates offered for development purposes, there 
is relative certainty. This is an essential difference, often over
looked, which needs to be emphasised. We have dwelt at length 
on this aspect of the railway working because India is passing 
through the Industrial Revolution and her industries are therefore 
in the transitional stage, and in need of an enlightened and 
vigorous national railway policy. 

Special rates offered on a part of the transportation system, 
are in the nature of a temporary tax on the rest of the system, and 
continue to so function till the subsequent increase in the volume 
of traffic seeking transport makes the rate paying one. 'I'he 
temporary loss suffered by the railroads is more than made good, 
in the form of increased earnings later, when adequate traffic is 
built up, and in this we seek the essential justification for the 
lower rates offered. The loss sustained is essentially a temporary 
one. J!'or instance, in the development of sugar factories now in 
progress in this country, if the railways concerned offer reduced 
station-to-station rates on cane and sugar to and from different 
factories, both old and new, not only would the expansion of new 
factories be facilitated but even the old established factories would 
extend their plant. ThiS will certainly be a profitable proposition 
to the railways. But, if even after a considerable traffic has been 
built up, the rate continues to be an unremunerative one, and does 
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not make reasonable contribution to over-head charges, theu it 
ceases to be a development rate, justified by far-sighted business 
principles, and becomes a subsidy granted to one industry or group 
of industries at the expense of, and discriminatory to, the other 
users of the railways. It would mean artificial fostering of the 
weak and the inefficient, which would, but for the help, have no 
chance to survive. Exceptional treatmeut should therefore be 
accorded with due cousideratiou aud utmost caution. This dis
crimination should be very sparingly nsed. Ilailway authorities 
should illxest only a part of their resources in the development of 
future'traffic which has good prospects but is not immediately re
mnnerative. In fact, no railway cau afIord to change over a long 
period of time a freight, the revenue from which does not cover 
the direct prime costs of its own movement. However, the 
exceptional rates which cover their prime costs and leave a share 
to meet the capital costs are becoming more common. In Engl~nd_ 
and America about 80 l'er cent. of the total traffic is carried 
at-'exceptiiiriaI rate ,which has thns be~ome a rule rather than 
anexception. . " ' 

- _ .• ' AnotIi.e~ equally important and a yet more controversial 
feature of the railway industry may now be studied. I~_<!.!!le

tiIll~_said thatraihv!,y,industry is essentially one of joint costs. 
The expenses of the railway service are incurred jointly and most 
aptly illustrate the production of a number of commodities by a 
single plant Simultaneously at joint and indistinguishable costS.' 
The classical economists illustrated this principle by the example 
of the joint productiou of wool and mutton; beef, hide and 
tallow; calves and dairy produce; coke and coal-gas; etc. 
Neither commodity could conceivably be produced alone.' It 
behoves us, therefore, to examine in detail the nature of joint costs 
as operating in railroad industry. 

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

1. Huge railway plant is devoted to the carriage of heterogenous 
merchandise and differently graded passengers so that the cost of 
moving a. single commodity or paBEenger is indetermina.ble. 

2. Mill, J. S.: " Principles of Political Economy", p. 510. 
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follow an attempt will be made to study the problem with the 
help of these authorities, with a view to a clearer understanding of 
the issue • 

.. When any plant is used for diverse products," says Professor 
Taussig~ "the case is so far one of production at joint costs".' 
This is true of railroad transport. In support of the application of 
the aforesaid definition of joint cost to railroads, Professor Taussig 
argues: the same roadbed is used for passengers and freight and 
for the different kinds of passengers and freight. If the outlay 
for the plant were the only expense incurred in rendering the 
service the case would be one completely of joint cost. 'l'here are, 
of course, the operating expenses in addition. But the expense of 
the plant (represented chiefly by interest on the investment) 
forms an unusually large part of transportation.' The operating 
~xpenses also, he further adds, represent in large part joint cost. 
Many of them are incnrred for the traffic as a whole and must go 
on whether or not individual items of traffic are undertaken. At 
least one· half of the total operating expenses of a railway are 
impossible of apportionment to any class or item of traffic, and 
thus stand for joint cost.· To him when two or more articles 
are transported from a railway station' A ' to another station • B " 
the transport services rendered by the railway are essentially and 
fundamentally joint products; and it is immaterial whether the 
articles are consumed at B or have to be further carried to a place 
• C' for consumption. This is so because, according to him, 
the rail way plant in this case is used for varied purposes, 
that is, the products carried are diverse. Although he 
admits that when two or more different things and the 
same thing for different purposes are carried from A to B, the 
transport services rendered are in one sense homogenous4

; but 
in the primary sense concerning the railway they are diverse. In 
short he has with his characteristic persuasion and ability 
developed the thesis that joint costs playa dominant part in the 
industry of railroad transport. 

Professor Acworth holds the same opinion and argues on 

I. Vide, "Principles of Economics," Vol. II ( 1924 ), p. 395. 
2. Vide, Supra.. 

3. Vide, Supra. 
4. Vide, Principles of Economic., Vol. I, p. 221. 
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similar lines. Starting from the unjY!l)'J!!!lly ackllQwledged cp.arac
teristic of railway transport that it is ~~n_ in<!ustry of huge 
i,nvestments, he argues that almost the whole of the constructional 
capital and the working expenses are incurred on behalf of the 
traffic as a whole; that even if either the passenger or the goods 
traffic was absolutely withdrawn the claim of capital to its normal 
interest would stand unchallenged, reduction in the cost of main
tenance would only be trifling, and even the operating expenses 
incident to de Jacto movement of traffic would fail to record pro 
rata reduction. But the withdrawal of traffic of only certain 
categories would leave the volume of expenses practically un
altered. He therefore concludes that the expenditure of a railway 
plant is incurred almost wholly on the joint account of all its 
customers; the accommodation it provides and the services it renders, 
it must therefore render and provide at their joint cost. He says, 
H Railways then are the most extreme instances of business 
conducted at joint cost; their whole capital outlay is incurred on 
joint account; almost the entire cost of their services is joint; and 
the extra expenditure incurred especially for anyone item of the 
joint product is extremely small.'" 

With due deference it may, however, be submitted that the 
argument as developed by Professor TallBsig and Acworth is not so 
convincing. It is easy to see with the worthy economists that the 
railway industry is one of large fixed investments, but it is rather 
difficult to accept the plea of joint supply of rail way service in the 
primary sense. The suggestion that joint costs playa predominant 
part in railway industry has qualified acceptance; the difference 
is only one of emphasis. 

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

1. Vide, the Economic Journal, (1897), p, 321. 

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

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

] . Vide," Principles of Political Economy ''t p. 670. 
2. Vide, Mar.hall "Principles of Economics" (1916) p. 388. 

3. Refer Marshan: "Industry and Trade," p. 192·93. 

4. Vide, Ripley, "Railroads," p. 67. 



THEORETICAL BASIS OF RATES AND FARES 9 

~aill of the G. r. P. catered only for firet aod.second class passen_ger 
traOfc;-mriiSTaTelilrI1l31;8nd tlie Frontier Mail follows the same 
p.!actice even to-day. It follows, therefore that the most essential 
differentiating characteristic of railroad transport is that the 
services it provides are not physically inevitable; that is, the 
prodnction of one service does not necessarily imply the produc· 
tion of the other. The supply of anyone kind of railway service 
is not necessarily connected with the supply of any other kind of 
railway service. If, for example, facilities for passenger traffic are 
increased, it does not follow that those for goods traffic are pari 
passu increased: or if the travelling facilities for first class 
passengers are increased it does not inevitably follow that those for 
third class passengers are also increased. As a matter of fact, an 
increased supply of one kind of railway transport service means, 
ceteris paribus, decreased facilities for the other kinds of transport. 
That is, given a railroad e~tablishment, if increased facilities are 
offered for goods traffic, it would mean decreased facilities for 
passenger tra!fic. 

Further, the transport services provided by a railroad-unlike 
the prodnction of several commodities by a single great plant 
simultaneously, at joint and indistinguishable cost none of which 
can conceivably be produced alone,-can be varied according to the 
traffic requirements, and to an extent limited only by the demand, 
because necessary readjustments can be made in the plant to suit 
the tra!fic requirements, and even if the established plant is fully 
utilised new plant can easily be added to meet the demand. In 
fact the rail way management would be only too glad to make the 
requisite readjustments because it is to their interest that not only 
should the existing demand be provided for bnt a new demand 
should be created. A successful tra!fic manager does. not wait for 
the traffic to come, but he-~~e~i;;s-traffi~:-F~~i~st;~~e:totak;; an 

----------~.-- . - "." - ~.- - --_._" 
extreme case of readjustment, if a line has been laid down between 
any two points A and B for carrying primarily a particular kind 
of traffic, say goods traffic, becanse, perhaps, when the original 
snrvey was carried out the passenger traffic did not present any 
prospects to the investigator. But, let it be supposed as well that 

1. In this connection we should not be understood to convey that the actual 
working: of the line was justified in practice, altbough there ia a theore
tical justification for such working provided it pays its way-that is, the 
full share of capital and working costs. 

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

Again, in the case of joint production, like wool, mutton and 
skin, outlay is incurred for tbe total joint output, so that even if 
one of the joint prodncts fails to fetch a price, there being almost 
no demand for it, the total cost would remain unaltered. This is 
of course an extreme case but neverthel£>ss true and is not in
frequently met with in the industrial field. For instance, molasses, 
which is a bye-product of sugar, produced in Borne of the Hawaiian 
Sugar Factories, was actually thrown away, there being no 
demand for it-nay, they had to incur some cost even in throwing 
it away. Sugar and molasses are joint products and tberefore the 
production of the former necessarily implies the production of the 
latter. Further, it should be pointed out that the prodnction of 
molasses does not involve any costs, distinct from those necessary 
for sugar, and if it did the Hawaiian Sugar Factories, referred to 
above, would never have cared to incur such expense when there 
was no demand for it; per contra, they would have endeavoured 
to produce sugar without molasses if possible, to eliminate, the 
cost of disposing of that product. 
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Even in the common cases, where each of the joint products 
haa severally a value assigned to them, and therefore, Some 
special care and expense is devoted to each of them, which would 
be diminished or dispensed with if the demand for that product 
were to receive a serious setback.' The margin available is certainly 
very narrow, except where special expense has been incurred 
for one or all of the joint products. Thus, for instance, even 
where molasses fetches a price, no saving worth the name can be 
made if the demand for molasses falls, because there is no special 
expense incurred for it. !l! .. f!,.c~.-"ne __ oL~he pressing llrohll:1IlS 
befo~~J!J.e.s'egar industry to-day is to find out a means of utilis
ing molasses and thus increase the demand for it. In short, in 
joint production outlay is incurred for the output as a whole, and 
the margin for the reduction of costs, if the demand for one of 
the joint products falls, is narrow, unless there are special expenses 
incurred for one or all of the joint products. 'fhis is not true of 
the railway plant in the primary sense, as adverted to above. But 
to the extent that the railway plant is subject to joint costs-in the 
secondary sense-as will be shown presently, the aforesaid 
remarks are applicable. 

Thus, from the foregoing discussion it is clear that joint costs 
do not play such a predominant part in the railway industry as 
Professors Taussig and Acworth expect us to believe. Professor 
Pigou has offered very instructive and interesting criticism on this 
point which may with advantage be noted at this stage. He 
contends that the transport service provided by the railroads is a 
single homogenous commodity and therefore the element of joint 
costs plays only a secondary part. According to Professor Pigou, 
the conjunction of large common supplementary costs with 
separation between the markets to which they are supplied does not 
make railway services joint products in this'-the only significant
sense. In order that they may be joint products, it is further 
necessary, not merely that additional investment in plant and so on 
may be used alternatively to facilitate the supply to either market, 

'but that such additional investment cannot be used to facilitate the 
supply to one market without facilitating the supply to the other.' 

1. Refer Marshall, "Principles of Economics", p. 389 and" Industry 
and Trade," pp. 192·93. 

2. Refer to thediacussion, "The Economics of Welfare". 
3. Vide, H The Economics of Welfare," p. 246. 
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This view point seems to be more in accord with the true nature of 
the rail way industry, and hence we accept the view taken by 
Professor Pigou that joint supply does not prevail in railway 
transport in a fundamental and general way as is supposed by 
some writers.' 

In some aspects of railway transport, however, true joint 
costa do prevail. (i) Back.loading provides complete analogy 
to the case of joint costs. Thus, an increase of transport 
facilities from station A to station B carries with it an 
increase of transport facilities from B to A. (ii) In a 
sparsely populated country or where railways have been 
newly inaugurated, if tbe demand for anyone kind of service, say 
either goods traffic broadly, or passenger traffic, is not sufficient to 
remunerate even the technically minimum sized railway plant, 
goods traffic and passenger traffic is jointly produced. Professor 
Taussig rightly points out that the principle of joint cost iu railway 
industry bears, perhaps, most on the special problems of pioneer 
regions; and a8 these regions advance beyond that stage, it ceases 
to be all pervading.' Similarly, if the increment of demand for 
either passenger or goods traffic is uot individually sufficient to 
make profitable the technically minimum additions to the railway 
eq nipment, then such increments of passenger and goods service 
are jointly produced. The existence of unused capacity in the 
railway plant constitutes the basis of tbe principle of joint costs. 
If, however, we could adjust OUI' units of productive factors to the 
size of the units of their products, tben this kind of problem of 
joint supply or joint production would cease to exist. As railways 
and regions they serve emerge from the pioneer stage, as traffic 
becomes denser and more regular. as the different regions served 
become industrially more homogenous, as the railway is able 
to utilise its entire plant and its whole operating foroe con
tinuously and systematically, the feature of joint costs become 
less dominant. But, though less dominant, it never ceases to be 
important. From the very nature of the railroad industry the 
existence of unused capacity in the railway plant, albeit there are 
forces tending to minimise it, is inevitable; because even if a given 
railway plant is utilised to its maximum capacity, at a particular 

1. Supra, p. 265. 

2. Vide, "Principle, of Economics" Vol. II pp. 404-5. 
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time, additional plant hae to be installed when fresh traffic comes 
and a part of this new plant remains for a time unutilised. Thus, 
it is, difficult, _to,_so adjust the railway plant as to completely 
eliminate the waste of unused capacltY.-riishort; the problem'of 
joint costs is less important in countries which are industrialised 
and where the railway' plant has attained sufficient maturity. 
In industrially backward areas, where the railways have not 
passed their pioneer stage, joint costs hold dominant sway. 

Thus, common costs, rather than joint costs, are the dominant 
feature of railway industry, especially in an old country where 
railway transport has fnlly developed. The element of jointness 
is of comparatively less significance. .. The services provided by 
the railway companies are, in the main, not jointly produced."1 

This discussion of the two most important characteristics 
of railway industry clears the way for a stndy of the principles 
on which the rate structure should be based. Now, if railway 
trausport were not made a mouopoly by law, (i.e., if free com· 
petitiou were allowed between two points' A' and' B') the railway 
rates would be determined by the separate competitive costs 
of each kind of service. .. It is generally agreed," says Professor 
Pigou, U that, except in 80 far as the transport services sold to one 
set of purchasers are supplied jointly with those sold to another 
set, simple competition would tend to bring about a system of uni
form rates per ton-mile for similar services.":J The rates for 
similar services would be so arranged that the demand and supply 
price would coincide; and a separate charge would be made if 
the railroad transport were sold in conjunction with some extra 
service. But in fact railways are monopolies by law. (Behind 
the fact of legal monopoly there are factors which make a railroad 
a natural monopoly, e.g., large capital investment, waste involved 
in duplication of lines, etc.). Hence a railway company is not 
ClIlled upon, and has not the capacity, to determine the separate 
cost of production of individual transport services. On the 
contrary, as a monopolist it finds to its advantage to charge 
different prices for the supply of a common commodity, namely, 
transport service (of conrse making allowance for special facilities) 
to different buyers. It is able to so formulate its rate structure 

1. Professor Pigou; ''The Economics of Welfare", p. 267. 

2. Supra, p. 2~7. 
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because the demand for a unit of railway service is not transfernble. 
Where transference is feasible discrimination cannot be effected. 
Thus, in a regime of competition discrimination can exist only 
temporarily. 

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

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

THE COST OF SERVICE PRINCIPLE 

In any commercial or industrial enterprise, the main principle 
which is taken into account by the manager of the concern in 
fixing the prices of the commodities manufactured or dealt with 
is that of what the provision of the commodities or services has 
cost or wiJI cost him. After calculating his cost and having 
made due allowance for his own personal remuneration and for 
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any interest on capital, the manufacturer fixes his prices or rates 
of charge to his customers accordingly. Therefore, one naturally 
asks oneself, cannot the railway company fix its conveyance rates, 
whether for goods or for passenger service, in direct relation to the 
cost which it has to incur to provide the accommodation and 
service? It cannot be gainsaid tbat the cost of service must 
necessarily loom large in the manager's eyes, becanse he has to see 
that not only should the receipts be adequate enough to defray the 
total expenses incurred in running the undertaking but that 
sufficient surplus is left to cover the interest charges on the capital 
invested. 

Theoretically considered, the most equitable charges seem to 
be those proportional to the costs incurred by the railway in 
performing a given service. It is also approved by the business
men who urge that tho rates ought to be based on the cost of the 
service. .. There can be no question," says Professor Ripley, "that 
for an indispensable service like transportation, conducted under 
monopolistic conditions, the ideal system of charges would be to 
ascertain the cost of each service rendered and to allow a reasonable 
margin of profit over and above tbe amount ",' But to basing 
the rate structure entirely on the cost of service principle, tbere 
are several insuperable objections both theoretical and practical. 
Railway operation. we would like to emphasise, is not analogous 
to tbe business of an ordinary manufacturer. 

A rate structure based purely on the cost of the service 
principle, to be just and reasonable, presupposes the existence of 
perfect competition, precise allocation of transport costs of 
individual items of traffic carried, and relative stability of the cost; 
and if all these elements existed in fact the cost of service 
principle would have rightly deserved the premier place in rate
making_ Then the rate structure would have been based on this 
principle alone_ Thus, for instance, if the cost of transport service 
rendered to two articles, say coal and cotton, are the same, 
in a state of perfect competition amongst the carriers, and if 
the cost of these individual services is determinable, then, 
identical rates should be levied on both the articles; and this 
would afford maximum advantage both to the carrier and the 
shipper. 

1. Vide, "Railroade," p. 168. 
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OBJECTIONS: AnSENCE OF PIIIRFIilCT COMPETITION 

But the study of the nature of railroad industry reveals that 
the state of perfect competition, which is the most essential 
element, does not exist; and it is difficult to realise in railroad 
working. If the regime of perfect competition could be realised 
in railway industry, other objections of mixed roads, indetermin
ability of costs. etc., would fade into insignificance. But perfection 
is neither feasible nor ib it desirable. It is needless to repeat the 
reasons which show the impracticability of perfect competition in 
railroad enterprise. Since the beneficial effects of perfect 
competition cannot be realised in railway industry, State inter
ference has been invoked for regulating the rate structure 
of railroads so as to maintain the proportion of rate charged 
to marginal cost. Professor Taussig aptly remarks: .. The 
railway itself is a vast enterprise, with a tendency to monopoly 
conditions in its inherent workings; it threatens in private 
hands to become an imperium imperio; it presents most urgently 
the problems of puhlic control and public ownersbip.,,1 Thus 
we find that the basic argument of the advocates of the cost theory 
is nnsonnd. 

Fnrther, the cost hasis is difficult to lay, because it is impossi
hIe to ascertain exactly the cost of any railway service; none of 
the fixed charges and very few of the operating expenses can be 
assigned, except rather arbitrarily, to the various services. The 
costs are incapable of definite allocation. The cargo of a single 
freight train consists of a medley of commodities. To allocate 
the costs. thns incurred, to individnal articles. from amongst 
numerous articles carried, which have acquired different place 
utilities, is at once arbitrary and unjust. Thus. of the total 
expenditure incurred, only a few items can be definitely allocated 
to one service or the other; but the greater part of the 
expenditure is common and does not admit of precise and definite 
aUocation. Allocations of costs, as Professor Acworth says, made 
on the basis of the rates between goods and passenger train miles 
are at best no more than a conventional average. And if allocation 
is impossible between goods and passengers, a fortiori it is more 
impossible among the various categories of goods and passenger 
traffic inter se; while as for an allocation to individual 

1. Vide," Principles of Economics," Vol. II, p. 389-390. 
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consignments of goous, probabJy even tho hardiest of amaleur 
railway statisticians would not attempt it. 1 Railroad costs al'e 
indeterminable and highly variable. Costs are variable because 
the railway industry is subject to tho law of increasing returns. 

Only a rough estJmate can be mad a of the relati vo costs. This 
is especially true of sparsely populated and new countries where 
the equipment of railway organisation is not fully utilised and 
the unused capacity runs to waste. But in old and econoIllically 
advanced countries the demand for railway service is more steady 
and enables the railway managers to adjust their equipment to the 
demand, minimise the waste of unused capacity, and by the 
process of cost accounting ascertain approximately, if not exactly, 
the cost of different railway services. 

COST, AN IMPRACTICABLE BASIS OF RAILWAY CHARGES 

Even if the cost of individual railroad sel'vice could be deter
mined, it cannot be a true index of the total costs involved in 
performing that service, because the fixed costs are heavy. 110re
over, even after accurately ascertaining the various costs incident 
to an individual service, to frame a rate scheuule based on that 
cost would be highly detrimental to trade, though, because of its 
balanced and symmetrical nat.ure, it finds favour with the traders. 
rrhia is 80 for reasons more than one. Firstly. the costs would he 
found to fluctuate violently, from year to year, from month to 
month, and on different parts of a railway at the same time. 
Railway costs are uncertain and fluctuating. This would be a 
Source of great annoyance to the traffic manager, and as transport 
facilities form the basis of the modern industrial orgauisation, the 
uncertainty resulting from the frequent changes in rates schedules 
would paralyse the trado and industries of the country. 

Secondly, the rates based on purely the cost of service 
rendered will have no relation to the capacity of the article to 
bear it. It would mean favouring the rich at the cost of the 
mediocre. But as the latter constitute the backbone of the 
society and bulk of the commodities seeking transport, r"ilwaya 
will have to face an opposition threatening their very existence, 
and so also their total tonnage will receive a seriouS 

1. Vide, liThe Economic Journal "! (1897), Vol. If, p, 319·20. 
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set back.' Not only would the rigid applioation of • the cost of 
service' principle hinder all transportation oj low grade traffic; 
it would also prevent any development of long distance traffic, and 
ultimately spell the ruin of the country. Even the equity of the 
principle, as applicable to railways, is more apparent than real. 
Oheap things and of common use ought to be charged less than the 
expel!.sive articles of luxury. 

At this stage another difficulty to the sole application of the 
cost of service principle should be noted. Railway costs cannot be 
calculated in advance until tho volume of traffic is ascertained, and 
the volume is ever fluctuating. The volume of traffic itself among 
other things depends upou the rates quoted. The traffic manager 
can calculate wry little in advance with any claim to precision. 
He makes a tentative and experimental move. It is only after he 
fixes the rates, and puts them into operation that he is able to 
watch its repercussions on traffic. The cost of service can only bo 
ascertained after the service has been rendered and tbat too only 
approximately, whereas the rates schedule has to be published 
suffia.iently in advance, so as to give to the traders and manu
facturers an opportunity to make the necessary readjustments. 
A trader's ability to pay transport charges depends primarily 
upon the cost of his goods and the probable market price he 
would be able to fetch and therefore it is necessary that he 
should know in advance the freight per unit his goods would have 
to pay to be able to reach particular markets. In view of the 
importance of railway freight on the development of trade and 
industries it is necessary that the rate structure should ha ve a 
sound basis which pure application of cost fails to provide. 
Oonjectures and estimates as basis are not only valueless but 
pOSitively dangerous. 

Oarriers playa very important part in the social organisa
tion of a country. By annihilating distance, they equalise 
industrial conditions, and act in a protective or insurance 

1. To r'is. the rates largely on the bulky material, of industry would 
80 restrict the amounts transported BS greatly to limit industry, to 
reduce the volume of manufactures to be carried by the ra.ilroads, and 
to impose aerious restraints upon 80cial progress. Vide, Johnson and 
Van Metre, "Principles of Railroad Transportationll

• p. 341. 
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capacity' to the merchant or manufacturer. This great 
obligation upon the carriers shows the delicacy of the task of 
fixing rates. In fact rates have to be constantly modified 
iu order to keep pace with tho ever changing conditions of the 
country. So. on examining the goods or passenger tariffs of 
railroads in advanced couutries we find that they frequently 
deviate from the cost of service principle. The cost of service 
favours a part of the traffio at the expense of the rest. Even if by 
the cost of service is meant average costs, it would be impracticable 
as well as inequitable to base rates on average cost which fluctuate 
widely. Moreover. the cost of transport service is the resultant of 
manifold conditions under which the transport bnsiness is done; 
and hence variable. The rate charged itself affects the cost of 
transport service. Accordingly to base rates entirely on cost 
woulcl be attempting to find one unknown quantity by using 
another." Thus. it is neither possible nor desirable to fix railway 
charges solely with reference to the cost of service.' Cost of 
service principle is only of secondary importance in practice. 

Before we pass on. let uS summarise the limitations to the 
application of the cost of service principle as the sole hasis of the 
rate strnelme. The regime of perfect competition in the working 
of railroads is au ideal difficnlt to realise4

; cost is indeterminahle 

1. In a certain sense carrier exerciEes the function of an insurance 
company, but with this important difference that while it has the 
strongest interest in protecting its established indusbics against ruinous 
competition from abroad, it may desire to shflre in some degree in their 
development und prosperity by way of reward. 
Ripley, II Railway Rates and Regulation." 

2. Sakolski, p. 5. 

3. The frl.ct that the railroads opera.te under the principle of joint costs, 
as well ali of decreasing costs, rendera difficult the application of cost of 
production theory to the determination of fair railroad rates. 
See Patterson, "Economic Problems of Modern Life," p. 219. 
"It is indubitable that sale reliance upon the cost of ael'vice as a basis 
for rate· making is theoretically unsound, and impo~sible of practical 
application." Ripley. 

4. As Professol' Pigou sa.ys: "It is plain that anything in the nature of 
extract limitation of single competition is almost impossible to attain" 
......... " A con.iderablc gap between the ideal and the actual i, likely 
to remain." 'Wealth and Wellare'. p. 265. 
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and variable: the volume of traffic is ever fluctuating and 
therefore the tariffs based purely on cost would lack in stability: 
t,he preparation of tariffs in advance would not be feasible: and 
above all much of the valuable part of modern commerce would 
be penalised, which iu turn would react upon the stability of 
the railways. It is because of its impracticability, therefore, 
that the cost of service principle has been dethroned by the 
leading economists from the sovereignty which it might other
wise claim. 

With all its limitations, tho cost of sel'vice principle deserves 
full attention in the determination of reasonable rates, and no 
railway manager can aff,)fd to neglect it. It has a marked value 
in rate fixing. While the cost of service is never accurately 
ascertainable, the railway manager knows that ordinal'ily it costs 
more to haul a given tonnage of one commodity, e.g. feathers, 
than of another commodity, e.g., coal: and that ordinOl'ily it costs 
more to move goods a long distance than a short one; and by 
different devices he can approximately estimate the cost of 
carrying different commodities, and of carrying them over 
different distances. In other words, though the absolute costs 
are indeterminable, the comparative cost of carrying a particular 
unit of traffic can be ganged to a considerable extent. 
Having ascertained the approximate cost, he has to see that the 
railway rates should be such as to be profitable both to the 
shippers (or passengers) as well as to the railway company. 

The cost of service fixes the lowe!' limit of the rates, below 
which rates cannot be l'cducetl, for otherwise the railwny would 
cease to be a profitable concern. No carrier, under normal circum. 
stances, can afford to quote rates which do not cover the co,t incident 
to the service. Even exceptional or special rates, which scarcely 
cover the primo cosls of the service, are given with a view to 
creating more remunerative traffic in the long run. It is a service 
auxiliary to further service. Thus the cost of service consider· 
ation, though by itself inadequate as a basis for determining rates, 
is extremely valuable in as much as it sets a limit below which 
the rates should not fall. It checks the uneconomic use of 
transport service. Railway industry is a commercial undertaking 
of the first magnitude and hence the capial invested in it must be 
reproduotive: broadly and in the long run it must be remunerated 
at the normal rate of interest, eithe)' out of railway rates or out of 
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general taxation, perferably the former.' If both direct and 
indirect benefits to the community resulting from a transport 
service do not cover the cost, it should not be undertaken. 

One is apt to overlook the utility of this principle and the 
protection that it affords against too low transport charges. One 
may question as to how low rates prove detrimental to public 
interests. A moment's reflection will clear the misconception. It 
is too well known in business economics that no concern can for 
long continue to run at a loss, lest it should go bankrnpt. One 
starts an undertaking with an optimistic outlook and hopes to find 
the weather ever favourable. As one sncceeds in his venture, he 
delights in enjoying the lion's share of profits, too confident to 
make it his monopoly. But, competition, and not monopoly, is 
the characteristic feature of the busine,s world. Therefore, when 
the compctitors, attracted by the highly remunerative nature of 
the business, enter the field, the vested interests, out of their 
jealousy of the new adventurer, whom they take as an intruder, 
resort to unfair competition and price warS. This is especially 
true of the railway industry, where rates aro made under the 
condition of monopoly, and competition is looked at with great 
suspICIOn. The railway plant being immovable, and utterly 
nseless for any othel' purpose', increases the scope for unfair 
competition. This exclusion of competition and maintemmco of 
monopolistic conditions, by resorting to unfair methods, proves 
harmful to the shipper and carrier alike. Hence nnder conditions 
of monopoly, snch as railways ar09, the cost of service principle 
must be kept in view j while under free competition it is bound 
to obtrude itself automatically'. 

1. "All the rates must among them coyer all the expenses and lca"c, 
if possible, sufficient margin to pay interest on capital at the noruUl.l 
rate. Inter W, the rates must Le EO :~djustcd that each item of traffic 
bears its fair ahare of the total cost of the entire railway service." 
W. M. Acworth, p. 74. 

2. So also a large proportion of the expenses of 8 railwa.y is independent 
of the amount of traffic carried l and have to be met at all costs if the 
road is to remain solvent. 

3. The monopoly is doubtless conditional but even then the powers of the 
railway manager are wide and competition restricted. 

4. Refer Ripley, It Railroa,da ", p. 176. 
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The railway traffic manager, however, is interested more in 
the total receipts and expenditure of his plant, the cost of any 
individual item of traffic being of little moment to him. The 
question which concerns him most is that all the servioes taken 
together must get remuneration enough to cover the total joint 
expenses. This leads the railway manager to base his rates on 
• the value of the service' principle. He fixes his rates in pro· 
portion to the valne of the service rendered or the capacity of 
the article to bear it. Demand regulates price. 

But here too the cost of service principle affords an important 
check upon the val ue of the sevice principle. If the price of an 
indispensable public service like transportation, conducted under 
monopolistic conditions, was to be determined solely by the demand 
for it, it would prove too costly to the public. The cost of the 
service principle affords protection against unduly high rates. In 
limits the scope. which the traffic managers would otherwise be 
permitted, to manipulate rates to suit their self. interest. In 
seeking to increase their revenue, they are apt to raise their rates 
unreasonably high. In certain kinds of traffic the total tonnage 
moved is no indication of the eqnity 01' reasonableness of the rate 
charged. In the case of necessities of life, the incidence of 
increased rail way freight is shifted to the consumers, and becomes 
a regular charge without reducing the consumption. It is only in 
the case of articles having an elastic demand that the volume of 
traffic would rise and faU with the rates charged. 

IMPORTANCE OF VALUE AS AN ELEMENT IN RA.TE·MAKING 

THE VALUE OF SERVICE PRINCIPLE 

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

VALUE SUPPLEMENTS THE COST BASIS 

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

1. Vide, The Economic Journal (1913), Vol. 23 p. 225. 

·2. The value of service principle, sa.ys Professor Pigou, is a. dis .. 
criminating monopoly of the third degree. 

Vide, The Economics of Welfare, P. 256 and PP. 240·47. 
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as applicable to railroads, and its ntility has long been 
recognised.' 

ABILITY TO BEAR THE TRANSPORT OHARGE 

The rate structure should, therefore, be based on the relative 
value of the service rendered by the carrier. This principle 
implies that the rates should be proportioned to what the shipper 
can afford to pay, his ability being measured strictly from the 
economic standpoint. Ability to pay the transport charge depends. 
as mentioned above, upon the price that the article seeking 
transport would fetch in the consuming market.' If the value 
of service received by the shipper were made the basis of 
railway charges, the rates would be fixed with reference to the 
value added to an article hy being transported from one place 
to another. 

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

1. Professor Acworth say" "Historically thi. thing has been recogni.ed 
and approved by English legislation from the time when Adam Smith 
applauded the equity of statutory turnpike tolls at the rate of ]8. for 
a light carriage series of Canal Acts and Railway Act. down to the 
elaborately careful revision of the railway company's charging 
powers ...... ". Vide, "The Economic Journal" (1897). Vol. 7, p. 317-8. 

2. The ability to pa.y the transport charge, in the case of goods, depends 
largely upon their value, in the case of passengers it depends largely 

. upon their income. The lower the value of goods, the larger will be 
the .hare of tran.port charge in the total cost, and the earlier will the 
freight charge restrict their sales i the smaller the paBBenger's income, 
the leas the sum he can afford to pay for conveyance. Given the several 
marked characteri.tic. of the railroad. adverted to above, it would be 
profitab1e to carry traffic at lower rates up to a point. 
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interests best. Sometimes managing authorities adopt policies not 
compatible with long time welfare of the railway company, and it 
is here that the State has to step in, and to stop them from taking 
an action detrimental to their own intel'ests and those of the 
public. 

But the principle of charging what the traffic will bear allows 
a very wide discretionary latitude, which can be used to promote 
social welfare as well as to retard it. Its social utility consists in 
the fair distribution of the economic burden which it helps to 
bring about. The value of service rendereu by the railways to 
different business concernS and individuals varies ad infinitum. 
There are different kinds of traffic and the value of service differs 
according to the share of time, bulk, weight, distance, speed, 
safety, etc. There is a kind of traffic which will barely 
cover out-of·pocket expenses of carrying it; and the second kind 
will cover both the out-of-pocket expenses and leave a share to 
meet the general charges; the third will cover its full costs and 
stil1 leave a large and disproportionate surplus more than sufficient 
to fill up the deficit in unapportioned costs left by the low-class 
traffic which could not bear its proportionate share of capital costs. 
It is in the interest of both the public and the railroads that all 
these classes of traffic must be carried, and at the rates which each 
class can bear if the utmost val ue is to be elicited from the rail way 
system. Here the rich contribute of their share to help the poor. 
Public interest is best served under this arrangement and at the 
same time the railway plant is also fully utilised. The com
munity, therefore, gets more service Qn the d.ifferential rate 
schedule than from the uniform rates. In short, the value of 
service principle promotes flexillility of rates, high utilisatioll of 
railway plant and economy in its operation. 

The value of the service principle as a guide to railway 
policy is potential of immense beneflt to the community, where 
it is justly and cautiously applied and ,,,here the rates are con. 
tinually adjnsted to changing economic conditions. It is best 
adapted for a dynamic society. It renders wonderful help to the 
key indnstries which would have little chance to survive if the 
rate structure were based on purely cost of service pl'inciple. 
Important industries like salt, iron and coal are flourishing to-day 
because of the differential rates quoted to them_ The articles 
which these industries cater for are generally light and bulky; 

R-4 
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and even where they are heavy and compact, their value, which is 
in fact the measure of ability to bear the freight cbarge, is EO low 
that the important considerations of bulk and weight, cannot be 
strictly adhered to. These industries being national industries, 
the total benefit derived by the community is many times more 
than the concession allowed to them in the railway freight. 
Moreover, even from a strictly railway man's point of view they 
are not uneconomic customers. It is an accepted principle of 
railway economics tbat even where the charge which tbe traffic 
should properly bear is so low as not to provide a proportionte 
contribution over and above the actual prime cost of handling the 
traffic, it is primajacie advantageous for the railway to get sucb 
traffic. 1 Though these industries, as direct shippers, are less 
advantageous to the railways, the indirect addition tbat they make 
to the railroad earnings is considerable. The products turned out 
by the key industries form the basic instruments of most industries. 
The Iron and Steel industry itself adds, both directly and indirect
ly, immense tonnage to the total carric,l by the railways. 

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

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

1. A far-sighted railwa.y manager should venture the present in view of 
the potentialities of the future. 

ll. For detailed diseuSBion Bee the Ch. on' The Indian Cement Industry,' 
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the other basis of division is the elastiey of demand which a given 
article possesses, and here the effect of rates on the movement of 
traffic is slightly different from the case noted above. In the case 
of articles, which are necessaries of life, having inelastic demand. 
like sugar, coal, food grains, etc., a limited increase in rates will 
not readily restrict the consumption of the commodity" so that 
whereas the traffic would remain unaltered. the receipts would 
record an appreciable increase. Thus, in the case of necessaries of 
life, an increased freight rate is apt to become a charge upon the 
community, without reducing their consumption. The traffio 
would remain the Same. So, the volume of traffic moving offers 
only a partial justification of the rate schedule. After stUdying 
the nature of the article and the demand for it, a reduction in the 
rate should be tried, and its effeets on traffic observed. In fact 
the coustruction of tariffs must be tentative and experimental. If 
with the lowering of freight rates the total tonnage hauled 
increases, even without any substantial increase in the total nel 
earnings, the modified schedule has a valid claim for maintenance 
though it is not a lucrative bnsiness to the railway companies, too 
eager to earn large profits with the least traffic. This justification 
is strictly economic. 

II may be added tbat to the railroad, being a public carrier, 
the increase of traffic in the case of essential artieles after 
lower rates have been quoted, should be an adequate justifi· 
cation for the action, even if the total net receipts slightly 
fall short of the previous figure. No doubt the rail way manager 
should be guided by the cost of service in lowering his rates, but 
in the fel'voU!' for close adherance to costs social welfare should 
not be sacrificed. An enlightened railway manager concernS 
himself more with the total receipts and expenditure of his plant 
than with individual items. He makes the freight charge on 
high-priced goods more than they would be if made according to 
the cost Or value of the service, and lowers the rates on bulky 
articles. 

This principle has special importance for India, where the 
railway rates have been regulated on pecnliar eonsi<ierations, not 
even strictly economic, much less social. 'rhe duty of the ~tate 
has been limited to fixing the maxima and the minima, leaving to 

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

LIMITATIONS OF THE VALUE OF SERVICIl PRINCIPLE 

Enough has been said about the importance of the value of 
!lervice principle, and its defects as well have been inCidentally 
pointed out. Before we proceed further, let us state the limitations 
of the value of service principle. Being based on discrimination, 
this principle permits very wide discretionary latitude to the 
railway managers, which if unregulated, is apt to be misused. It 
fails to protect the consumer against exorbitant rates on several 
commodities. A traffic manager can successfully impose a tax 
upon the community by raising rates on the necessaries of life 
having inelastic demand. The fact that in most cases the cost of 
transport is relatively insignificant as compared with the value of 
the goods lends further support to the same view. 

In the hands, therefore, of an autocratic traffic manager, blind 
to all social considerations, this principle will result in great 
injustice and paralyse .the trade and industries. The spirit of the 
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principle would be violated though its letter would remain 
unchanged. This is so because of the vagueness and ambiguity 
of the conception of 'what the traffic can bear '. Being 
elastic and flexible it can be easily manipulated to suit the purpose 
of the railway company; and the most suitable interpretation put 
upon it. Thus, what the traffic will bear may mean anything. 
If social welfare is disregarded it may be raised very high. It is 
capable of being raised still higher if the demand for the com
modity is inelastic. Even a rate apportioned to the full extent 
of the ability of the article to bear it is bound to be extortionate. 
What a railway company compels the shipper to pay, by taking an 
unfair advantage of his weak position, cannot in fairness be 
attributed to the ability of the shipper to pay it. For instance, 
the shipper whose factory is located in a certain place is no longer 
free to accept or reject a given rate; he is committed to the task. 
He can afford neither to move nor to abandon his factory. He 
has to run his factory; and in order to he able to continue in the 
field he has to sell his products at competitive prices. If, however, 
he is called npon to pay relatively higher rates, whereas his other 
competitors t whether in the country itself or outside, remain un
affected by the same, the enhanced rate would become a tax upon 
the industrialist without any gain to the consumer. '['he absolute 
level of rates can likewise be manipulated to suit the purpose of 
the railway company. This sllsceptibility to manipulation is in
herent because the ability in individual cases cannot be accurately 
measured. Even when told that a given rate has adversely 
affected the volume of traffic, the railway manager can turn round 
and say that the rate is fair and that the fan in traffic is due to 
extraneous factors, beyond the control of the railway authorities. 
One familiar with the commercial aspect of railroad operation 
will readily concede that it is very difficult for a non-railway man 
to question the authenticity of the statement of the traffic 
tnanager, who is the sale custodian of the traffic statistics. As a 
quasi.monopolist, a railway manager always aims to maximise his 
monopoly gains, and it is only an accident that the interests of the 
monopolist and the pnblic get interlaced. The railway, being a 
quasi-monopolist, by organisation, and much more so when it has 
a more complete monopoly of carriage by reason of the absence of 
other competitive routes, can charge a rate high enough to deprive 
the shipper in toto of the added value created by the transport. 
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Railroads try to absorb all the place value created. Here charging 
what the traffic will bear is interpreted as charging all that the 
traffic will bear. No doubt, this tendency is checked by com· 
petition, but it does not offer complete protection to shippers and 
consumers, against the danger of unjustly high rates. This misuse 
of the discretionary power of rate· making is undesirable. When 
BO exposed and at the mercy of the strong monopolist, the State 
comes to the help of the shipper. Here we trace the genesis of 
State regulation of railways in all advanced countries. The railway 
companies have to be controlled so as not to abuse their powers. 
Thus, the use most detrimental to the public welfare can be made 
of tho discretionary power conferred upon the traffic managers. 
unless checked by State regulation. 

THE PROBLEM OF REASONABLENESS OF THE RATES CHARGED 

Thus, the determination of what constitutes unreasonable 
discrimination is very difficult. Between the minimum fixed by 
the" additional" 01' " out-af-pocket expenses", and the maximum 
by the value of service to the shipper, to locate the just charge 
lying between these two extremes, one must gi vo due consider
ation to tho cost of service to the carrier and the competitive 
conditions uuder which the service is performed, the value of the 
service to the shipper, the value of the article, and its importance 
to the industrial progress of the society. The interests of the 
carrier, the individual shipper, and the general public must be 
properly considered in an attempt to determine the reasonable. 
ness of rail way rates. 

State regulation of railway policy and the reasonableness of 
rates charged by the railroads are closely knit; in fact, the latter 
is the result of the former. Therefore, it is convenient to study 
together these two different aspects of the same problem. Rail. 
road industry, being a public utility indispensable for modern 
society, has been regulated by the State in every country, though 
the legal obligations imposed have varied according to local 
conditions and social needs. Different are the devices resorted 
to by the State to curb the monopolistic tendencies of the 
railroads, commonest of all being the control of their tariffs. 
Rates and fares charged by the railways are strictly regulated. 
Regulation is the very essence of the efficiency of the transport 
services and their utility to the community. As transport 
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industry is the barometer of national activity, so is the State 
regulation of transport efficiency . 

.. To arrange railway charges on a just basis," says Professor 
Taussig, " as is the aim of a government in managing a railway, is 
a task of peculiar difficulty and complexity. ,,' Transport 
industry, like every other industry, must pay its way. The 
theory of free provision of transport services at the expense of the 
State stands exploded as being uneconomic and wasteful." Free 
transport would increase uneconomic traffic. Therefore it is 
essential that railroads should levy a reasonable charge for the 
transport services they render. The huge capital sunk in the 
railway establishment must earn a fair return. 

The necessity for a fair return on the capital expended 
becomes all the greater when the industry is manned by private 
capital and enterprise. When a private corporation undertakes 
the finance, construction and operation of a transport service, it 
does so with the understanding that its capital and enterprise is 
seeking a profitable investment, for otherwise it would resort to 
some other field. In a society based on the institution of private 
property, railway companies under private ownership and 
management cannot be called upon to work the lines at a lo,s or 
unremunerative return, for otherwise it would mean the expro
priation of the private property. '['his limits State regulation. 
State regulation then means that the railway companies should get 
a reasonable return on their capital. Railway rates and fares 
should be so regulated as to a\low a fair and just return on the 
value of railroad property. .. Under the pretence of regulating 
fares and freights, the State cannot reqnire the Railroad Corpora
tion to carry persons or property without reward; neither can it 
do that which in common law amounts to a taking of property 
for public use, without just compensation or without due process 
of law"'. State has to protect the rights of the publio as well as 
the property of the Corporation maintaining the public high way. 

The question of reasonable charge is hedged with difficulties. 

.1. Vide," Principles of Economics H, Vol. II, p. 399. 
2. Without any prejudice to the problem of granting transport .ubsidy 

to na.tional industries. 

3. The discussion of Chief Juatic. Waite of U.S.A. quoted by Shrinivaa.n, 
p.227. 
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Railroad being an industl'y of enormous fixed investments, 
performing a medley of services, frequently at common and joint 
costs, the task of allocaling costs to individual services, as adverted 
to above, becomes very difficult i and much more so in the deter
mination of a reasonable charge, It seems that the statutory 
definition of the constituents of a jnst and reasonable charge 
will be impossible in the near future. This is so because with the 
development of science the social organisation is getting more 
complex, and the transport service, which caters for these complex 
wants, has become more complex, However, with the help of 
scientific methods of cost accounting and more accurate railway 
statistics it has been possible to make an approximate alloeation of 
costs, and therefore the task of public authorities has become 
easier, though it will always be an embarrassing question. 

In a dynamic society, similar to the one we are living in, 
there can be no one rate that can be said to be fair in all cases and 
at all times; it varies in different cases and at different times. 
Before a reasonable charge for the transport of any article at a 
gi ven time can be determined, the anthorities entrnsted with this 
complex and delicate task have to make a detailed stndy 
of the varions factors that affect the cost of service to the 
carrier and the value of service to the trader, and 
thereafter institnte a comparison with rates which have been 
found reasonable in practice on similar commodities carried on the 
same railway as also on other railways, nnder circumstances nearly 
akin and not dissimilar. The rate thns arrived at will be a near 
approximation to the rate jnst and reasonable, Bnt the comparison 
with analogons rates, either held or presented to be reasonable, 
must be undertaken with utmost sagacity and cantion, becanse the 
rate cases of leading indnstrial countries, like England and 
America, demonstrate the necessity of a thorongh stndy of the 
different aspects of the rates to be compared, and the vicions 
resnlts that a superficial comparison of rates leads to. In all snch 
cases the value of comparisou depends npon the degree of simi. 
larity of circnmstances and conditions attending the transportation 
for which the rates compared are charged. Rate comparison is a 
valuable instrnment when properly ntilised, bnt a hazardons one 
in the hands of a novice. 

Some of the important factors to be examined in the deter
mination of a reasonable railroad charge may conveniently be 
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summed up: the cost of service to the carrier; the value of the 
service to the shipper: the transportation characteristics of the 
commodity: the total receipts under the rates in question; the 
topographical conditions in the territory served j the length of 
hanl and the number of participating carriers i the volume of the 
traffic; the direction of movement of empty wagons; and the 
financial conditions of the catTiers. 

N ext, we pass on to review the criteria and standards of 
reasonableness as operating on the railway systems of Some more 
important industrial countries with a view to find out as to how 
the problem has been tackled in this direction. 

CRITERIA OF REASONABLENESS AS APPLIED ON THE 

AMERICAN RAILROADS 

In America we find that courls and Inter-Stale Commerce 
Commission have given important decisions, on the cases of 
nnreasonable rates brought before them, from which evolved the 
standards of reasonableness_ The principle lhus established 
regulates the rates aud fares charged on the American railways. 
In America, judicial as well as economic authorities are unanimous 
in their opinion that the interests of the public as well as carrier 
need adequate protection; but in cases where it is found that 
full justice cannot be done to both the parties, the rights of the 
public have a preferential claim. Railroad Corporation is given 
rights and privileges and the power to construct and maintain a 
public highway for the benefit of the public in return for a just 
compensation for the services rendered_ 

What are the constituents of a just compensation an(l how 
should it be determined 1 The answer to this question can be 
found in the decisions of the American Supreme Court. Operat
ing costs, depreciation and remuneration for the capital expended 
are the three constituents. A railroad is entitled to earn a 
sufficient sum annually not only to keep the value of the property 
invested unimpaired but also some return for the capital sunk by 
way of profit. But this problem is closely connected with tho 
efficiency of management_ If every public cOl'poration, as a 
matter of right, was entitled to levy transport charges for its 
services as would be sufficient to defray normal profit without 
any condition as to the efllciency of its management it would. ~OOll 

R-5 
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grow inefficient. Efficiency is the ear-mark of progress. This 
difficulty has led to complications in the railroad legislation. 
Stimulus to efficiency is indispensable; profits are a sufficient 
stimulus to efficiency. They nerve the shrewd and the alert and 
weed out the inefficient. So the State in America, in order to 
keep the railroad authorities alert and efficient allows fair 
profits only to those corporations which are under efficient and 
honest management. In other words. the State so regulates the 
rates and fares charged on the railways as would yield a return on 
the capital expenditure just enough to attract necessary investment 
under honest, efficient and economical management. ~rhis brings 
to relief one most important characteristic of American railroad 
regulation. In America failure to produce fair profits on the 
capital invested in a railroad corporation is not a conclusive proof 
of the unreasonableness of tho tariff in force. .. There may be 
circumstances which would justify such a tariff; there may have 
been extravagance and a needless expenditure of money; there 
may be a waste in the management of the road; enormous salaries, 
unjust discrimination as between individual shippers resulting in 
general IOS8.,,1 

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

CRITERIA OF REASONABLENESS AS APPLIED ON BRITISH 

RAILROADS 

tn Great Britain, railways are regulated by the Railways Act 
of 1!J21. The object of the Act is, on the one hand, to protect the 
public against excessive charges and unfair treatment and give it a 
share in the benefits arising from amalgamation, and, on the other 
hand, it purports to secure to the shareholders a reasonable 

1. Decision of the Supreme Court, quoted by Shrinivaaan. p.231. 
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return on the capital. In fact the Act has liberated the railway 
oompanies of the State control, yet the change has been little short 
of full nationalisation of railways. This is explained by the fact 
that section 20 of the Act establishes a Court styled the .. Railway 
Rates Tribunal ", vested with wide permanent jurisdiction in 
regard to railway charges. 

The English Act fixes" the standard revenue ", a revenue 
which a company with efficient and economical working and 
management would yield, based upon the revenue of 191:3.1 The 
Railway Rates Tribunal, an essentially judicial body, is made 
responsible to so fix the standard rates as would yield the standard 
revenue. In event, however, of the net revenue increasing suh~ 
atantially above the standard, eighty per cent. of the surplus was 
to revert to the userS of the l'ailways in form of reduced rates and 
fares, and the remaining twenty per cent. was to go to shareholders 
as an incentive to spur the railway companies to economy and 
efficiency of management.2 

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

CONCLUSIO~ 

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

I. Section 58 of the Railway Act 1921. 

2. Section 58 of the Railway Act 1921. 
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experience gathered by England and Amerioa in this direction. 
This experience, doubtless, offers a valuable aid to rates authorities 
aud tribunals, but their task is no less delicate and embarrassing 
to-day than what it was a decade ago. Rate-making in a dynamic 
society, presents new problems of ever increasing complexity. 
Categorical generalisations are impracticable. To repeat, there 
cannot be anyone rate said to be fair in all cases and at all times; 
it varies in different rises and at different times. Each case has 
to be studied separately. and both the cost and the value principles 
have to be continually borne in mind. 



CHAPTER II 

COTTON 

RAW CO'l''l'ON EXPORTS 

The important role of railway rates in the development of 
cotton industry hardly needs an emphasis, With the development 
of cotton mill industry in Illllia on the one hand and the rapidly 
rising imports of cotton fabrics Oil the other, the nccessity of snitable 
rates to foster the growth of the indigenouH industry has acquired 
an added force. The scope of the study then faIls into two broad 
divisions, raw cotton and manufactures. 

CLASSIFICATION OF COTTON IN RAILWAY TARIFFS 

Raw cotton for transport by rail, has been sub. divided into cotton 
fuIl·pressed, half.presscd and loose. Taking up cotton fuIl·pressed, 
we find that in the General Classification of Goods, it is classified as 
4th. class R.R. This, however, is subject to exceptions on different 
railways to suit lheir peculiarities of working. The B.B. & C.r. 
Railway has adopted the general classification subject to the 
restriction that when colton, full· prcssed, is booked from certain 
stations to Bombay (B. P. T. Rly.) it is charged 2 pies per maund 
less than the ordinal'Y rates. But, on the T.V. Railway, cotton, full· 
pressed, is classified as 6th. class O.H. On the R1. Hailway general 
classification has been adopted subject to the conditions that when 
cotton, full· pressed, is booke<j at O. n. from E. 1. Railway stations 
and via to Howrah, it is chal'ged 6 pies less than the 4th. class rate. 
In the G. 1. P. Railway Tariffs we find that cotton is charged 
O. schedule rate'. O. Schedule l'ate is 1 pie per maund per mile, 
for any distance, exclusive of terminal and short distance charges. 
The N. W. Railway has adopted the 4th. class rate for full· pressed 
cotton, but when booked to Karachi at O. R. G pies per maund less 
than the R. R. rates are charged. 

1. The Tariff runs: "Oyer the G. I. P. Section this rate supcrcedes the 
general classification, class 4 rate... When cotton, full· pressed, is 
booked at O. R. charges will be mao, over the G. I. P. section 6 pies 
lower per maund th::m a.t the C, scheiule rate, except where lower 
station-to·station rate is quoted." 
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Cotton (raw), half-pressed is placed in 6th. class R. R. in the 
General Classification. On the B. B. & C. 1. Railway it is classed 
8th. class O. R. The G. 1. P. Railway charges it 9th. class R. R. 
The E.1. and N.W. Railways have accepted the general classification 
without exception. Cotton (raw), loose, is put in the 8th. class R.R. 
in the General Classification, but B. B. & C. 1. and G. 1. P. Railways 
charge 9th. class H. R. In the discussion that follows we propose 
to concentrate our a\tertion on full· pressed cotton and the railway 
freight charged thereon. 

The classification of full-pressed cotton, analysed in the pre
ceding paragraph, was adopted in the year 1922 and has been 
continued unchanged since then. We have noted in the preceding 
paragraph that the classification of the G. I. 1'. Railway is higher 
than that of the other railways. 'l'his comes as an apparent snrprise 
to the stuuent of railway economics. The G. 1. P. Railway was the 
first line constructed to open ont the cotton tracts of the country by 
linking them with the port of Bombay, anu to-clay it is one of the 
premier railway lines of the country, owned and IDauaged by th~ 
State. Railroatl industry is subject to the laws of increasing 
returns and the lines which are larger in length and traverse over 
fertile tracts must be able to work more efliciently and economi. 
cally; they mnst be ahle to provide hetter and more prompt service 
to the shippers. In this respect the G. I.P. Railway has obviol1s 
advantages. But it is unfortunate that this line which hauls the 
greatest tonnage of cotton shonlcl charge higher rates than its 
confrere. Doubtless, for carrying cotton from C.P., Bcrar and 
Khandesh to Bombay, the G.I.1'. Hailw.y has to traverse Ghats, 
which raises the cost of haulage slightly, hut it should be the aim of 
railway authorities to com hat the physical difficulties, overcome 
the disadvantages oy scientific improvements and efficient operation 
of the lines. The action of the Hailway Board in authorising a 
higher scale of rates on this line cannot be jnstified. A railroad to 
be efficient must be able to quote lower rates and carry maximum 
amount of traffic. Efficiency and lower rates help inter Be. 
Efficient working means the utilisation of the maximum carrying 
capacity of the plant and lower operating rates. Maximum 
utilisation of the plant and lower operating raho help the railways 
in developing traffic and tapping new sources which further help to 
lower the operating mtio. The G.1.r. Railway which had the 
good fortune of tapping the most fertile tmcts should not have 
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slept over in lethargy, thinking that traffic will come; pel' contra, 
it should have tried to develop its cotton tracts. This step-motherly 
attitude is being more resented now that the G.LP. is owned and 
managed by the State. It is now supposed to be worked by the 
State for the benefil of thc country and not for profits. We shall 
therefore, proceed to examine the rates charged on cotton on this 
line and their effects on the (levelopment of the indnstry. It shall 
be our pnrpose to examine tho cunent rates and thereafter institute 
a comparison with the post-war rates, and indicate their incidence 
on the traffic. Then we shall examine the assumption on which 
the higher maxima have been authorised and point out the 
justification for their continuance in the future or otherwise. 

IMPORTANCE OF DIFFERENT RAILWAYS AS CARRIERS 

OF RAW COTTON 

Before pl'occcding with our discussion it would be interesting 
to study the relative im]lortance of different railways as carriers of 
raw cotton because thif:) would help uS in onr examination of 
freights charged by individual lines and their effects on the 
development of industry and trade. The statement in appendix I 
shows the tonnage of raw cotton carried on more important 
railways and the earnings derived therefrom as well as the total 
traffic shipped on all the railways and the earnings thereof. This 
talJle is of interest to us for Illore than one reason. In the first 
place it precisely sums up the importance of raw cotton traffic in 
the working of our railways. The last column indicatE's that in 
the year 1929-30, Indian railways as a whole carried about 17 lakhs 
of tons of raw cotton which brought a return of nearly 450 lakhs 
of rupees. Earnings have recorded an unprecedented increase, 
though not the tonnage. We find that in the year 1925-26 the 
total tonnage was 17·1 lakhs of tons, but the earnings were only 
416·3. 'fhe increase in earnings in 1929-30 is more remarkable 
when we take into account the recent acute industrial depression, 
slump in prices and political discontent in the conntry. Secondly, 
it will be seen that as carriers of raw cotton the G. I. P., the B. B. 
& C. 1., and the N. W. Railways are more important because they 
haul nearly three-fourths of the entire tonnage. In 1929-30, these 
three railways carried nearly 11·4 lakhs of tons out of a total of 17 
lakhs. Thirdly, the statement clearly demonstrates the leading 
position of the G. I. P. Railway as a carrier of raw cotton in this 
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country. We shall confine our discussion on the rates charged by 
these three railways, only. 

RATES ON THE G. I. P. RAILWAY. 

To resume our d.iscussion of the freights on the G. I. P. Rail
way, we find that a number of special station~to-station rates are 
quoted for traflic to Bombay. These rates are generally lower than 
the class rates and facilitate the export of raw cotton. The prices 
,vhich the Indian cotton gro\yer fetclH's for his crop, al'e determined 
by world competition particularly because a fairly good po!'lion 
of his crop is meant for export. N eeuless to say then, that the 
lower rates quoted by the railways help the agriculturist; the cost 
of transport forIDs part of the cost of production and has to be 
shouldered by the producer. 'fhe following are a few station·to
station rates quoted by the G. 1. P. Railway for cotton booked to 
Bombay from the stations mentioned therein :-

Ratesfor Cotton (mw),full-pres8ed,j,'om the undennentiol1ed 
Stations to Bombrty fur the year 1982. 

DirJ o 

Station. Rates'" per Dis- Station. Rate8* per 
tance. maltnd. tance. maund. 

Rs. n. p. Rs. a. p. 
234 Kurdwadi I 4 0 341 Khamgaon I 12 II 
400 Yadglri I 4 9 386 Murtijapur 2 0 8 
443 Rflichuf I 0 5(RR,) 441 Dbamllngaon 2 0 8 
218 Ahmedll&gar I 2 8 453 rUlgaon 1 ]5 11 
178 Nandgaon o 15 4 493 Hinganghllt 2 0 I 
204 Chalisgaon I I 6 353 KbandwlL I 7 0 
239 Dhulia I 2 6(R.R.) 417 Harda I 12 II 
232 Paehora. I 310 GIG JuLbulpore I 13 6 
261 Jalgaon I 6 3 521 Bhopal I 14 10 
296 Am&lner I 4 9(R,R.l 635 Ujjain I 9 7 
276 Bhusa.val I 7 6 839 Cawnpore 2 3 8 
363 AkoJ. I 14 9 763 Gwalior 2 8 3 
419 Amraoti 2 I 7 838 Agra City 2 8 3 
472 Wardha. I 14 4 868 Muttra 2 7 5 
520 Nagpur III 5 

-These utes are at O. R. except where mentioned otherwise. 

To take up the local rates from Chalisgaon, Dhnlia, Pachora 
and Jalgaon, The rate from Chalisgaon is Rs. 1-1-6 for a distance 
of 204 miles. It works out at 1 pie per maund per mile, plus 
6 pies. Similar are the rates from Pachora and Jalgaon. But 
the rate from Dhulia for a distance of 239 miles is lower. This 
is a case of undue preference, and more so when one recalls 
the condition of risk. Again the ratcB from Nagpur to Bombay 
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for a distance of 520 miles is Rs. 1-11-5, but from Akola fOl' 
363 miles the rate is Rs. 1-14-9. Again from Kamgaon for 341 
miles the rate is higher than that from Akola. Similarly the 
rates from Amraoti, ~r nrtijapur. Dhamangaon, Pulgaon and Bingau
ghat, are higher than the rates from Nagpur and Wardha. The rate 
from N agpur works out at • 633 pie per maund per mile, inclusive of 
terminal and other charges and the rate from Wardha at . 77 pie 
per maund per mile inclusive of all other charges. rrhcrefore, 
the rates from Murtijapur, Dhamangaon, Pulgaon and Hinganghat 
deserve a littlo more scrutiny. From IIinganghat for 493 miles 
the rate is Rs. 2-0-1, but for a smaller distance of 386 miles from 
Murtijapur, the rate is Rs. 2-0-8. '1'he rate from Murtijapur works 
out at 1 pie per maund per mile plus G pies. It will thus bo 
seen that the rates on the G. 1. P. Railway are always higher than 
1 pie pel' maund per mile except where competition has forced 
down the rates. Here the competition is with B. N. Railway which 
carries cotton to Howrah. 

Mr. Ghose while studying freight on cotton was confronted 
with the same anomalies on the G. 1. P. Railway in 1917'. Thcy 
have continued unabated, so that to.day after more than 17 years 
we find the same problem before us. 1'he problem has become 
more serious now because the rates have been increased and the 
prices per contra have slipped to the lowest level recorded in the 
last three decades. This has increased the burden on the cultivators, 
hy increasing the incidence of transport costs. The area under 
cultivation would have receiveu a serious setback but for the 
slump in the prices of other commodities. The current prices 
scarcely give an adequate return to the cultivators, but their 
circumstances in life aro such that despite the unremunerative 
character of the crop, they are forced to grow it because the prices 
of other crops have also fallen. Even to-day, notwithstanding 
the fall in the prices cotton continues to be a most important 
commercial crop to which the poor cnltivator can look with hope. 

Having studied the prevailing rates on the G. 1. P. Railway 
we shall now institute a comparison between these rates and those 
quoted by Mr. S. C. Ghose, and: elucidate thereby the difficulties 
under which the cultivators of cotton are working. It is, however, 
necessary to mention at this stage the ambiguity of the rates 

,1. See Mr. Ghose, S. C.-"Monograph on Indian Railway Rates,"pp.215·1B .. 
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quoted by Mr. Ghoso. He has given rates on cotton (raw) carried 
on different railways and the traffic carried on those lines from 
different stations. The tonnage given by him, as he mentions, 
is of the year 1911, but the rates quoted are, we think, 
of the year 1917, when he actually wrote the book, or that there 
have been no changes from 1911 to 1917. We think so because 
the rates on the B. B. & C. 1. Railway, as referred to by him, 
are of the year 1917. This being the only book dealing with 
railway rates available to us and the reluctauce of the railway 
authorities to help us iu the matter we shall accept these rates 
for comparative study whenever necessary. Some of the important 
cotton despatching stations on the G. 1. P. Railway and the rates 
therefrom are given below :-

.Rates to Bombay 
Distance. Station. Rates in 1917. Rates in 19St .. Percentage 

O.R. O. R. increast. 
239 Dhuli. 011 6 1 2 6 61'0 per cent. 
232 Panchora o 15 1 3 10 31'0 " 261 Jalgaon o 14 7 1 6 3 53'0 

" 280 Erandol Road o 13 6 I 4 9 47'5 " 840 Shege.on I 411 1 12 10 33'8 
" 363 Akola I 6 2 I 14 9 38'7 " 419 Amraoti I 4 7 2 I 7 63'2 
" 472 Wardba. 1 2 5 I 14 4 64'7 
" 453 PUIga.on I 3 0 I 15 II 68'0 " 341 Khamgaon 1 411 1 12 II 38'2 
" 808 Malkapur 1 3 2 I 10 2 36'6 
" 353 Kh&ndwa. I 2 8 I 7 0 22'2 
" 520 Nagpur o 14 I I II 5 83'2 .. 

493 Hinganghat 1 0 2 2 0 1 98-4 " 
The above table shows the rates charged in 1917 and those 

charged to·day, with the percentage increase in each case. On a 
review of rates in 1917 we find that the rates from the cotton 
despatching stations in Berar were-as they still are-relatively 
higher than Ihose from the despatching stations in C.l? The 
rate from Akola for 363 miles was Rs. 1-6-2 whereas from Nagpul' 
for 520 miles the rate was Rs. 0-14·1 only. Similarly the ratea 
from Hinganghat, Amraoti, Pulgaon, Khamgaon, were higher than 
that from Nagpur, though the distanoe was lower and the conditions 
of carriage were the same. The railway plea was thai the lower 
rates for higher distances were necessitated by the cOlnpetition 
Ilf the B. N. Railway, whioh joined the G. I. P. Railway at Nagpur, 
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and carried tmffio to Howrah. This was a clear case of undue 
preference which needed a scientific and impartial enquiry by the 
Railway Commission as provided in the Railway Act of 1890; but 
the enquiry was never undertaken. Under the ostensible plea of 
competition, Indian railways, impervious to public opinion, have 
perpetrated many sins of commission and omission, and the present 
case is only one of them. 

MR. GHOSE'S CRITICISM OF THE POLICY 

Mr. Ghose, the Special Officer with the Railway Board, 
opined that the practice was undesirable and that it needed a 
corrective. He advocated three .altcrnath:e remedial mea sures :
(0 either the B. N. Railway should cancel its special mte from 
Nagpur, or (ii) the G. I. P. Railway should raise its rates from 
Nagpur to the same level as those from the intermediate stations 
and lose thercby a part of its traffic, or (iii) it should at least reduce 
the rates from al\ intermediate stations on the line to the levcl of 
the Nagpur rate. He, however, gave up his last, and the most 
important proposal on the ground that" it is doubtful whether this 
will effect any rcduction in the prices of a commodity like cotton 
which fetches at the despatching stations in Berar Hs. 20 to Rs. 27 
per maund, (if there is any reduction in the price at al\ the loss in 
the railway freight will be more than 40 per cent)".' He, therefore, 
advocated the increase of rates on both the G. r. P., and B. N. Railway, 
as an escape from the impasse. 

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

1. Gho •• , S. Q.-"Monograph on Indian Railway Rat •• ", P. 217. 
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and it wonld be unfair to deny that they do protect themselves 
against fluctuations. Besides, the price of Indian cotton being 
determined by the American quot-ation, the shrewd and alert 
business men hedge themselves and the transport costs are> shifted 
on to the cultivator who never understands the subtle mechanism, 
though he feels the pinch. We submit, therefore, that the plea 
that "a reduction of Rs. 0-8-1 per maund will have hardly any 
effect," is questionab:e, and whatever little truth it might have had 
then, to.day it is untenable. 

In tbe light of the foregoing discussiou if we study a little 
further the preceding table we find that there has been an appreciable 
increase in the rates. The percentage increase as shmvn in the last 
column is very instructive. The railway authorities, in pursuance 
of the suggestions of Mr. Ghose, have raised the rates from those 
stations which enjoyei! a relatively lower rate so as to place the 
different despatching stations on the same level, apa!"t from the 
general increase in the rates. Therefore, we fini! that the increase 
in rates from Hinganghat, Nag-pur, Wardha and Amraoti has 
been 98·4, 83· 2, and 64> 7 per cent. respectively. Similarly, the 
rates from Dhulia, Jalgaon, Amraoti and Pulgaon have been raised 
by more than 60 per ceut. Apart from these high iucreases we find 
that the general increase in rates has been more than 30 per cent, 
except in the rate from Khandwa which has been raised by 23· 2 per 
cent. only. Thus, the rates have been increased varying from 
about 30 per cent. to 9S per cent.; they are excessive and anomalous. 

It is a relief to note that the G. 1. P. Railway authorities have 
takenamore reasonable attitude, have modified their policyportrayei! 
above, and in response to the public opinion reduced in 1934 the 
rates from acme of the more important cotton growing centres 
to Bombay, as will be seen from the following table :-

Distance. Station. Rate8 per Distance. Station. Rate,9 per 
ma1tnd. maund. 

R, .•. p. Its. •• p. 
239 Dhulia. o 14 2 341 KhBmgaon I 8 6 
261 Ja.lgaoD I 2 I 386 Murtijapur I 12 3 
296 Ama.1ner o 15 5 353 KhandwG> 1 3 2 

(R.R.) (R.R.) 
276 BbuBava.l I 3 5 417 Harda. 1 8 3 
393 Akola 1 10 4 521 Bhopal I 9 10 
419 Amraoti I 15 0 B39 CIHfnpore I 10 II 



COTTON 45 

:E'rom the foregoing table it will be seen that the railway 
authorities have indeed offered very substantial reductions and 
removed some of the anomalies referred to in the preceding pages. 
For instance, rates from Akola and Amraoti which were higher than 
that from Nagpur, for a shorter distance, have been reduced. The 
rate from Amraoti has been reduced from R •. 2-1-7 to Rs. 1-15-0. 
But the anomalous position in some cases still subsists. The rate 
from Amraoti and Wardha is still higher than the rate from Nagpur. 
Again the reduction of rates from J algaon leaving the rates from 
Pachora unchanged has created the anomaly of higher charge for 
shorter distance. These arc some of the anomalies which can be 
easily removed. 

RATES ON THE B. B. & C. 1. RAILWAY 

The B. B. & C. 1. Railway, it will be recalled, also hauls 
considerable tonnage in raw cotton, because it passes through some 
of the most fertile cotton growing tracts. The table given below 
shows the rates of 1a17 and those iu· operation in 1a32. 

Rates on Cotton (mw)!ull·pressed to Bombay. 

Distance. Station. Rrdc.'l !:n Rrtics in Percerda4~ 
1917. 1982. increase 

147 Navsari 0 3 11 0 8 7 120% 
165 Surat 0 4 6 0 9 6 111% 
174 Sanjan 0 4 9 o 10 0 110% 
196 Anklcsvar 0 4 9 011 2 135% 

202 Brondl 0 4 9 o II 5 140% 
218 Palej 0 6 2 o 12 3 99% 

227 Miyangam 0 6 7 o 12 9 96% 
334 !tola 0 6 11 o 13 1 89% 

348 Viramgam 0 8 10 1 3 0 115% 

As can be seen from the above table, the increase in rates 
has been on the average more than 100 per cent., and in some cases, 
as from Broach, the increase has been about 140 pel' cent. If we 
compare the rates of 1914 as quoted from some of the stations 
the percentage increase becomes still more glaring. The rate, for 
instance, from Navsari to Bombay in 1914 was as. 3-3 per maund 
and the rate quoted to-day is as. 8-7 pel' maund, an increase of 
about 164 pel' cent. If we work out the rate per maund per mile, 
we find that the rate from Navsari to Bombay was about· 265 pie 
in 1914, which was raised in 1916 to about ·32 pie. The rate as 
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quoted at present from Navsari works o11t at about· 70 pie per 
maund per mile. The maximum rate autborised for tbe 4th. 
class is . 62 pie per maund per mile to which terminal and other 
charges have to lle added. It is ciear, therefore, that the maximum 
rate is being quoted from Navsari. The rate from Broach is still 
more interesting. In 1914 the rate was as. 4-1 per maund <)r ·24 
pie per maund per mile. It was raised in 1916 to as. 4-6 or ·267 
pie per maund per mile and in 1919 to as. 8-2 or ·485 pie per 
maund per mile. The rate quoted at present is as. 11-5 per 
maund or . 678 pie per mile. It follows, therefore, that the B. B. & 
C. 1. Railway has raised its rates on cotton to the maximum 
authorised limit. 

RELATIVE POSITION IN THE PRE-WAR PERIOD. 

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

Station. Rates ptr Rates per 
mannd. maund. 
(1914) (1919) 

Re. a.. p. Rs. Ii. p. 
Broach 0 4 I 0 S 2 
Ahmeda.ba.d 0 9 I o 12 7 
Cawnpore I 2 7 I 6 I 
Ambala. Cantonment o 15 10 2 5 5 
Meerut 1 0 9 2 I 7 
Sa.il&ra.npur o 15 B I 10 II 

In 1922 the rates were again increased and they continue at 
the sa:me level to the present day. We have already examined the 
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present rates and cannot help repeating once again that the increase 
has been very high. Of course it is difficult to accept that in view of 
rapid rise in prices during and after the war, which had substantially 
raised the working expenses, the B. B. & C. 1. Hailway should, as a 
matter of justice, havc enhanced its rates to maintain its efficiency. 
If the pre-war level of rates was a paying ono, there was no reason 
why the B. B. & C. 1. Hailway should have raised the level of its 
rates So high as to bring it in linc with that of the G. 1. P. Hailway. 
Albeit, this increase waS not felt Juring the boom perioJ when the 
prices of cotton were soaring, but to-day the rates are affecting the 
cultivator adversely and need to be immediately revised. It is 
clear from the foregoing discussion that the agreements between 
the railways in India have resulted in' raising the general level 
of rates. 

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

Rates on Cotton full-pressed to Bombay in 1985. 

Distance. Stalion. Rate Di8tance. Station. Rate 
(R. R.) (R.R.) 
Rs. •• p. Rs. ... p. 

U7 Navaari 0 7 2 218 P.lej 0 8 0 
165 Surat 0 5 1 'm Miyangam o 10 3 
196 Ankleswar 011 2 234 ltolo 010 8 
202 Broa.oh 0 6 5 348 Vira.mga.m 0 5l! 

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

RATES ON THE N. W. RAILWAY 

The rates on the N. W. Railway support the conclnsion we 
have arrived at. The importance of North West~n Railway as a 
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carrier· of raw cotton has long been recognised because it links 
together the irrigated tracts of the Punjab where cotton of superior 
quality known as the Punjab-American is grown; but its importance 
in future, now that the most important irrigation works, known 
as the Sukkur Barrage or the Lloyd Barrage, have been constructed, 
is bound to grow. The Lloyd Barrage which is situated about 
three miles down stream from the Sukkur was opened by the 
Viceroy in January 1932, with canals, channels and distributaries 
extending over about 0,211 miles. 'The Barrage is estimated to 
command an irrigable area of about 7· 5 million acres.' Under 
the new scheme the total area under cotton crop is expected to rise 
to about 8 lakhs acres. The new area will preferably be devoted 
to the cultivation of Amcrican cotton, which is in demand by the 
local cotton mills for manufacturing yarn of high counts and is 
largely imported at present. Therefore, the freights charged by 
the N. W. Railway on the transport of raw cotton for export as well 
as local consumption will have to stand better pnblic scrntiny in 
future. The rates, quoted at present from some important cotton 
despatching stations on the N. W. Railway to Karachi aro 
given below :-

Dis
tance. 

863 
576 
744 
685 
652 
727 
788 
806 
755 
788 

Rate on cotton ( raw ) full-prossed to Karachi for 1982. 

Station. Rate. (0. R.) 

B.s .•• p. 
Rohtok 2 8 1 
Multon City I 13 9 
Shahpur 2 6 5 
LynUapur Jo. 2 3 6 
Montgomery 2 I 8 
Ferozpur City 2 5 7 
Gujrl'l.t 2 8 6 
Sialkot In. 2 9 8 
Lahore In. 2 7 0 
Amritsar Jo.. 2 8 9 

Di8-
tance. 

833 
S02 
829 
806 
843 
831 
721 
653 
711 

Station. 

Gurdnspur 
Jullunda.r City 
Hoshiarpur 
Ludhiana. JD. 
AmbaJa City 
Hissa.r In. 
Sargodha. Ju. 
Gojra In. 
SangaJa Hill J n. 

Rate. (0. R.) 

Rs. 8. p. 
211 0 
2 9 6 
2 10 10 
2 9 8 
211 7 
2 6 I 
2 5 3 
2 I 9 
2 4 9 

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

1. "The caprice of the Indus/' aptly remarked the Director of Agriculture, 
II ha.s governed the country like an absolute despot. For the first 
tI~. in the history of Sind the Indu. is to be harne.eed. In future it 
will serve, not rule." 
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incidence of transport costs on cotton grown in the Punjab. The 
Railway line is, however, not to blame for this because it is a 
geographical disadvantage which is being slowly overcome by 
efficient transport facilities. Railways havo rendered admirable 
help in overcoming these obstacles of distance, but complete 
elimination of distance is not feasible in the near future. As for 
the freight charge, the N. W. Railway, like other railways, permits 
a special concession of 6 pies per maund when cotton (raw) full· 
pressed is booked to Karachi, at owner's risk, as previously referred 
to. If we work out the rate (rom Mullan city to Karachi for 576 
miles it comes to . 62 pie pel' maund per mile exclusive of all other 
charges. 'rhe rate from Gurdaspul' to Karachi for 833 miles i~ 

Rs. 2-11-0 which works out at aLout • 62 pie per mile exclusive of 
all other charges. The North WasteI'll Railway, therefore, charges 
almost maximum rates, even for long distance traffic. This is 
undesirable. When the State lays tlown a maxima for certain 
class of rates, tho intention of the regulating authority is that tho 
actual rates charged shonld be lower than tho maximum prescribed 
and such as the traffic can reasonably heal'. The discretionary 
powers conferred upon the traffic manager are expected to be 
exercised in the interests of the community; he shoulu he guided 
by enlightened self-interest. As t.he vrices of Indian cotton arc 
determined by the American market, anti as the Indian crop has to 
compete in the international Inarket for sale, it is incumbent upon 
the railways serving the cotton growing areas to help the producers, 
because both the parties profit inter se. Indian railways. however, 
charge maximum rates authorised by the Government and if the 
maxima prescribed were removed as has been recently advocated, 
it is not improbable that the rates might record a further rise. 
This problem has become serious to-day because of the heavy fall 
in prices. 

CURRENT RATES COMPARED WITIt 

THOSE IN 1917. 

It would be interesting to note at this stage the increase ill 
rates on the N. W. Railway during and after the War. We submit 

R-7 
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below a table of rates as quoted in 1V17 and 1932, and tbo 
percentage increase :-
Didance. Stations. Rates in 1917. Rates in 19311. Percentage 

Ea. a. p. Rs. &. p. increase. 

575 Multan I 0 9 1 13 9 75'1 per oent. 
111 Hydembau. 0 3 7 0 5 9 GO'93 .. 
786 AmritBar 6 8 2 8 9 76'1 .. 
684 Lyallpur 3 9 2 3 5 82'97 .. 
721 Sargodba 4 9 2 5 3 79'5 .. 
898 Saharan pur I 6 5 2 10 0 87'32 .. 
847 Amba,ln. 6 I 211 7 97'35 " 802 Jullunder 6 10 2 9 5 81'4 .. 
755 Lahore I 5 9 2 7 0 79'3 

" 711 Sangla. HilI I 4 9 2 4 9 77'l .. 
653 Gojra. I 2 11 2 9 78'4 

'l'he increase in rates, as can be seen from the table, has been on 
the averages about 80 per cent. No doubt this has been a very 
heavy increase. It could oe justified during the uoom period, but in 
normal times, not to talk of the present traue slump anu calastrophic 
faU in prices, it is questionahle. The maxima as prescribed by the 
Government were buscu in view of the then exi~ting price level and 
the necessity for rehabilitating the railway system which was 
starveu during the war. 13esiucs, it was the npper limit to he 
reached only in times of need and not a normal fealure of the 
lJolicy. 

From the foregoing discussion it follows lhat the rales Lefore 
the War were lower on the 13. B. & C. I. Railway as compared with 
the rates of the N. W. and G. I. P. Railways, Lut the combination 
amongst the railways after the outbreak of the War, and lhe rise of 
prices led to an increase in rates so that the rate level on all the 
railways was equalised, except on the G. I. P. Railway which has a 
higher maxima. 'l'he increase in rates were staLiliseu at a higher 
level in 1922, and continue to this day. The rates charged are 
almost the maximum authorised. The Policy pursued needs a 
radical revision on national lines. 

The railway freight on cotton has been examined and tho 
necessity of its revision stressed. We have reserved the discussion 
of rates on the cotton, both indigenons and imported, consumed by 
the cotton mills within the country, to which we shall presently 
turn our attention. The study of Indian cotton industry has for 
convenience been subdivided into two broad divisions, raw cotton 
~nd local mill industry. But the division is primarily one of 
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convenience and not of any fundamental difference in character. 
The foregoing discussion has been centred mainly on the marketing 
of raw cotton in general, and in the pages that follow we shall 
study the mill industry. In this study, howover, we shaU 
concentrate our attention on the railway freights charged to and 
from Some important mill centres on their raw materials and 
finished products, aud then compare the rates charged on competitive 
imports. Obviously, therefore, we shall eneleavour to indicate the 
nature of rates charged on internal production as wpll as imports. 
and the aJvanl.c'ge, if any, posscsseJ hy the latter over the former. 
Wherever possible, we shall campare the current railway rates with 
tho pre-war one-s and show the chango. 

BOMBA Y COTTON MILLS 

The study of the organisation of Indian cotton mill industry 
shows the predominance of Bomhay centre in the localisation of 
cotton mills, though of late t,he position is heing seriously questioned. 
Growing importance of the island of Bomhay as stronghold of 
cotton mill industry in India and the subsequent uiversion to other 
internal centres is of special intC'rest to the student of transport 
economies because it admirably explains, intor alia, the importance 
of tranRport facilities in determining the localisation of an industry. 
Its yicinity to the port oE Bombay is an asset as well as a liability, 
as we shall presently see. This liability coupled with the less 
favourable geo;traphical position has agg;ravateu the intensity of the 
depression. For all sorts of imports, like machinery, stores, 
chemicals, cotton, etc. Bombay mills have nothing to pay by 
way of railway freight; and therefore, we shall exclude 
them from our discussion. Railway rates are important on 
raw cotton carried from the internal centres of production and 
on the transport of finished goods for consumption in upcountry 
centres. As for the raw cotton we have already seen that both the 
G. 1. P. and B. B. & C. 1. Railways quote special rates to Bombay. 
This appears to be in favour of the Bombay cotton mills, 
hut the auvantage is more apparent than real. Vicinity 
to the sources of raw material and power and the market for 
the finished products are the primary consiuerations in 
determining the localisation of the industry. The advantage 
in respect of raw materials which Bombay cotton industry 
once possessed has been outstripped hy the erection of mills in the 



IlAILW A Y RA TillS AND FARES 

very heart of the cotton growing areas like Ahmedabad, Sholapur, 
etc. Indeed, for the same distance Bombay cotton mills pay lowe!' 
rates than the npcountry mills but that is true only of a part of the 
traffic. For the major share of the requirements of raw cotton 
Bombay mills have to pay higher transport charges because of the 
greater distance. Nagpur mills, for instance, when purchasing 
cotton from Wardha, Ringanghat and Dhamangaon pay as. 4-10, 
as. 6-7, and as. 7-2 pel' maund rcspectively by way of freight 
charge. Similarly, when Sholapur mills purchase cotton from 
neighbouring cotton growing areas like Barsi town and. Pandharpnr 
they pay ouly as. 3-0, and as. 5-4 per maund respectively. The 
Bomuay mills, pel' contra, have to pay higher railway freight as can 
be seen from the study of rates on raw cotton. 

RA TES ON PIECE-GOODS FROM BOMBAY 

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

Mileage. Station to. Rate per Mileage. Station to, Rate per 
maund. maund. 

Rs .•. p. Rs. a. p. 

239 Dhu!ia 1 1 G Sultanganj 2 911 
261 Jalgaon 1 3 1 476 HOBhangabad 2 1 2 
296 Amalner 1 0 4 521 Bhopal 1 15 4 
520 Nagpur 1 11 10 646 Lalitpur 2 911 
417 Harda 1 12 11 702 Jhansi 2 7 0 
264 Itarsi 2 0 7 755 Harpalpur 2 4 7 
531 Betu! 2 6 2 788 Mahoba 2 2 4 
616 Jubbulpore 2 3 10 821 Banda 2 011 
673 Katni 2 2 4 802 Karwi I 14 8 
734 Satnn 1 15 11 868 Mutt,a 2 7 II 
746 Jaitwar 1 15 3 New Delhi 2 10 3 
806 Bargarh 1 12 5 838 Agra City 2 8 5 
840 Naini 1 15 7 839 Cawnpore 2 4 2 

Howrah 1 9 9 
llhagalpur 2 9 I 
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This table brings out clearly the important features of the rates 
policy pursued by the G. I. P. Railway. The rates, as can be seen, 
are anomalous and preferential. Freight from Bombay to Jalgaon 
for 261 mile" is Re. 1-3-1, and to Amalner for 296 miles it is 
Re.1-o-4. The higher rate for a longor distance is justified on the 
plea of alternative rate and the competition of tho B. B. & C. I. 
Railway. Rate to N agplll' for 520 miles is Re. 1-11-10, and to 
Itarsi for 464 miles is Rs. 2-0-7. Not only is this rate preferential, 
but it adversely affects the interests of the Ill!liau mill industry hy 
helping the penetration of imports. These rates foster and lmhsiuise 
foreign competition to the aetriment of indigenous industry. This 
anomaly, ho"\vever, has now heen removeu by raising the rate for 
Nagpur to Rs. 2-2-11. Rates lower than the class rates, as quoted 
by the G. 1. P. Railway from tho port, help the imports more than 
the BomlJay industry proper, becanse, as will he seen later, the 
cloth produced by tho Bomhay mills has to face the competition of 
upcount.ry mills in the internal centres of consnmption, whereas 
the importe(l cloth is general1y snperior in quality and can he des~ 
patched to the internal centres from the ncarest port. It has been 
found hy the rrariff Hoard that the competition of upconnt.ry mills 
with those of RomlJay has become vpry kE'cn in goods of coarser 
counts of yarn aud in this the former have a decided advantage 
over the latter'. Hence the Bomhoy mills are not able to take 
the full advantage of the lower rates. The imports, per contra, with 
the help of lower rates, penetrate in even ordinary towns and 
compete with tho production of Indian mills, as can be seen from 
the preceding table. 

Let us explain this statement in some detail lest we should be 
misunderstood. The npcountry mills manufacture piece-goods 
primarily of coarser varieties to supply the general demand of the 
people, albeit of late the tendency towards the production of finer 
counts is growing apace. Snoh mills largely cater for the demand 
of neighbouring areas of their mills and it should be noted that in 
these markets they have considerable advantage as compared with 
the other mill.. Bombay mills, therefore, have great disadvantage 
in the markets and the facilities in the form of station-to-station 
rates which they get are of little avail to them so far as the 

1. Vide, Report, Para 81. 
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marketing of coarser goods in these centres is concerned. For in
stance, in a centre like Cawnpore, Bombay mills will obviously find 
it difficult to sell those goods which are manufactured by the 
Cawnpore mills, because they have to pay Rs. 2-4-2 per maund 
by way of railway freight-although it is a concession rate- whereas 
their rivals are immune from the charge. This freight concession 
is more useful only On those piece-goods which do not compete with 
the manufactures of tlte local mills. Thus, Bombay mills are able to 
utilise this concession only to a limited extent. But the Japanese 
and Lancashire piece-goods utilise these freight concessions to the 
utmost, and penetrate into the internal consuming cC'ntres from the 
nearest port. Of these two, the former, with its cheap manufactures 
of coarser varieties compotes most effcctively with the local mills, 
while the latter with relatively high-priceu fabrics of superior 
quality, escapes the railway transport costs lightly and adversely 
affects the manufactures of finer counts. Importers uo not stand 
in need of these concessions in railway freight and the traffic 
wonld come to the railways eyen if the concE'ssion is withdrawn. 
Both from the railway and the public points of view, therefore, such 
freight concession should cease on the irnpol't traffic. It will be 
clear from what has been said above that since other manufacturing 
centres do not get similar freight facilities, the station-to-station 
rates quoted from the ports help to neutralise thc effects of pro
tective fiscal duties, 'rhe right courso, it may be suggested, would 
be to charge class rates on piece-goods despatched from all port 
towns because the import traffic does not need this concession and 
would continue to flow in, and increase the railway receipts 

substantially. This will be unpalatable to the lJombay mill owners, 
but they should rightly seek tariff protection. This would 
enable the Indian cotton mills to enjoy the fiscal protection 
in full. 

PRE-WAR RATES COMPARED 

We emphasise at this place the scarcity of the historical 
material on the railway rates available to us. It would have been 
intera3ting to know at this point the percentage incl"ease in railway 
rltes b3tween 1913 and to-day, for that would have enabled uS to 
find out the increase in the incidence of railway freight. However, 
We quo~e b310w a few rates from Bombay to upcountry centres, as 
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they were submitted to the Tariff Board by the Bombay Millowners' 
Association 1 :-

. Rates from Bomhay 
1913 1926 

To O.R. 
Percentage 

R.R. 
~ercentage 

R.& 0.& increase lncrease 
since 1916 sinoe 1913 

Rs. n. p. Rs. a. p. Ra ••• p. Ra. .. p. 

Delhi 2 0 7 2 10 3 3 7 11 72 
Amritsal' 2 12 6 3 8 2 4 10 6 6~ 
Cawnpore I 13 I 2 4 2 2 15 3 62 
Lucknow 1 15 9 2 7 3 3 3 I 62 
Nn.gpur I 0 I 2 II 10 2 12 4 61 
Howrah 2 II II I 9 9 4 12 3 175 
Sha.lima.r 1 I 0 3 3 0 I 8 0 41 5 211 73 
Madras 0)4 0 2 7 9 2 2 3 IH 3 14 6 60 
BangaJore I 6 7 2 0 I 2 10 6 57 

It will be seen from the above lable that in tho pre-war years. 
the railways rarely quoted Owner's risk rates; most of the rates 
were Railway risk. This was a serious drawback of the then rates 
policy. Fortunately this defect was removed after the rates were 
stabilised in 1922. and alternative O.R. rales were also quoted. 
rrhoso D.R. rates, howeYer, are generally higher tban the pre-war 
R.R. rates. When we compare the rate from Bombay 10 Madras 
which was He. 0-14-0 O.R. in In3, and Rs. 2-2-3 to-day. the 
increase amounts to about 144 per cent. This is indeed a great 
handicap to the indigenous mill industry. It has to be noted that 
such a high increase has been effected in spite of the alternative sea 
route available to Bombay mills. It seeum that the railways did 
not quote a lower rate here because the importers have no interest 
in this rate; they directly import at Madras. The study of rates 
policy fosters the belief that foreign commercial interest still 
dominate the railway policy. The iucrease in R.R. rates has also 
been more than 60 per cent. This was not felt in the boom period. 
But to-day when the mills arc working on an irreducible minimum 
of profits the reduction in rates would be of great help to the 
industry. The fall in the prices of cloth further strengthen the 
plea for reduction in rates. Here, it has to be remembered. that 
the price of cloth in India being determined by the imported cloth 
the general reduction in rates would not be helpful to the Bombay 
mill industry, because the importers would also get the same benefit 

1. Vide, Tariff Baal'd, 1927, Evidence Vol. II, P. 154. 
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and the relative position would remain unaffected. Thorefore, the 
reduction in rates to be helpful to Bombay mills shoul<l be prefer
ential to that over the imported goods. The Bombay Millowners' 
Association urged before the Tariff Boaru the necessity of preferen
tial treatment for goods of Indian Manufacture over imported 
goods, but the Boal'd dill 1I0t favour the proposal in view of the 
considerable advantage in matters of railway freight already posse
ssed by Bombay over the upcountry mills and the insuperable 
difficulties in the application of the policy of discrimination1

, The 
attitude taken up by the Board is in consonance with the accepted 
theory and practice of rate-making. Discrimination in rate-making 
is desirable. Nay, it is a canlinal feature of modern practice. 

But discrimination between one shipper alld alloj,her 011 a basis 
purely of difference in national~ is pernicious. It is apt to create 
complications in the commercial policy. Further, frum what 
follows it will be evident that Bombay coiton mills possess fairly 
good advantage over uncountry mills in respect of railway freight 
on imported raw materials and the marketing of flnished products. 
'rhis transport advantage of the Bomuay mills is, however, being 
gradually neutralised by the improvement ill the quality of the 
output of upcountry mills. Bum bay cotton mills have an 
additional handicap because their cost of production is relatively 
higher due to higher wages, l'ontal, taxes, managing agency charges, 
etc. Complete rationalisation of the inuustry, right froIll tho 
purchase of raw cotton to the marketing of lini,;hed products is 
essential for its SUl'vi val after the veil of liscal protcction is 
withdrawn'. There is hardly any justification for discrimination 
in railway rates. 

AHMEDABAD MILLS 

Next to Bombay Ahmedabad is the most important centre of 
cotton mill industry in India. Being situated in the midst of tho 
cotton growing tracts of Gujarat and Kathiawar, it has a distinct 
advantage in respect of the most important raw material, cotton. 
Besides, the cotton grown in this surrounding area is of compara
tively superior quality, used for spinning yarn of higher counts, 
and when mixed with Uganda, Egyptian, and American cotton it 
gives exceedingly fine results. In this resped Ahmedabad 
possesses greater advantages in procuring cotton of superior quality 

1. Vide, Report, Para 103. 
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to any other npconntry centre. This has proved a great boon to 
the Ahmedabad colton mills becanse the cost of raw material is 
the largest single item in the cost of manufacture of cotton goods'. 
As regarus the markets, the fini8hecl products of the mills can be 
conveniently distributed in Gujarat, Kathiawar, the Pnnjab, the 
United Provinces, Bengal, Madras, the Central Provinces, and 
several other centres according to the seasonal demand and market 
conditions. The drrw,rLacks, however, from which the Ahmedabad 
mills suffer are in respect of railway freight on coal and stores2

, 

We shaJl, therefore, now pass on to the discussion of railway 
freight. 

In our discussion of railway rates in relation to the Ahmedabad 
cotton mill industry we propose to centre onr attention on the 
rates on cotton and finished products mainly, and only a passing 
referonce will be made to rates on other raw materials. rrhe 
reasons for resorting to this course are obvious. Hailway freight 
on coal, "rhich is the second most important raw material, will he 
discnssed in a separate chapter dealing with the development of 
coal industry in relation to railway freights. The freight on 
mill stores will be discusse<l in the present chapter, but it should 
be noted that this is relatively of only secondary importance 
because it affects the cost of production of cotton mills to a very 
limited extent. Nevertheless, in the modern organisation of the 
industl'Y and the keen competition which pervades the entire 
system every item of expenditure is of great concern both for tho 
producer and the consumer. This is especially true of the Indian 
cotton mill industry, because they are struggling for thcir very 
existence to-day, threatened by foreign competition. 

RATES ON RAW COTTON 

It will be recalled that Ahmedabad mills arC sitnated in the 
midst of thc cotton growing districts of Gujar.t and Kathiawar, 
and therefore, cotton is carried from stations like Surat, Broach, 
Kadi, Viramgam, Wadhwan, etc., to the mills. In addition, cotton 
Is brought from the Punjab, Madras and other cotton growing dis
tricts according to the requirements of the mills concerned. Foreign 
cotton is also imported to a limited extent, for manufacturing 

1. Vide, Report of the Textile Tariff Board. 
2. Vide the written statement of Ahmedabad Millownere' AS50ciatiou 

Tariff Board, Vol. II, P. 390. 
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yarn of higher counts. The imports of foreign cotton, 
however, have assumed greater importance since the last few 
years which shows that the tendency of the mills in Bombay and 
Ahmedabad to produce cloth of superior qualit.y has received. a 
marked stimulus since the real' 1929-30. The increase has been 
especially marked in the year 1930-31 and is attributed to the low 
level of prices and the impetus given by the nationalist movement 
to the mill industry. Ahmedabad mills have macle the best use 
of this opportunity. It is clear from the foregoing facts that the 
growth of Ahmedabacl mill industry is closely linked up with the 
rates quoted on cotton from dillcrent centres. 

Before proceeding fUl'thE'l' it should he noted that mills have 
'to bring cotton from dilferent centres stretched far ancl wiele 
\vithin the country and alHo import foreign cotton because of the 
wide difference in the qnality of cotton Pl'ouuccd in the country 
and its general low standard. It is hardly necessary to 
emphasise that unlike jute, which is localised, cotton is a crop 
which is cultivated. in almost all the provinces. But Indian colton 
is mainly of short staple, excopting the CamboJian, the Punjab
American anJ Broach cotton. It would be of interest to note the 
character and the quality of the ilifferent varieties of cotton grown 
in India because that will indicate the standard of cloth spun in the 
mills and the consequent necessity of importing foreign cotton for 
improving the standard of our mill production. The Cambodia 
cotton creamish in colour, is silky with strong fibre. It is used 
for 28's warp and 36's weft, and is chiefly consumed in Indian 
mills. The Punjab-American is silky and bluish white and is used 
for 20's to 22's warp. This cotton is extensively purchashed by the 
Ahmedabad mills and Japan. Broach cotton is of two kinds, Broach 
common and i:lurti-Broach. They are both silky, clean and very 
white in colour, but whereas the former has rather big stains, the 
latter has very few. Broach is used for 18's-20's wcft yarn and is 
bought by Ahmedabad mills and Japan. Bombay mills use this 
cotton occasionally. i:lurti-Broach is used for 20's-22's and also for 
30's warp and 40's weft. This is chiefly purchased by Ahmedabad 
and Bombay mills; it is also exported. The quality of other 
varieties will be discussed later while stUdying other upcountry 
mills. 

The foregoing explains the necessity of importing cotton into 
Ahmedabad from different centers within the country and of the 
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imports from foreign markets. Ahmedabad mills concentrate 
largely in the production of higher counts; they specialise in 
dhoties, which are sold throughout thc conntry, especially in the 
Calcutta market. Dhotic~ of Ahmeilaba(i mills are the best amongst 
those made in In,lia and fetch higher prices. It is needless to mention 
that these dhoties compote successfully with the imp011s. Other 
varieties of snp8rio1' cotton cloth are also manufactured and for all 
these Uganda, Egyptian anu American cotton i;.:\ imported in addition 
to the Indian varieties. The l'aihvay freight on Broach-Surat 
cotton is relatively favourable because tbe mi1h~ are situated in the 
vicinity of cotton growing tracts. The freights on other varietiC's 
are morc important. of which a fe"w are portrayed helow :-

Rates per maund to Ahmedabad 
From Rate F~,.om Rate 

Rs. B. p. Rs. n. p. 
Roht.k I 15 2 Gurdaspur 211 6 
Amba.la. 2 5 5 ~ialkot In. 2 12 II 
HOBhiarpur 2 8 0 Montgomary 211 2 
Jullundo"r City 2 6 II Lyallpur 2 13 0 

Ludhianlt Ju. 2 5 0 Multa.u City 3 0 6 
Ferozpur City 2 5 8 Gujarltt 2 12 0 
L'lhore In. 2 5 I Gujrauwnlla. 2 10 7 
Amritsa.r .J n. 2 9 I ShahllUr City 3 2 4 

The first point brought out hy the ahove table is the relative 
high level of rates ChUl'gC'll. \Vhile discnssing the rates on raw 
cotton it has alrcudy heen referred to that the increase in rates since 
the Great War has been appreciable anil in 1922 when the classifica
tion was reviseil the rates were fixed at a still higher level in 
consonance with the boom prices which had reached to un
precedented heights. \Ve further pointed out that whatever justifi
cation the rates might have had then, their inciilence has now 
become unduly high. Thc ability of a commodity to bear the 
transport churge depends, inter alia, npon the market price it fetches 
and therefore the policy of charging to-day the rome freight rate 
which was fixed during the boom period can haruly be jnstified 
when the price level is taken into consideration. Secondly, as can 
he seen from the preceding table, the incidence of rates charged on 
Inilian inilustries is higher tban that on the importers. It will be 
recalled that the rates on raw cotton moving to the ports is lowel" 
hy 6 pies per mauu(l whcn hookcd at O. n., hut the internal tramc 
is denied this facility. Desiilos, tho consignments travelling over 
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more than one line do not get the advantage of the telescopic 
schedule on the total distance traversed. Railways, in their rate
making follow an individualistic policy and like to be treated as 
separate entities. This is quite clear from the rateB quoted above. 
We notice that both the railways charge the traffic irrespective of 
the total distance travelled. Here of course the result of this 
individualistic policy is not 80 serious because the rates quoted aro 
not telescopic, but it has to be noted that due to this vicious policy 
both the trade in raw cotton as well as the cotton mill industry is 
seriously handicapped. Further, thc rates charged arc almost tho 
maximum authorised by the Government. This policy is obviously 
detrimental to the development of long distance traffic; even purely 
commercial principles are being overlooked. It may be suggested, 
therefore, that the railway authorities shoul<l quote telescopic rates 
for long distance traffic and calculate the rates on the total distancc 
traversed by the consignment. Lower telescopic rates should bc 
quoted on raw cotton, both for export and for international 
consumption. 

RATES ON MILL STORES 

Ahmedabad mills have to get their stOl'es from Bombay and in 
this the local mills at Bombay have a decided advanta:;e over the 
npcountry mills, hecause they are practically immune from railway 
freight. The more important of the mill stores are machinery, 
dyes, lubricating oils, epsum salt, farina, tallow, sago flour, 
sulphide and soda. The freight charged from Bombay to 
Ahmedabad is given below, together with the rates as quoted in the 
year 1913:-

Rates pet' nuwnd 
191.1. 19S£. 

Rs. &. p. Rs. a.. p. 
Tallow 0 8 5 o 13 3 
FariD& 0 8 5 0 6 1 
Epsum salt 0 8 6 0 8 9 
MoohincI'Y 0 8 5 0 8 9 
Lubrioa.ting oils 0 9 3 o 12 3 
Sa.go Flour 0 8 5 0 G I 
Dyes o 13 4 o 12 3 
Soda. 0 5 10 

These rates appear to be reasonable except in the case of tallow 
and lubricating oil where the increase has been about 58 and 32 p,e. 
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respectively. It is hoped that the B. B. & C. 1. Railway authoritie~ 
will red nee the rates 'in the above two cases as well, so as to 
bring them on a level eqnal to, if not lower than. the pre-war level. 

The finished goods of the Ahmeuahad mills are consumed in 
Gnjarat, bnt a greater part of the total outpnt is despatched to 
important towns throughout India. As the consuming markets are 
mostly at a great distance from the mills the freight charged by the 
railways comes to playa very prominent part in determining the 
competitive capacity of the goods. Further, as the piece-goods turned 
out by the mills are generally of superior quality they have to 
stand the competition of the imported goods and the cost of railway 
transport in some cases shuts out t.he market totally ,vhile in others 
it imposes a heavy tax upon the industry. This foreign competition 
assumes seriolU:l forms in })Ol't townl:j and in market~ in the vicinity 
of ports. Besi(lcH, ihe importers have an advanbge over t.he internal 
producers in as much as they are ahle to despatch their goods to the 
npconntry consnming markets from the nearest port. Apart from 
the tariff barriers in the form of import duties with which we are 
not concerned for the present the importers have an advantage in 
market,ing their produce o'\'<'r the internal centres. This statement 
will be amply explained when we study different internal mill 
centres. Besides. lower rates '1uoled from the ports duo to railway 
and port competition act as a sort of subsidy to the imported goods. 

Ii Cost of transport," informs the S(>crctal'Y of Ahmedabad 
Millowners' Association, "makes cot ton mannfactul'('R of Ahmeda .. 
bad dear, particularly in distant markets, like Calcutta, Cuwnpol'e, 
Delhi, Madras, Bezwada, etc. Heavy freight (0 be paid on eoal, 
cotton, yarn and piece-goods certainly makes our articles undnly 
dear in distant markets1

." The disadvant.ages under which the 
Ahmedabad mills snffer in respect of raw materials and marketing 
of their finished products is due partly to their location for which the 
railway policy is not much to »lame. But the railway authorities 
cannot shirk the responsibility of the rates they qnote. Ahmedabad, 
nnlike Bombay, is so situated that it has to depend entirely upon 
the railway transport, and especially on the B. B. & C. 1. Railway. 
The absence of alternative transport facilities partly explain the 
higher level of freight charge. Following the policy of undiluted 
commercialism, Indian railways, even when State owned and State 

1. 1'bc reply sent by the Ahmedaba.d MillownerB' Association to our 
euq uiries. 
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managed, quote very low rates at the competitive points and recoup 
their loss by raising their rales from the non-competitive cenlres, 
to the clear detriment of the national industries. 'I'he most obvious 
defence put forward by the railways in support of their policy is 
that they are forced to lower the normal rates at the competitive 
points in order to attract the traffic which' would otherwise have 
gone by the alternative route and completely lost to the railways. 
This competitive trailic, it is contended, after meeting the supple
mentary costs leaves a residue ,vhieh is utilisecl in reducing the rates 
from the internal or non-competitive centres. This pica nn
doubtedly has some justification, but understood with the nature and 
characteristics of the railway industry in general and the peculiar 
development of the Indian railways in particular this argument is 
short of its apparent justification. Railroad industry is a vasl 
national enterprise calculated to foster the development of the 
country hy providing efficient and economic transport sf'I'viccs to its 
nationals. If the competitive tCllllency inherent in the railway 
industry has been regulated in America amI in England so as to give 
better service to the trade and industry of the country the necessity 
is much morc pressing in India where the Indian tax-payer has 
shouldered the entire cost right from their inception to the present 
day. The policy needs a corrective on national lines. 

We shall attest the truth of the preceding remarks by specific 
instances. Ahmeuabad mills send their goous to following 
important markets :-

Rales f01' Cotton 7Jicce-goods from Ahmedabad to :-
Rate (0, R.) Rate (0. R.) 
Rs. a. p. Rs. Il. p. 

Bombay I I 5 Agra. I 13 2 
CBwnpore I 14 0 Madra.s 3 5 2 
Lucknow 2 o II Amritsnr 2 U 2 
LfLhore 2 8 4 Howrah 2 4 0 
Delhi I 13 2 Nngpul' 2 6 10 

In Calcutta, where Ahmeuabad mills send their piece-goods, 
especially dhoties, they are at a clear disadvantage as compared 
with the importers who can land their goods directly. Again, the 
prices of piece. goods being determined by the imports, which pay 
nothing by way of railway freight, the internal mills have to bear 
the transport costs which raises the cost of production and restricts 
their competitive capacity. Undou!Jlcdly, to some extent, this 
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restriction due to tho cost of railway transport is unavoidable, being 
the result of geographieal situation. When we analyse the rate 
quoted from Ahmedabad to Howrah we find that it is relatively 
low, because the distance to be traversed is nearly 1300 miles. 
This low rate is quoteu because of the alternative routes available 
for consignment booked to Howrah. The tra!lie to Howrah can be 
routed via Agra East Bank, Amalner and Naini, Ujjaiu and Naini, 
and Ujjain and Kanti Marwara. These three alternative rontes 
have foreed down the rate from Ahmedabad to Howrah which 
would otherwise have been decidedly higher. 'I'his fact has to be 
admitted when we take up another rate from Ahmedabad to 
Amritsar whieh is Rs. 2-9-2 for a distance of 802 miles. Sea route 
via Gujamt ports and Bombay port can also be utilised for despatch
ing goods to Howrah. In the Madras market, Ahmedabad goodS 
have a great disadvantage, because, whereas the imports can be landed 
directly, they have to pay railway freight of Rs. 3-5-2 per maund. 
When, however, we take up the upeountry markets like Cawnpore, 
we fiml that Ahmedabad mills arc hetter placed than their foreign 
competitors because the latter have to pay higher transport charge. 

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

Rates/or piece-goods/rom Ahmedabad to:-
Rates in 1913. Rates il~ 19;]£ Increase per cent. 

(O.R.) (O.R.) 
Rs. G. p. Ra. n. p. 

Bomba.y o 11 1 (R.R.) 1 1 5 51 per cent. 
Cawnpore I 7 0 I 14 0 30 per oent. 
Lahore 2 1 3 2 8 4 21 per cent. 
Delhi 1 4 0 1 13 2 46 per cent. 
Agra. 1 4 0 1 13 2 46 per cent. 
AmritSllr 2 1 II 2 9 2 21 per oent. 

It will be seen that the increase in some cases has been very 
great. 'rhe rate to Bombay on piece-goods booked from Ahmedabad 
was as. 11-1 at R.R., and to-day the rate is Rs. 1-1-5 per maund at 
O.R. The increase as shown in the above table is further raised 
when we take into consideration the difference in risk. It is 
hardly necessary for us to emphasise that Bombay is a very 
important market for Ahmedabad piece-goods. Further, goods 
from Ahmedabad have to face in Bombay market foreign as well 
as local mill competition, and therefore, the freight charged is of 
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great moment to the industry in determining its competitive 
capacity. Foreign competition has forced down the prices to 
almost unremunerative level and hence it is not snrprising to learn 
t.hat the millowncrs in Ahmeuabad arc looking with grave concern 
towards the high level of freight charge which impedes their 
progress. It is sometimes argued that railway freight, even if 
reduced, would ue so slight that the selling prices would remain 
unaffected.. This argnment is unquestionable j prices being 
determined by the imports a Blight reuuction in rates will have no 
reflex effect on the prices and the consumers will not be able to 
take immediate advantage of the reduction. This argumcnt is, 
however, true only over short periodt:l; in the long run the 
community will be amply rewarded. The reduction in the rates 
will be utilised in the initial stages Ly the industrialists; they will 
be better able to stand the foreign competition. This willl'E'sult in 
increasccl production and lower cost per unit and the general 
prosperity of tradc and industry. Tho industrial competition will 
filter down the fruits to the consumers in the long run. Internal 
industries have \Jotter claim for lower rates to port towns where 
foreign competitors have their stronghold. 

SHOLAPUIl COTTON MILLS 

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

RATES ON RAW COTTON 

Cotton is the principal raw material and coal and mill stores 
come next in order of importance. As regards coal supplies the 
mills get their requirements from Iksaria and Ballarsha. We shall 
have to discuss this question in a separate chapter Lnt it should 
be mentioned here that the railways have lowered rates on coal from 
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time to time thongh the policy pursued has been too conservative 
and the reduction inadequate. Halting and half-hearted maasures 
have been the sine qua non of the Indian railway policy in general. 
Apart from this, tho rates on cotton booked to the millB have 
been frequently complained of. We shall, therefore, examine tho 
rates on raw cottnn anLl mill stores in the present chapter. The 
rates on cotton (raw) full-pressed booked to Sholapur have been as 
follows1 

:-

From, 

Jalna 

l'&rooni 

Purna. 
Basmatnaga.r 

Dh&rma.bad 

Uma.ri 
Sa.ilu 

Pandharpur 

Barsi Town 

La.tur 

Nanded 
Bombay 

Rate. 

1927 

I H 4 

1 15 1 

I 13 6 

1 H 10 

I 9 6 

I 10 10 

2 0 11 

030 

o 8 0 

I 12 1 

Rate. 
1928 

I H 4 

I 15 I 

1 13 {j 

I Ii 10 

I 9 6 

I 10 10 

2 0 II 

o 3 0 
6 8 0 

12 1 

Rate. 

1929 

I Ii 4 

I 15 I 

I 13 6 

1 14 10 

1 fl 6 

1 10 10 

2 0 11 

o 3 0 

080 

12 1 

Rate. 

1930 

1 4 5 

I 0 0 

o 0 

o 0 

o 0 

o 0 

I 0 0 

030 

·0 8 0 

o 0 

Ratt. 
1931-32 

1 0 0 

1 0 0 

I 0 0 

I 0 0 

100 

I 0 0 

1 0 0 

o 5 4 

o 3 0 

080 

o 0 
I 8 1 

It will be seen that the Railway anthorities have removed 
anomalies and reduced the rates so that the mills have now been 
lliaced in a better position in rmlpect of raw cotton. This action of 
the authorities is commendable. In face of these reductions 
the continuance of the rate from Bombay to Sholapur at 
Rs. 1-8-1 is ridiculous anti it is hoped that this will also be 
Boon reduced because it violates the difrerential clanse. The 
aforesaiu reduction!3 are due mainl)'" to the reductions of the N. W. 
Railway, though the G. I. P. Railway has also rednccu its share 10 
Rs. 0--4-7, in case of the traffic booked to Sholapur via Waui. On 
the whole, however, the Sholapur mills have more equitable rates 
on raw cotton. 

1. 'Ye are indebted to Messrs. Moro.rjee Gokuldas, the Managing Agents 
of "the Shol8,pur Spinning and ·Weaving MitIs", for having supplied U!:l 

the information. 

R-9 
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MILL STORES 

The Sholapur mills, us previously referred to, get their storcs 
from Bombay and the frcight charged pCI' maund is submitted 
below:-

Sulphide 
Ta.llow 
Fa.rina 
Epsom salt 
Machinery 
Luhg. Oils 
Sa.go Flour 
DruDls Dyes 

1927 
o 10 11 
o 10 11 
o ,0 11 
o 15 7 
o 10 11 
o 10 11 
o 10 11 
o 15 7 

1928 
o 10 11 
o 10 11 
o 10 11 
o 15 7 
o 10 11 
01011 
o 10 11 
o 15 7 

1929 
o 10 11 
(j 10 11 
o 10 11 
o 10 11 
o 10 11 
o 10 11 
o 10 11 
o 11:' 7 

1930 1931-32 
o 10 11 o 10 11 
o 10 11 o 10 11 
o 10 11 o 10 11 
o 10 11 o 10 11 
o 10 11 o 10 11 
o 10 11 o 10 11 
o 10 11 o 10 11 
o lG 7 o 10 11 

As can be seen from the table all the different kinds of storcs 
are treated on t.he same footing and quoted equal rates. This is 
indeed anomalous. It wonld he interesting to examine these rates 
in detail. The rates in 1927 show that Sulphide, Tallow, Farina, 
Machinery, Luhricating oils and Sago Flour were quotcu eqnal 
rales of Rs. 0-10-11 pCI' maund, while dyes amI Epsom Salt were 
chargecl higher rate of Us. 0-15-7. '1'0 class dyes and Epsom salt 
together is anomalous. Bcshlcf:I the policy of charging higher rates 
on Epsom salt than on Tallow is questionable. The difference in 
value of dyes and Epsom 
rates charged should differ. 
should be revised. 

salt is considerable and therefore, the 
In short, it i~ neccssary that the rates 

RATES TO AHMEDABAD AND SIlOLAPUR COMPARED 

Further, the rates arc absolutely high. This will be evident 
when we compare the rates charged on different varieties of mill 
stores from Bombay to ~holapur on the G. 1. P. Railway and from 
Bombay to Ahmed.uad on the B. n. & C. I. Railway. 

Rates per mauna 
To Sholapur To Ahmedabad 
(283 mi lea.) (308 mile,.) 

R .... p. Rs. 0.. p. 

T.llow o 10 11 o 13 3 
Fa.rina. o 10 11 0 6 1 
Epsom salt o 10 11 0 8 9 
Ma.chinery o 10 11 0 8 9 
Lubg.oils o 10 11 o 12 3 
Sago Flour o 10 11 0 G 1 
Dyes o 10 11 o 12 3 
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It is clear from the above table that the rales on the G. I. P. 
Railway for certain articles arc higher than on the B. B. & C. I. 
Railway even though the distance to be traversed is less. We have 
already seen that the B. n. & c. 1. Hailway has raised the rates on 
tallow an(l lubricating oil considerably over the pre-war level 
and that they should ve rc<luccd. Excepting on a few articles, the 
G. I. P. Hailway is charging very high rates. Farina., for instance, 
is charged Us. 0-G-1 in wagon loads on the 13. B. & C. 1. Railway 
whereas tho G. I. P. HaUway charges for lower distance Rs. 
0-10-11. iOimilal' is the case with Sago Flour. Undoubtedly the 
G. 1. P. has to carry the tl'llilic over the Ghats, but this does not 
jUl:ltify !:luch n dilfcl'cnce awl the rate's need to he reduced especially 
on Farina, Epsom salt, Machinery and i)ago Flour. The f:iholapur 
mills arc thereforo at a relative clba(lvallta.~e in respect of mill 
stores supplies, not only in relation t.o 130m Lay Lut also with 
Ahmedavad. 

HATES ON PIECE-GOODS ~'ROM SHOLAPUR 

Sholapur mill~ sond their finished goo us, among others, to 
the following important centre's :-

Di8tance. J.Yame of Centre. Rate per maund. 
Ra. 11. p. 

283 B(JmhilY I 8 I 
1,323 Calcutta 3 ! ! 
),058 Delhi 3 ! 0 
1,346 Amritsllr 3 15 7 

U4! CGwnpQre 3 8 6 

884 Agra 3 8 4 

Resides these, Sholapnr mills semI their gooJs to other markets 
like Bangalore, :Madl'as, Poona, LutnI', Pandhal'pnl', Ajrner, etc. In 
Madras, Sholapur cloth has to compete not merely with the 
imported cloth but also with locol produce. In this market 
Sholapur mills cannot sell certain varieties of piece-goods with 
profit because of the transport costs. This is indeed unavoidable. 
Local millt; at Thladras also specialise in "Checks" and similar 
varieties and therefore, it is but natmal that they should have 
ad vantage in local market against the distant competitors. In fact 
the competition between the Madras and Hholapur mills anJ the 
foreign imports has incrcased considerably and the cost of transport 
is attracting greater attention of the industrialists. 
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Sholapur mills sell their finished goods f. o. r. Sholapur, and 
therefore, the railway freight has to be paid by the selling agents. 
This selling anangement has given rise to certain misgivings about 
the freight position. The Railway authorities have frequently 
w"veel the claim for rednction in rates on tbe plea thnt Sholapur 
mills, because of the several ad vantages they possess, nro ahle to 
produce goods cheaply and they sell their goods f. o. r. mill site. 
The selling agents or the middlemen can afford to bear higher 
freight; This is a very popular fallacy, and one wonders to see 
this fallacious reasoning being advanced by the railway authorities. 
They argue that the mills at Sholapnr sell cloth f. o. r. Sholapur, 
the middleman can afforil to buy at Sholapur, rail to Bombay at 
our' C' schedule and sell in Bombay cheapcr, weight for weight, 
than cloth made in Bombay. Since that is the ease, it is apparent 
that our' C ' schedule is not greater than tho traffic can bear. In the 
first place, the Sholapur mills compete in Bombay market not merely 
with the local produce but primarily with the foreign imports. 
Granting that the cost of production of the Sholapnr mills is lower 
than that of the Bombay mills it is no function of the railroad to 
expropriate the business profits by raising the rates charged. We 
have already seen that the 'c' schedule rates, which the G. 1. P. 
Railway charges on piece-goods bookeu from the internal centres of 
production, are relatively unfair when compared with the lower rates 
charged from the port town. To au industrialist relative level of 
rates is of greater concern than the absolute one and more so when 
the competitor is stronger. The policy of charging higher rates 
from Sholapur than from Bombay can scarcely have any justifica
tion. The defence of higher transport charge on the plea of lower 
cost of production of the industry is obviously one of taxation. If 
the Shol.pur mills produce at a lower cost they will sell at a lower 
price due to industrial competition am1 the benefit will go to the 
community. This will result in increased demand for piece·goods, 
especially for Sholapur production, and the mills will be able to 
lower their cost per unit by adding to their output. This will 
benefit the railways as well, because they will be able to get better 
aggregate profits by carrying greater trallic at a lower cost per unit. 

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

1. Vide, Caa. No. XVI, Pleading, P. 6. 
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important llpcollntry markets. The Sholapnr mills specialise in 
the production of certain cloth well suited to the needs of Northern 
India, but the freight charge was unduly high. Therefore, the 
Amritsar and Delhi cloth merchants in conjunction with the 
Sholapur mills made a representation to the Railway Rates 
Advisory Committee against the unreasonahleness of rates. The 
complaint in both the CaRel'i l wn~ tklt the railway freight on yarn 
and piece-goods despatchccl from Sholal'm to Delhi ancl Amritsar 
was heavier relatively to distance than the fl'cip;ht from Bomhay 
and Madras and that undue preference was heing shown 
thereby to Bombay ancl Madras against 8holapur, causing prejudice 
to the cotton mills in Sholnpur aTHI to the cloth merchants of Delhi 
anu Amritsar dealing in Sholapur good~. The prevailing 
rates ,,,,ere :-

From To Di·dan('(!, Rate !per mallnd. 
(miles) Rs. n. p-

Sholapur Amritsllr 4,346 4 G 2 
Bombay 1,245 3 8 2 
Madras 

" 1,857 4 4 8 
Sholapur Delhi ],058 4 0 7 
Bomhn.y " 957 210 3 
M&dra.s 

" 
1,508 4 0 0 

The applicants contended that high railway freight charged 
from Sholapul' reRt.ricted the Srlles in com11etitive markets because 
there is no material difference in price quotations of various mills, 
f. o. r. mill site. Besicles, from their Imsiness experience they 
found that the consnmerS in Northern India pl'E'fcrrf'd to purchase 
the goods of 8holapur mills when the prices of similar competing 
goods were equal. Because of the higher fl'cjght from Sholapur, 
cloth merchants in the upcountry markets were forced to mako 
their purchases at Born bay. 

The G. I. P. Railway contended, per contra, that they were 
charging maximum rates except when forced by competition. 
They said that there are compotitive routes from all the three 
centres-Madras, Bombay and 8holap\1r-to Amritsar and Delhi, 
and therefore the rutes were adjusted accordingly. Lower rates 
were quoted because of the alternative sea-cum-rail route and 
neutralised the geographical advantage of 8holapur being near the 
market. They further argued that the reduced rates from Madras 

1. Vide, Cas. No. XIV and' XVI. 
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and Bombay were keeping down the rates from Sholapur. If 
these were not quoted, traffic would pass by alternative routes with 
the result that the standing cost of the railway would have to be 
borne by fewer items of traffic. 'fa the extent, therefore, that the 
rates from Bombay and Madras, after paying the out-of-pocket 
expeuses of carrying the traffic,leave something to contribute towards 
the standing costs, tend to keep the rate from Sholapnr at a lower 
level than it wonld be if no attempt was made to atlract the 
competitive traffic1

. As rc/.,rards the effect of pl'evailing rates on 
traffic booked from Sholapur, the railway argued that considering 
the size of the industry in Sholapur as compared with that in 
Bombay, the traffic i.':l moving in reasonable quantities from Sholapur 
at the existing rates. Besides, the difference in freight from Sholapur 
to Amritsar, and Bombay to Amritsar amounted only to 2 pies pel' 
maunu, which could have no effect upon the selling price in 
Amritsar. For the reasons aforesaid, the G. 1. P. Railway contended 
that the existing rates were reasonable and that any further 
reduction would constitute unduo preference2

. 

The Rates Advisory Committee examined the case and made 
recommendations in favonr of rednctiomt But hefore reviewing 
the Report of the Committee we propose to examine the proceedings 
which are full of valuable information. It was brought out that 
the earnings per ton derived by the G. I. P. Railway from the 
tonnage in piece-goods carried ,,,ere higher in the case of Indian 
goods than on the European or imported goods. '['he statistics 
quoted wereB 

:-

Earnings per ton on piece-goods. 
Year 

1919-20 
1920-21 
1921-22 
1922-23 

European 
(R.,. per Ion.) 

17 
16 
27 
:m 

[ndt'un 
(R,. per Ion.) 

30 
31 
33 
40 

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

1. The Agent, G. I. P. Railway, Cas. No. XIV, Pleadings, P. 14. 
2. The Agent, G. 1. P. Railway, Case No. XIV, Pleadings, P. 7. 
3. Proceedings, C.se No. XIV and XVI, P. 53. 
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impervious railway policy. Ou the solemn plea of port and inter
railway competition the Indian railways have kept rates at port 
towns like Bombay, Calcutta, Madras and Karachi lower, just 
enough to cover their suplementary costs and leave a residual 
share to meet the fixed costs, whereas the internal traffic has 
to bear not only its share of the total costs but also of the total 
traffic. Thus the internal tralIic has to maintain the railway system 
and the imported traffic reaps the advantage Ly paying a little over 
its out-of-pocket expenses. The practice of attracting extra traffic 
at costs just a little aLove its supplementary costs is permitted and 
prevalent in railroad operation, but this is true only to the extent 
of utilising the unused capacity of the plant which would 
otherwise run to waste. This, however, cannot and does not 
hold good of the imported traffic which pours in from every 
port of Inuia in considerable bulk. 1 The inter-railway compe
tition, especially when most of lhe railways serving'lhe major 
ports arO both ~tatc-ownc<l and ~tate-llanaged, is highly pernicious 
and suicidal to Inuian trade and. indm;try. A co-onlinaied trans
port policy, embracing all the varied transport agencies, is the 
propel' remedy. 

The Committee found that as a matter of fact the G. 1. P. Rail
way rates from Bombay and Madras to Delhi and Allritsar were more 
favourable than those from tlholapur to those places.' The rate 
pel' maund froll ~ho\apur to Delhi for traffic booked to Amritsar 
was Rs. 3-6-6 whereas for Delhi proper it was Rs. 4-7-0. For the 
same market when goods were booked from Bombay the rate 
charged was Rs. 2-9-3, whereas Sholapur manufactures paid Re. 
4-0-7. Thus, apart from other advantages the Sholapur mills were 
handicapped to the extent of 57% as against their Bombay compe
titors. It was shown that as a result of the present rates policy 
coarser goods were charged a higher rate than the finer goods. 
This is attributed to lho fact that railways do not distinguish 
between the two and charge according to weight. 

1. "The whole piece·good, traffic of India in 1926·27 was 8678 million 
yards of which a little over 1788 yards were impol'ted whether it be 
to Calcutta, Karachi or Bomba.y, because there is competition between 
these three places. 11 

Vide, Remarks of the President, P. 61. 
2. Remarks of the Prt:sidellt, IProceedinga.' P, 51. 
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The Committee heh! that 'Sholapur was being prejudicially 
affected. 1 

, After a careful scrutiny of the evidence before them 
they remarked "every thing, therefore, points in equity to the 
reduction of the rates from tlholapur so as to place them relatively 
as near as reasonably possible on the same basis as Bombay.'" The 
Committee, therefore, recommended that the rates for piece-goods 
from Sholapur to D01hi shoulu be reLlueeLl from Rs. 4-0-7 to Rs. 
3-1-0 per maund anu from SholapU!' to Amritsar from Rs. 4-5-1 
to Rs. 3-15-7 per maund, the reductions in the latter case being 
confined to G. 1. P. Railway's proportion only. The Government 
of India accepted the rccommenuation as an experimental measure 
anu the G. 1. P. Hail way accoruingly reduced the rates as aforesaid 
from 1st February 1930. 

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

THE NAG PUR COTTON MILLS 

We next turn to the study of the railway freight paid by 
cotton mills in Nagpur. It noed not be emphasised here that 
Nagpur is an important centro of cctton indu8try and the Empress 
Mills are one of the best equippell mills of this country. Startell 
by the late Mr. J. N. Tala in 1HH7 the }jmpress Mill of Nagpur 
has recorlled steady progress ami to-day it represents the cotton 
industry of Nagpur. In efficiency it sets a standard to most 
upcountry centres. If one compared the cotton mills of Cawnpore 
to the Empress Mill of Nagpur one would notice a great difIerence 
between the two. Expert visitors both foreign and Indian have 
spoken in high terms about the Empress Mill. It can stand 
comparison with the best mills of Bombay. Therefore the railway 
transport costs of this Mill will be a good indication of the effecls 
of railway rates on the development of cotton mills in general. 

1. Vide, Report of the Rate, Ad vi,ory Committee, P. 6. 
2. Supra. P. 7. 
3. Vide, Report of the Rate Advisory Committee, r. 8. 
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RATES ON RAW COTTON 

It will be recalled .that cotton is grown in the vicinity 
of the mills but uno to lhe difference in the quality of 
different varietieFl grown and their general low staple cotton is 
hrought from distant centrcf:) as well. Oomraa is purchased from 
Berar, and Broach anll Snrti-Hroach from Rul'ut. and Navsari, 
Mughlai from Dmri, Comptah anti Dharwar from Gadag anti Hubli, 
Cambodia from Til'uppur, Punjab-American froru the stations in 
the Punjab, and Uganda anu Egyption cotton i~ imported via 
Bombay port, Thus Nagpnr mills use both long-s\'~ple and short
staple cotton and the advantage in respect of raw cotton over the 
Bombay mills is not so groat as is popularly made out. It is neces
sary to clear our position on this point which is often exploited by 
the foreign intcrost as well as the impervious railway authorities 
who exaggerate the geographical advantage of the mills of being 
in the vicinity of cotton tracts_ Whereas it would be idle to deny 
that the mills at Nngpur get certain varieties of raw coHon in the 
areas close by, at the ~amo time it should not he Qvel'lookf'd that 
to meet their total requirements cotton from distant arcas has to be 
brought, and as the cotton prices are determined by the B'Jmbay 
qnotation, wherever transport charge higher (han that to the 
nearest port has to be incurred the dill'crenee clearly falls on the 
manufacturer and to that extent puts the Nagpur manufacturer at 
a relative disatlvantage_ Besides, upeountry mills have to purchase 
the variety of cotton thcy need during the gcason and stock the 
lllaterial. This is a ckar disadvantage uecause not merely i.~ the 
capital locked up but the mills are unable to hedge themselves 
against the fluctuations in prices. 

It will, therefore, be clear that the advantage in respect of 
supplies of raw cotton is neutralised_ We put in appendix II to 
the chapter a statement of the freight on cotton full-prossed per 
maund as charged in 1914 and to-day.' 

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

1. For dates of Bowing Ilnd picking cotton Bee Pearse, A. S. U The Cotton 
Induetry of India," p. 46. 

R-IO 
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by the N agpur Mills for their raw cotton suppJies. It will he seen 
that even frolll the stations which are in the vicinity of li'agpnr, 
Hke Wnrdha, Hinganghat, Dhamangaon, ~Tarora and Amraoti, the 
ratC's in the post-war period have been hca,'ily raised, the percen
tage of increase val·ying from 50 to 76. While uiscussing the rates 
on l'rnv cotton, it will be recalled, we noticed the anomalies in 
rating in the pre-war 11eriod which were removed by raising rates 
from all thoso statIOns where formerly they were lower. This was 
indeed IaYOllrau}c to the l'aihvay al1thoriti€'R and in consonance with 
the prevalent policy which has been to earn lnaxinnun profit 
with minimum of traffic. 'fhe cnlth·ator of cotton has been 
adversely afl'ecterlllCcausc while tho prices of cotton have recorc1ed 
a steep decline the l'ORt of tran~llort has continned at the pitch 
fixed (lnring the homn. rrhf' cotton mill industry has nlf:io l)('(>n 
a(l\"(,l'~C'ly affected bCC.allS(' of he'(.lvy cost of tram;llort., hoth of raw 
cotton anlt finished goods. The inCl'!;'(lH(, of 75 p('[- cent. iH indeeu 
very heftvy in view of the prevailing price'S and puts the incligE'nonS 
luill indmlt.I'Y at a sC'riom~ disadvantage in competition with the 
foreign imporlers. 

'rho increase in freight for othrr \'arities of cotton has hpcn 
still higher as "'ill he seen from t.he> prC'ceding Htatrmcnt. Hurt.i~ 

Broach cotton is uronght from Gujarat d.uring the picking season, 
amI the freight on it from Burnt and NavaH..'l.ri ~tations which waH 

Re. 1-0-0 aurl He. 1-1-;; in lali is Us. 2·4-0 and Hs. 2·5·0 lWI" lllound 
respectively in l!1!12, the increase of 12!1 and 111 pcr cr-nt. For 
l\!ughlai cotton hronght from UlHri (via Bnllal'sha.) the fl'{'ight is 
raised frolll Us. 1-7 -a to Us. 1-15-10, all increase of ahont C2 per cent. 
This incroas" bccomcH so gin ring whon wo recoll"ct that thc rate 
chargeu in lD14 waS for distance of G02 milCH via Manmad, the old 
route. Now, th(~ Hhol'iel' route via Ballal'sha, Wllich has reduced the 
distance from 602 miles to 50:\ milCH is heing used and still the rate 
charged is higher by C2 per cent. The Gadag and lIubli rate has 
been raised still higher in spite of the reunction in mileage to be 
traversed_ From Gadag (via Hotgi and Manmad) the freight 
charged was Rs. 2-2-4 for 904 Illiles in 1914, and to-day via 
Ballarsha for 580 miles the freight charged is Rs. 3-1-1,an increase 
of about 91 per cent. for the distance lower by about 40 per cent. 
Similarly, from IInbli for 946 miles (via Hotgi and Manmad) the 
rate in 1914 was Rs. 1-9-7 anu to-day for 616 miles the rate is 
Rs. 3-2-11, an increase of about 209 per cent. The rate from 
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Tirrupllr, from where Cambodia cotton is brought, was Rs.1-15-lL 
in 1914 for 1251 miles (via Jalarpet and Raichnr,), and now the 
rate has been raised to Rs. 3-9-1 for 915 miles (via Jalarpet and 
Ball.reha), an increase of about 153 pcr cent. notwithstanding the 
lower distance over which the tonnage has to be IJalllc(1. Thns, not 
only is the imligcnouB industry de-pri ved of the advantage of tho 
shorter route in form of lower rate but the rates have [wen raised 
to a very high pitch. 

Cotron is the most important· raw material of the mills and 
the heavy freight charge levi('d by the railways is yitally aiTf'cting 
the textile industry. Reduced uemand for cloth due to intimltrinl 
ucpresBioll, growing unemployment and catastrophic fall in tho 
prices of agricultural produce which has seriously impaired the 
purchasing POWl'l' of the ::Igl'icnltllral cla~t4, :lIHl the fall pari passn 
in t.he cotlon prices llreS:"l the ncc('s~ity [or the l'C'lluction ill l'ail\Yay 
freight lest the indigenons in(lnstl'Y ::;honl(l get d(~vHalis('d, if l10L 

nctnallYRHcC'llmhed, nnd('l' t.he preSSllre of tho afol'Psnid ciJ·cumstancC's. 
The incidence of railway freight on l'ft\v colton hit;;! nearly dou1)led 
as can oe seen from tho table submitted oolow:-

Relative cost qf colton laid down at Na{)lmr 

(Pel' 392 lbs.) 

1913-14 1930-31. 

Cost. Freight. Propor- G08t. Freight. Propor-
tion. tion. 

Umri 150 7 2 0 {·S p. o. 118 9 8 0 8 p. o. 

Hubii IuS 7 10 0 5 " 
lilO 15 3 0 10 

" 
Navsari 16i r. 3 0 3'2 

" 
17l II 0 0 6··! 

" 
IIinganghat 13G I 5 0 '9 " 126 I 15 0 hi 

" 
Dhamangaon 153 I 7 0 '9 " 113 2 2 0 2 

The increase in the incidence of freight is clear from the 
columus 4. and 7 and needs no emphasis. A substantial reduction in 
railway freight is necessary. Strong protests have been raised, 
first by the Initian Central Cotton Committee an,l suhsc(juently by 
the various members in the Legislative Assembly and the Councils, 
against the undnly high rates and it is very unfortunate that the 
reduction has heen delayed so long even though most of the 
important railways are owned and managed by the State. 
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RATES ON MILL STORES 

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

Rales per maund from Bombay 

Commoditt/. Current P1'e-lfar Percentage 
Rate. Rate. increa8e. 

Rs. a. p. R8. a. p. 
Ma.ohinery 1 3 2 1 0 7 11 
Stationery 2 6 0 1 13 9 24 
Dyes (Aniline & Alizarine) 1 11 10 } 1 2 9 

48 
" (Indauthrine) 1 3 2 2 

Epsom Salt I a 2 o 16 3 19 
Magnesium Chloride 1 3 2 o 15 3 19 
Acid, Sulphuric 2 0 0 01:) 3 107 

" 
Hydrochloric 3 7 2 2 12 2 25 

China. Clay 1 1 G o Hi 3 11 
Oil o 12 1 o 11 0 10 
Farina. 1 II 10 o J5 3 62 
Grea.se I 3 2 o 15 3 10 
Lea.ther Belting 2 [, 0 1 1:3 B 24 
Packing Paper 1 I 2 0].1 0 30 
Stra. w Boa.rds 1 1 6 o 15 3 II 
Asbestos Sheets. 1 11 10 I 5 7 29 

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

RATES ON PIECE-GOODS: PRE-WAR 

From raw cotton we next pass on to the stuuy of freight on 
yarn and piece. goods. Railway rates as charged in 1914 from 
Nagpur to 80me consuming markets are given below :-

Freight to various centres from NafJPur 

Mileag< 
Recei'l.,ing Rate per llIileag6. Receivino Rate per 
Stations. maund. Stati07'ls. maund. 

Rs. n. p. Rs. a. p. 
49 Wardha 0 3 9 553 Poona. I I II O.R. 

114 Amraoti 0 7 10 581 Puralia 1 1 5 .. 
158 Akola 010 6 589 Chakulia o 14 0 .. 
188 Raipur 0 6 70.R. 592 Buxar 1 15 9 .. 
196 Nandura o 13 1 639 Bankura 1 3 1 .. 
222 Howbagh 0 7 90.n. 639 Midnapur o 15 2 .. 
257 Bilaspur 0 6 8 .. 701 Shalimar 011 8 .. 
259 Jalgaon 1 1 3 814 Cuttock 011 3 

" 520 Wadi Bundar 011 BO.R. 
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PREFERENTIAL RATES. 

In the selection of the above rates the primary object is to 
demonstrate the disparity in the quotations of freight to different 
stations. It shoulcl he mentioned at tbe outset that whereas to 
c~i·tain stations rates at owner'::! risk were qnoted otherS were 
denied that facility, which helped to accentnate the disparity be
tween the rates quoted to different consuming markets. For in
stance, whereas to Akola for 158 miles the rate was Rs. 0-10-6, to 
Raipnr for 188 miles Rs. 0-6-7 and to Nand1ll'a for 196 miles 
Rs. 0-13-1 were charged. 'fhe conSumerS at Raipnr had advantage 
over these at either Akola or Nandnra. Again the rate to 
Howbagh for 222 miles was Rs. 0-7-9 and to BilaRpur for 257 
miles Rs. 0-6-8, ooth hein.g at owner's risk. Here the rate was 
preferential in favour of Bilnspul'. Fm'ther, to Wadi BundaI' for 
,,20 miles the freight was Rs. 0-]1-8, to Poona for 553 miles 
Rs. 1-1-11 and to Pl1l'alia for 581 miles Rs. 1-1-0. A highel' 
charge waS made for a lower distance. This is not a11. Whereas 
the rate to Cuttaek for 811 miles was Rs. 0-11-:3, to Shalimar for 
701 miles it waS Rs. 0-11-8, and to Wadi BundaI' for .520 miles 
Rs. 0-11-8. InRtances of preferential raleR can 1>e multiplied; 
rate-making n10n was rcpkte with anomalies. These anomalies 
have now heen reduced, as ,vc shall presently see, by raising the 
rates from those stations where they wcre low. 

INCREASE IN RATES AXD THE INCIDENCE ON TRAFFIC 

It will be seen from the statement appende(] to this chapter 
that the increase in rates to Some stations has been appreciably 
greater than to other stations an" the reason is not far to seek; 
rates have been equalised. The general level of rates has risen 
though preferential rates have been eliminated. Thns, the rates to 
Bilaspur, Wadi BundaI', Sholapnr, Midnapur, Madras, Shalimar 
and Cutlack have been doubled in some cases and trelJled in otbers. 
This high increase in freights has restricted the markets of 
indigenous mills. Besides, the anomalies in rating still persist. 
Whereas to Wadi Bundar, where ghats have to be traversed, the 
freight is Rs. 1-11-10 for 520 miles, to Sholapur for 553 miles 
the rate charged is Rs. 2-11-8. The traffic to Sholapur is therefore 
blocked. Here, too, it should be noted that the rate to Wadi 
Eund" is kept at Rs. 1-11-10, though it has been raised 
lJy abont 137 per cent. over the pre-war level, to meet tho 
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port competition, le3t tho traffic in raw cotton shonld get 
diverted to Howrah. Again, the freight to Poona for 5.53 miles is 
Re. 1-14-7, and to Indore for 384 miles Re. 1-14-1; the difference 
between the two being only of 6 pie~ ,vhereas the di~tance is 
greater by 169 miles. Internal centres have to pay higher rates 
than those near the port. Further, rates on the G. 1. P. Railway 
are unduly high; for instance, to Shalimar for 701 miles freight 
is Re. 1-14-4 and to Madras for 682 miles it is Rs. 2-6-9, though 
there are no ghats to he crossf'd. In ShOI't, the reuucLion in 
rates is nrgently needed so as to help the expansion of loeal 
mills. 

It should hc mentioned at this stage that internal mills are 
sel'iously handicapped in standing the competition of importefl 
piece~goods at the port towns due to high raihvay frPlght and the 
longer distauce OvOr which the goods have to he hauled before they 
reach the port markets. On the contrary, the pcuelt-ation of import;! 
is fostered hy qnoting numerous station-ta-station rates from the 
ports to internalmarkcti':l, flO that the local mills find the impOl'trl' 
a formidable competitor evC'n in these market.st . ThiH Imnefnl 
stimulation is the offspring, partly of the inkl'-l'aihvay and 
port-to-port competition aud partly of the deliherate railway 
policy of fostering the inroad of imports in the interior so as to 
neutralise the effect of protective tariff. We quote below a few 
from the large number of relatively favour.hle rates quoted for 
traffic from Bombay which help to swell the imports of foreign 
goods to the detriment of local mills ;-

Mileage From Bombay to " Special Ordinary 
O. R. rate O. R. rate. 

Rs. 8. p. Rs. 8. p. 
476 HOBhanga. ba.d 2 1 2 2 8 G 
521 Bhopal 1 15 4 2 10 IO 
353 Khandwa. 1 7 6 1 13 11 
531 Betul 2 6 2 2 12 9 
702 Jhll.Dsi 2 7 0 3 4 0 
858 Muttra. 2 711 3 12 6 

These red need station-to-station rates quoted from ports to the 
internal centres speak fOl' themselves. It may be said that the 

1. It should be noted that numerous station·to-statioD rates a.re quoted 
from the port towns, but from the internal cotton mill centres such 
facilities are considerably restricted. Therefore, the local mills are 
placed at a serioua disadvantage in competition with the importer. 
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traffic from ports is quoted special rates because the distance is 
great and the traffic wonld not come but for that rate, which is 
undoubtedly a paying rate, and helps to extend the markets of 
Bomhay mill industry. That long distance traffic deserves 
encouragement in form of reduced rates can hardly be denied. 
But what needs emphasis is that similar reduced station·to·station 
rates onght to be quoted from the inh'l'nal mill cent res to important 
consuming markets, and in calculating the rates total distauce 
traverf:leu, irrespective of the di1Ierent lines, ought to be taken 
into account. 

THE CA WNPORE COTTON MILLS 

I~r,t us now examine the locution of Cawnporc colton mills 
in relation to railway freight. In tho preceding section reference 
has often hecn made that CawnpOl'e po~scsses cOIlsidC'I'able 
wlvantagc inl'cspect of railway fl'Pight in comparison with the 
Bomhay cotton mills, and therefore, in what follows wO shall 
critically analyse the tail way tranRpOl't pl'o11E'lll as affecting 
the Cawnpore mills and endeayonr to locale the comparative 
ad vant.age, in l'C's})ect of different articles, either l'aw matcrials 01' 

finished products. 

HATES ON HAW COTTON 

rrhc Ca,vnporc cotton mills manufacturc piC'cc·goous primarily 
of coarser varieties amI thrl'efol'c the new cotton they consume 
is of llll'diulll quality., Hence, their supply of raw cotton 
is drawn mainly from the Central Provinces and the cotton 
growing tracts in tl18 Deccan. '['he railway freight they have to 
pay works out as follows :-

Miles. Station Rute. ,Miles. StatioH Rate. 
from. Rs ••. p. from. Rs. n., p. 

594 Mall{apul' 2 3 11 G76 Amrn.oii 2 6 8 
627 KhamgBon 2 6 8 (;42 Dhama.ngaon 2 3 10 
626 Shega.on 2 6 8 611 'Vardha. 2 I 6 
649 Akola. 2 8 7 632 HinganghBt 2 3 3 
670 Dhuli& 2 3 3 666 Waroro. 2 5 0 
613 Amalner 2 I II 685 Chanda. 2 0 6 
610 Badners. 2 6 2 561 Ns.gpur I 12 II 
433 Ujjain 1 1 6 839 Bombay 2 4 I 

The rates portrayed in the preceding section when compared 
with those charged from other centres adverted to above 
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reveal the relative advantage 01' otherwise possessed by the 
Cawnpore mills in respect of their most important primary raw 
material. From the standpoint of railway transport costs, Nagpur 
mills arc most advantageonsly located, so far ai:l the aforesaid 
cotton growing tracts are concerncu. rrhe price of coUon lJcing 
regulated by Bomlmy quotation, the Nag]lUl' mills save a large ]Jart 
of the railway transport cost from the producing tracts to Bombay. 
But the Cawnporc mills have no such advantage. reI' contra, they 
are at a positive disadvantage when they l1urchasp their raw cotton 
from Bombay market and pay Rs. 2-4-1 per maund hy way of 
railway freight. This is a very interesting feature of the cotton 
trade as affecting the railway rates policy and the cost of proundion 
of the mills alike alHI needs to he explained a little further. 
Bombay mills have an advantage over the athol' centn's in as mueh 
as they can get a regular supply of raw cotton at hand, anJ arC 
immune from the day-(o-day fluctuation in cotton lll'iccs, with the 
aid of hedge contracts. Other centres, like Ahmedabad, Sholaplll' 
and Nagpnr, being located neal'E'1' the cotton gl'o,ving tractA, do 
make certain economies in railway transport charges by purchasing 
raw cotton from tho tracts in their vicinity during the harvesting 
season. But at lhe same time it was also noted that raw callan eon 
be purchased in these colton growing tract!:\ in the hal"'f'sting ~eason 
only, and not thereafter, hecau::le the primary producers, being in 
need of money, soll their produce immediately after the harvest, so 
lhat by the end of the harvesting season most of the coUon grown 
is sold out. Amongst the pmchasl'!'S arc the ag ents of the local 
mills, and the exporters. Therefore, tho local mills have (opurchasc 
their annual requirements of raw cotton and stock them in their 
godowns or else to purchase from Bombay and pay double railway 
freight. Therefore, the incidence of railway rates on the raw cotton 
consumed by the Cawnpore mills should be visualised in the light 
of the aforesaid facls. The practice of purchasing cotton differs with 
the different cotton mills; while some of them make their purchases 
through their agents from the cotton growing tracts during the 
harvesting season ami keep the stock for lhe whole year, others 
depend primarily upon the Bombay market for their supplies. There 
is a considerable difference, therefore, in the de facto incidence of 
railway freight when one or the other of the (wo systems of cotton 
purchase arc resorted to. If cotton is purchased from the producing 
aentres the railway freights tabulated above are applicable, but if 
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the mills do not purchase their total requirements during the 
harvesting season they have to pay higher railway freight. The 
total freight paid in the latter case is the railway rates charged from 
cotton growing tracts to Bombay plus the rate from Bombay to 
Cawnpore. It is clear, therefore, that of these two systems of 
purchase, the former is prcferable from the vicwpoint of railway 
transport, because the incidence of railway rates is lighter. Doubtless, 
there are considerations other than those of transport which affect 
the system of purchase but to consider these is beyond the scope of 
the present work. The statement of the railway problem is suffi
cient for our purpose. From what has been said above, we may 
safely conclude that Cawnpore mills are, on the whole, at a relative 
disadvantage in respect of railway rates on the raw cotton pnrchased 
from the Central Provinces and Khanclesh. 

However, Cawnpol'e mills are more fayourably locateli as COlll" 

pared with the other cotton mill centres, in respect of railway 
freight on the Punjab-American cotton. Special station-to-station 
rates are a vailablc from SOllO of the dispatching stations as tabulated 
below:-

Rates per maund to Cawnpore 
Station from Rate Slat ion from Rat. 

Ra. &. p. Rs. B. p. 
Jaranwala. 2 2 1 Sarodha 2 4 10 
Khanna. 1 .j 6 Sangla. Hill 1 15 0 
LyaUpur 2 0 6 Barnata I 6 7 
Nabha. I 4 9 Tarn Tnran 1 10 11 
Dhurri I 5 8 'Wllrburten 1 13 10 
Gojra. 2 2 1 Utulhna Saheb 1 14 4 

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

R-I! 
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RATES ON MILL STORES 

Stores are purchased at Bombay and Calcntta. Cawnpore is 
one of the most important railway junctions, and commands nnique 
rates facilities. Furthermore, it is linked directly to two leading 
ports of the conntry: the E. 1. Railway connects it with Calcutta 
and the G. I. P. Railway with Bombay. Since the railways 
serving the different ports compete inter se, Cawnpore gets 
reduced rates to and from both the ports. We submit below the 
station-to-station rates quoted from Bombay to Cawnpore on 
different mill stores. 

Oommodity Rate 
Rs. a, p. 

Soda 010 I 
Lubricating oils (Div. C) 1 2 0 
Machinery o 12 4 
Farina (bags), Sago· 
Flour (bags) 011 1 

Dyes 1 4 0 
Sulphuric noid, 
Hydrochloric aoid } 2 4 2 

ChiOBo Clay 010 4 
Packing Paper 011 2 

The most striking feature of the aforesaid rates is their 
relatively lower level. When these rates are compared with those 
charged to Nagpur, we find tbat even though the lalter is nearer to 
Bombay it has to pay higher railway freight. This is due to the 
port competition. Here it should be noted that Cawnpore is 
nearer to Calcutta than to Bombay and the ton-mile costs on the 
E. 1. R. are lower than on the G. I. P. Therefore, the E. 1. R. 
quotes lower rates to Cawnpore from Howrah, and the G. I. P. in 
order to keep a part at least of the total traffic on its own lines bas 
perforce to lower its rates. Suffice it for the present to note that 
this sort of policy is questionable, since it pnts other centres to a 
considerable disadvantage. 

RATES ON PIEOE-GOODS 

:Piece-goods manufactured by Cawnpore mills are sold largely 
in the markets in the vicinity of the mills, but a portion of the 
total output is despatched to distant markets as far as Howrab. 
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The statement submitted below portrays the marketing 
facilities. 

Rates per mauna on Piece.gaDa. from Cawnpare 

Mileage. Station to. Rate. Mileage. Station to. Rate. 

Rs. a. p. Rs, s. p. 
120 AlI.h.hod 0 6 5 87 EtAWBh 0 4 9 
202 Benares o 10 4 187 Fa.rukhabad 0 9 l! 
46 Luoknow 0 2 11 151 Agra. City 0 8 4 

127 Fyzabll.d 0 6 10 192 Aligarh o 10 2 
351 Patna. 1 2 5 271 Delhi 011 3 

240 Gaya. o 13 G 248 Morada..luw. o 13 1 
481 Bhagalpur 1 9 1 277 Meerut City 014 4 
631 Howrah 2 1 10 651 Amdtsar 1 13 3 

It will Le seen that Cawnpore mills have to pay class rates on 
their piece-goods, very few station-to-station rates Leing available. 
But, being located at a distance from the port and nearer to its 
lnarkets it gets substantial transport protection against the foreign 
competition in form of lower railway freight. However, the precise 
amount of advantage diITers in different markets in proportion to 
the distance of the market from the mills and the nearest port. 
Let uS take the concrete instances. The freight to Allahabad from 
IIowrah is Rs.l-U-l per maund, anil therefore, Cawnpore mills 
have an ad vantage of about Rs. 1-4-8. On the contrary. in BOrne 

markets Cawnpore mills have a positive disadvantage, like 
Bhagalpur, Howrah, etc. 

The foregoing study of railway rates, to and from some of the 
m1r" important cotton mill centres, conveys a fairly adequate 
impression of railway policy as affecting the development of cotton 
industry in India. Let us now put down the conclusion of the 
survey in brief outline. 

1. Indian Railways are not So planned as to meet ailequately 
the requirements of internal traile and industries, because, while 
the port towns are directly linked with the more important internal 
centres by single railroad system on the same gauge, the lines 
connecting internal centres commouly belong to different systems 
and involve more frequent break of gauge and consequent higher 
freight charge. 

I. We have been informed that on wagon loads Rs. 1~8·0 per maund is 
charged, from C.wDpore to llowrah. 



84 RAILWAY RATES AND FARES 

2. Railways pursue inllividunlistic policy in ratc mnking 
with the result thnt when a consignment travels over more than one 
l'nihvay system,-this ueing more frequent in the case of intcrnal 
tramc than to and from the port towns-the telescopic schedule 
rates, if any, are calculated. not Oil the total distance traversed. 1m!. 
on thp distance of the individual railroad sYf:ltcm. 

3. The general level of rates which was miscc1 in 1922. dnring 
the boom period, is now restricting the movement of traffic hecause 
the steep fall in the price level has sallstantblly raised the 
incidence of rates. 

4. The cotton mills shoulll ro·organise their sales departments 
anll. reduco the comprtition hchvceTl the internal millH, HO as to 
eliminate the waste in transport cost~. Centralisation of marketing 
arrangements would, clouLtlcss, yield more profitable results. 



APPENDIX I 
Raw Cotton carried on Class I Railways & the Earnings 

therefrom (in lakhs.) -
13. 11. & C. I. lOy. G. 1. 1'. Rly. N. W. llly. 

'l'ot,;~l on all 
Hailways. 

Year. 
~ ~ ~ 1:, ~ '" ~ gj, 

" " eo 
" 

to .S " .S " ·S ~ 
.~ ~ ~ ~ 

~ ~ ~ ~ ~ ~ 

" " " ~ " ~ " ~ 
0 ~ 0 ~ 0 ~ 0 ~ 

E-< ~ f-< ~ E-< >'-1 f-< >'-1 

1913-14 lfi.35 :.: 16,u 

1914-15 3.55 36.7 3.8 86.0 1.3 14.2 13.34 175.8 

1910-16 3.8 464 G.3 113.9 1.1 12.9 14.82 214.2 

1916-17 3.5 48.0 3.7 80.1 l.l 14.7 12.43 178.0 

1917-18 3.6 47.2 3.2 65.6 0.85 7.0 12.34 In4.4 

1918-19 3.8 55.6 3.3 7-\.5 1.3 1:1.6 12.97 188.0 

1919-20 2.9 59.0 4.9 129.1 1.6 23.4 lu.l 272.3 

1920-21 3.2 55.5 4.2 122.2 1.2 28.3 13.4 .2riS,O 

1921-22 3.3 62.0 !"1.2 1;,9.[) 1.3 34.0 14.7 317.1 

1922-23 3.2 88.4 4.9 185.6 1.5 39.4 13.3 375.7 

19n-24 3_2 8;',3 4.3 161.0 2.5 59.3 13.7 360.8 

1924-25 2.6 82.0 4.1 11)5.2 2.9 73.2 12.85 361.6 

1925-2G 5.1 108.6 4.3 140.6 3.63 107.8 17.1 416.3 

1026-27 3.5 &8.4 3.9 144.1 2.25 68.0 13.0 328.5 

1927-28 29 60.8 4.11 1513.3 2.51 86.8 13.4 3!J5.4 

1928-29 3.9 70.4 4.49 172_9 2.61 80.8 15.0 379.9 

1929-30 4.3 90_11 4.77 187.5 3.29 155.0 !7.0 450.2 

1930-31 3.1 67.0 4.4 174.2 2.4 90.8 13.7 382. 

1931-32 2.5 54.1 1.8 65.1 1.7 75.G 8.6 229. 

1932-33 2.8 55.7 2_6 94.6 1.9 75.1 10.2 264. 

1933-34 3.6 65.9 2.7 92.3 3.1 134.7 12.6 337. 
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Comparative Statement of Railway Rates of Freight on 

full-pressed Cotton from various centres to Nagpnr 
in 1914 and 1931. 

Rate per 

Rate per maund. maund, 
Mileage Forwarding per mile % 

from Station. in pies. of in- Remarks. 
Nagpur. crease. 

1914. 1931. 1914. 1931. 

Ra. a. p. !la. a. p. 

49 Wardha 0 2 9 0 4 10 .67 1.18 76.12 

70 Hinganghat ... 0 4 4 0 6 7 .74 1.13 58.70 

80 Dhamangaon 0 4 9 0 7 2 .71 1.07 50.70 

94 Warora 0 5 4 0 8 4 .68 1.06 55.88 

114 Amraoti 0 6 6 010 0 .68 1.05 54.41 

158 Akol. 0 8 2 o 13 8 .62 1.04 67.74 

454 Surat 1 0 0 2 4 5 .42 .96 129 

467 Navasari 1 1 5 2 5 0 .45 .95 111 

469 Kim 1 2 3 2 5 1 .47 .96 104 

(621*) 484 Dharmabad 1 8 7 2 0 6 .47 .81 72.34 *OId route 
(Via Ballarsha) via Manmad. 

(602*) 503 Umri (Via 1 7 9 1 15 10 .47 .76 61.70 'Old rout. 
Ballareh,) via Manmad. 

520 Bomb,y o 14 2 1 11 5 .33 .63 90.91 

(904*) 580 Q,d,g (Via 2 2 4 3 1 1 .46 1.02 121.74 'Old rout. 
Ballaraha) via Hotgi and 

Manmad. 
596 Aaarwa 1 4 2 211 8 .41 .88 115 

(946*) 616 Hubli (Vi, 1 9 7 3 2 11 .32 .99 209.38 *Old route 
B'llaraha) via Hotgi and 

Manmad. 
(1261*) 915 Tiruppur (Vi. 1 15 11 S 9 1 .30 .76 153.33 *Old route 

Ball,reb,) vi, Jalarpet 
and Ra.ichur. 
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Comparative Statement of Railway Rates on Piece·goods 
from Nagpur to various Centres in 1914 and 1932 

Milea.ge. Receiving Sta.tion. 

49 Wardha 

114 Amrao~i 

158 Akol. 

(432)* 186 Itorsi 

188 Raipuf 

(385)* 234 Hard. 

(432)* 243 Bhopal 

257 TIilaepur 

278 Burhanpur 

(321)* 297 Khandwa 

(408)* 384 Indore 

020 Wadi Bundar ... 

553 Poona 

(622)* 053 Sholapur 

596 Ahmedabad 

639 Midnapore 

(794)* 679 Delhi 

(1133)' 682 Madras 

701 Shalimar 

814 Cnttaek 

967 Amri .. ar 

* Old Route •• 

Rate per 
Rate per maund. maund, pcr % f 

mile in pies.. ~ 0 
----- Increase. 

1914 1932 1914 1932 

Ea. a. p. 

o 3 9 
Rll. 

o 7 10 
R.R. 

o 10 6 
R.!I. 
121 
RR. 

067 
0.11. 
121 

O.R. 
1 4 8 

O.lt. 
068 

O.R 
121 

O.H. 
121 

O.R. 
1 5 10 

O.R. 
o 11 8 

O.R. 
1 1 11 
0.11. 

1 1 11 
O.R. 

1 10 2 
RR. 

o 15 2 
O.R. 

1 15 3 
O.R. 
144 
O.R 

o 11 8 
O.R. 

0113 
O.R 

2 11 3 
O.R. 

Ra. a. p. 

o 10 6 .92 
R.!\. 

o 10 6 .82 
RR 

014 2.80 
RR 

1 0 0 .50 
RR. 

o 11 1 .42 
O.R. 

I 4 0 .56 
O.R. 

1 3 2 .57 
O.R. 

o 14 7 .31 
O.R. 

I 7 8 .78 
O.R. 

1 9 3 .73 
O.R. 

1 14 1 .64 
O.R. 

1 11 10 .27 
O.R 

1 14 7 .39 
O.R. 

2 11 8 .35 
O.R. 

2 14 8 ,53 
It.R 

2 2 4 .28' 
O.R. 

2 9 6 .47 
O.R. 

2 6 9 .22 
O.R. 

1 14 4 .20 
OR. 

2 11 5 .17 
O.R 

3 7 9 .48 
O.R. 

1.31 42 

1.11 35 

1.08 35 

1.03 106 

.71 69.05 

1.03 84 

,95 67 

.68 119 

1.02 31 

1.02 40 

.94 47 

.64 137 

.66 69 

.95 171 

.94 77 

.64 129 

.73 55 

.68 209 

.52 160 

.64 276 

.69 44 



CHAPTER III 

WOOLLEN INDUSTRY 

The study of the Iudian woollen industry is important from 
both the agricultural and industrial points of view. In many 
respects it resembles the colton industry, and yet has distinctive 
peculiarities of its own. In its agricultural aspect, unlike cotton, 
the production of raw wool is carric,] on primarily by lower class 
Hindus, having scanty resources. Looking to the conditions of 
the primary producer, one is not surprised to note the decadent 
position in which the. sheep.rearing industry l,as fallen to-day in 
this eonntry. The role, that improved sheep.real·ing and sheep. 
breeding industry could play in the economic reconstruction of 
this country, can hardly be exaggerated. It will make a sub. 
stantial contribution' in revitalising Inllian agriculture. On the 
industrial sille, an improvement in the quality of Inllian raw wool 
will give a much needed stimulus to the cottage and mill industry 
alike. 

DaSlS OF RAILWaY RaTES 

The important articles with reference to which the following 
study of railway rates is to be undertaken are wool, carpets, 
blankets and woollen piece-goods. 'i'his will give us a fairly good 
i,lea of the effect of railway rates on the development of the Indian 
woollen industry as a whole. Wool is the primary raw material, 
and therefore, the rates charged are very important, especially 
because the distance over which the article has to Le carried is 
generally great. Rates charged on auxiliary raw materials used by 
the woollen mills will also be studied. As regards the finished 
products, blankets and piece·goods are manufactured by the 
woollen mills, while carpets are turned out by the hand·looms and 
some factories. In what follows, therefore, we Pl'opose to study 
the basis of railway rates, which will be followed by a detailed 
review with reference to more important centres of production 
and consumption. 
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Wool, fuil'pressed, is classed as 4th, class R, R. in tho 
Indian Railways General Classification of Goods, This classifica
tion is followed on all the railways. On the G. 1. P. Railway, 
however, • C ' schedule is applied, the basis of charge being one 
pie per maund per mile. Wool, half·pressed, is classified as 6th. 
class R. R. This rate is subject to certain exceptions on the G. 1. 
P. Railway. 'fhe general rate over the G. 1. P. Section is 9th. 
class R. R. Over the 1. M. and A. D. C. Sections 8th. and 6th. 
class rates are charged, and on loads of c/81 6th. class R. R. and 
4th. class O. R. rates are charged, the minimum distauce of 
charge on these sections being 26 miles. Wool, loose, is classified 
as 8th. elass R. R. in the General Classification. This rate is 
subject to the nndermentioned exceptions on certain railways. 
On the B. & N. W. R. C/D -schedule rate is applicable at 
O. R. on wagon loads. On the G. 1. P. Sth. class R. R. rate is 
applied. 

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

ANALYTICAL STUDY OF THE RAILWAY RATES POLICY 

CAWNPORE 

Cawnpore is the most important centro of Indian wooHen 
mill -industry, having two woollen mills, one known as the 
Cawnpore Woollen Mills (Lalimli) employing about 2,416 persons, 
by far the largest woollen mill in the country, and another known 
as Baijnath Balmukund Woollen Mills employing about 250 men 
daily. Further, the Cawnpore Woollen Mills turn out several 
varieties of goods consumed in distant parts of the conntry. The 
production of wool being scattered and the output inferior in 
quality, the mills have to import wool of superior quality from 
distant centres both by sea and land. Needless to mention. 
therefore, that railway rates play an important part both in the 
cost of production of the manufactured articles and in their 
marketing. 

R-l~ 
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PRIMARY RAW MATERIAL: RAW WOOL 

As regards the supplies of raw wool, in addition to what is 
available locally, Cawnpore being a very important mart and a 
collecting centre, the mills draw their supplies from Tibet, Persia, 
Afghanistan, Central India and Australia1

, Australian wool 
is imported by sea, because both the Indian wool as well as that 
imported by land from Persia and Afghanistan is inferior in 
quality, Obviously, therefore, it can be rightly said that there is 
no competition between the two; 'they being altogether two 
different things', Finer varieties of goods are manufactured with 
Australian wool and coarser varieties with Indian wool. Coarser 
varieties are larger in quantity, "If you take the quantity -that 
is made out of the Indian wool," added Mr, Lilley, .. it is between 
80 and 85 per cent, as compared with 20 are 15 per cent. 
Australian wool.'" Making allowance for the improvements within 
the last 15 years, and the tendency towards the increased production 
of finer qualities, it may be said that the consumption of 
Australian wool is about 25 per cent. of the total raw wool 
consumed by the Mills'. The consumption of imported wool is 
therefore fairly large, and the tendency is nnmistakably towards 
an increase. 

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

1. In this connection evidence of Mr. Leney before the Indian Fiscal 
Commission is very Important. Vide, Evidence, Vol. I. P. 255-56. 

!. Ibid. P. 255 •• 
B. Ibid. 
4. Anticipating this telldency MI. Lilley retaarked: "P~obably the greatef 

portion of the imports will be in the finer qualities. We confine 
ourselves to mokinglow qualities with Indian wool". Ibid. 
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wool and its higher price, the rate of Re. 1-9-1 per maund at 
O. R. facilitates the consumption of imported wool, because from 
the other more important internal centres, like Fazilka, Beawar, 
Yaru, etc., the rates work out at a relatively higher level. The 
incidence of railway rates from the more important centres on 
the N. W. R. works out as follows:-

Miles Station from Rates per Maund. 
N.W. E. I. Total 

Rs. •• p . Rs.l1. p. Rs. n. p. 

886 Sukkur 2 0 8 0 13 7 2 14 3 
768 Multan City I 5 8 0 15 4 2 5 0 
592 Lahore 0 12 7 0 15 4 1 1111 
859 Daryakhan I JO 4 0 15 4 2 9 8 

1151 Varu 2 14 5 0 13 7 3 12 0 

The higher railway rates from the internal wool collecting 
centres are due partly to longer distance and partly to lack of 
special station-to-station rates at O. R. The question of distance, 
however, is important only in Some cases, because generally the 
distance between each of the internal centres from which purchases 
of wool are made and Cawnpore, is not longer tban that between 
Cawnpore and Howrah. Wool markets in the U. P. are, as a rule, 
located at shorter distances. The lead from some centres in the 
Punjab and the N. W. F. P. are in some cases longer. Therefore 
the plea of distance is not very material to the issue in hand. The 
important fact which seemS to explain the pOSition is that the 
Indian railways pursue an individualistic policy, and therefore, do 
not quote special station-to-station rates at O. R. from internal 
centres, because generally the total distance traversed is over more 
than one line, and in rating the lines take into account only the 
distance traversed on their individual lines. This puts a serious 
handicap in the marketing of indigenous wool as well as the 
woollen manufactures. The proMction of raw wool is thereby 
affected because higher railway rates restrict the marketing area 
and curtail the consumption of wool. It may be argued at this 
point, that the difference in railway rates is not so substantial, as to 
affect the output of raw wool, and more so because in India sheep 
flocks are not maintained primarily for wool; it being only a 
bye-product. This argument, doubtless, emphasises the remark
able feature of the production of raw wool in this country, but" it 
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seemi to neglect the fundamental truth that wool is a most 
important bye.product of Indian sheep, and that anything which 
helps to raise the cost of marketing is sure to have its repurcussions 
on the primary producer in the long run. The difference is only 
in respect of time. Woollen manufactures are also affected because 
the cost of primary raw material being raised, the selling price 
of the finished product is obviously higher, which affects the 
consumption generally. Here, too, it should be remembered that 
the effects of higher railway rates charged on wool on the sellin~ 
price of the mauufactured products differ with individual mills, 
because the cost of production depends upon several factors. 
But it cannot be denied that higher railway rates, so far as 
they are due to the individualistic policy of the railways, are 
a serious handicap in the development of the wollen mill 
industry in this country. It Should, however, be noted that the 
E. 1. R. has recently withdrawn' the concession rate quoted from 
Howrah to Cawnpore at O. R., so that to.day the actual rate charged 
is Rs. 2-0-10 per maund at O. R. on actual weight. This removes 
the disparity in rating which had hitherto favoured the imported 
stuff to the detriment of internal produce. 

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

When we consider the position of Cawnpore as a centre 
of woollen manufactures, we find that it enjoys more advantageous 
location, and therefore, can get its necessary Supply of raw wool at 
rates lower than those paid by some other mills, like those of 
Baroda, Mysore, etc. Besides, the Cawnpore Woollen Mills have 
an efficient system of purchase of raw wool, which helps thamiIls to 

,. Vide, E. 1. R. Tariff, Part I, ( 1934 ), P. 294, 
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get their wool supplies at cheaper prices than those of other mills'. 
Furthermore, in the markets in Northern India they have acquired 
!l virtual monopoly both in the purchase of raw materials and the 
marketing of finished prodncts, so tbat the railway rates are 
easily shifted over to the consumer. Again, the goods manu
factured by tbem, being of superior quality as compared with 
those of other Indian mills, the incidence of railway rates is still 
lower. Besides, the railways give better response to tbeir requests 
for suitable adjustments, because they are a big customer. Hence 
when we analyse the evidence tendered by the representatives of 
the British India Corporation before the different commissions, we 
find no serious complaint made against the rates policy. In short, 
therefore, their organised purchase of raw wool and better selling 
system, coupled with the varied and relatively larger output, enables 
them to compete hetter alike with the importers and the internal 
producres, and the railway authorities have helped them throughout 
hy making suitahle rate adjustments whenever a proper case has 
been made out for the same. 

AUXILIARY RAW MATERIALS 

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

1. Cawnpore Woollen and the New Egerton Woollen Mills at Dl.ariwaI 
are both managed by the British India Corporation and as the two 
mills together consume the better share of wool raised in N orlhern 
India, they have come to acquire better hold on the markets in U. P., 
the Punjab, N. W. F. P., and even Central India. They, however, 
maintain very strict control over their officers, lest the matters which 
they consider as secret should be divulged. No officer, therefore, dares 
to speak anything of the orgaDisation. 

2. Vide, Indian Industrial Commission, Evidence Vol, I. P.286. 
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competition, to which freqnent references have been made in the 
foregoing chapter. An idea of the rates charged on auxiliary 
raw materials can be had from the statement submitted below :-

Rate:< per Mauna from Bombay to Gawnpore 
Description of Material Rate 

Re. a. p. Re. a. p. 
1932. 1935. 

Soda aeh (alkali ) o 10 10 o 10 10 
Glauber Sa.lt and Caustic Soda. o 12 9 0 12 9 
Machinery parts o 12 4 
Colours, paints aud dyes, Div. 'B I 1 4 0 1 4 0 
Acids: hydrochloric, Sulphuric or Nitric 2 4 2 2 4 2 

China Clay 010 4 o 10 10 
Farina. and Sago Flour 011 1 o 13 4 
Packing Paper 011 2 011 2 

These are special reduced rates and when the distance and 
value of respective articles are taken into acconnt the natnre of 
concession offered becomes clear. The rates are quite reasonable. 
As regards the conditions of wagon loads it has already been 
pointed out that the British India Corporation, having tho managing 
agency of both Cawnpore Woollen Mills and New Egerton 
Woollen Mills at Dhariwal, is able to take full advantage of these 
wagon load conditions. Some instances will better explain the 
advantage conferred by the rednced rates offered by the railway 
authorities, For example, the rate on soda ash (alkali) at O. R. 
(Wj300; L ;) is Re. 0-10-10, whereas at R. R. on actual weight it 
comes to Re.1-6-j\ On colours, paints and dyes, (Div. B.) rate 
charged at R. R. is Rs. 2-4-2, but at O. H. red need rate of 
Re. 1-8-5 per maund is offered', A still lower rate is quoted on 
wagon loads which, as referred to above, works out at Re.1-4-0 
per maund. Similarly, on machinery parts the H. H. rate is 
Rs.2-4-0 per maund, hnt the reduced rate at O. R. is I{e. 1-8-5. 
A stilI lower rate is offered on wagon loads at Re. 0-12-4 per maund, 
Thus it is clear that substantially lower rates are available to 
woollen mills at Cawnpore, especially at wagon loads. But 
it has to be noted that these reduced rates are offered only from 
the port towns, and similar slation-to-station rates are not 
available from internal centres where Some of the aforeSaid 

J. Vide Letter of the G. 1. P. R. No-R. Q. 3/13, dated 9/9132. 
2. Ibid. 
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auxiliary raw materials are produced. This helps the consumption 
of imported goods even when similar goods are available within 
the country. 

FINISHED PRODUCTS 

It has already been mentioned that the Cawnpore Woollen 
Mills Co. has a well-organised sales department and efficient 
agency system. Rail way rates on woollen piece-goods to some 
more important centres work out as follows :-

Rates (0. R.) per Maund from Gawnpore 

Miles Station to Rate Miles Station to Rat. 
Ra. a. p. R, .•. p. 

198 Gwalior 011 3 773 Ahmednag.r 3 Ii 0 

319 Bhopal 1 1 G 872 Poona 3 Ii 6 

1i61 Nagpur 1 13 5 551 Amritear 1 13 3 

314 Jubbulpore 1 1 3 570 Lahore 1 14 3 

840 Bombay 2 4 2 630 Howrah 2 1 8 

941 Sholapur 4 3 0 

These rates are similar to those charged on cotton piece-goods 
from Cawnpore, and as enough has already been said on this point 
in connection with the cotton mill industry, it is ueedless to 
repeat the Same here. But, it should be pointed out that woollen 
goods command relatively higher prices than cotton piece-goods 
and are consumed by the well-to-do classes, and therefore, the 
rail way rates do not materially affect the consumption of these 
goods, even if they are slightly higher. Per contra, if the rates 
were to be lowered, they would go to swell the dividend of this 
Company and the consumers would not get any share of 
the reduction. Therefore. rates on woollen piece-goods from 
Cawnpore are quite reasonable. 

BLANKETS 

A referenoe has been made before to the effect that blankets 
are also manufactured at Cawnpore. In fact, Messrs. Baijnath 
Balmnknnd WoolJen Mi11s concentrate largely on the manufacture 
of blankets, and snpply blankets to the Government and Public 
bodies' . The Cawnpore WoolJen Mills also manufacture blankets. 

1. Vide, Report of the Director of Induatries, United Province, 1924-20. 
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Therefore railway rates charged on blankets are important. We 
quote below rates to a few more important markets. 

Rates per maundfor Oawnpore (Blankets) 

Miles Station to Rale (R. n.) 
Rs. a. p. 

190 Gwalior 011 3 
319 Bhop.l 1 1 6 
561 Nagpur 1 13 2 

314 Jubbulpore 1 1 3 
840 Bombay 2 4 2 
941 Sholapur 3 I 7 

773 Ahmednagar 2 8 II 

872 Poona. 2 14 1 

NEED FOR LOWER RATES ON BLANKETS AT O. R. 

It will be seen that these rates are similar to those quoted on 
piece-goods adverted to above. Blankets are heavier in weight 
and lower in value than woollen piece goods, and therefore the 
injustice of charging equal rates on both the articles is obvious. 
This is due to the fact that whereas in the caso of piece-goods 
rates quoted are at O. n., those in the case of blankets are at R. R. 
This is indeed an important condition, and it is reasonable that 
there should be a difference in rates between O. R. and R. R. But 
here we find that while piece-goods are permitted alteranative rates at 
O. R. and R. R., in the case of blankets tbere is no such alternative. 
This is against the widely accepted practice of rate-making, which 
recognises the difference in charge between O. R. and R. R. and 
permits the alternative to the shippers. It cannot be gainsaid, 
therefore, that the higher railway rates charged on the transport 
of blankets have adversely affeoted the manufactnring industry, 
especially those mills which depend primarily on the manufactnre 
of blankets and of coarser variety. The majority of the woollen 
mills concentrate more on the production of blankets, and as the 
rates charged are higher, the cost of transport is substantially 
raised, and the marketing area is thereby limited. Higher railway 
rates, therefore, offer a partial explanation of the difficulties with 
which the Indian woollen mills have been faced in the last few years. 
U The condition of the woollen industry", says the Report of the 
Director of Industries, Bombay Presidency, "continued to be 
unsatisfactory during the year. In 1920 there were five woollen 
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mills in the Presidency. In 1929 there were only three such mills 
working in the Presidency. During the latter period of 1929 one 
of these mills with a paid up capital of Rs. 13 lakhs went into 
liquidation. No new mills were started. Thus, in the year 
1931 only two mills were working as they were in 19301

." The 
industry is passing through difficult times, and with the exception 
of a few, almost all the woollen mills are incurring heavy losses. In 
view of these conditions, it is incumbent on the railway authorities 
to revise their rates on blankets. Besides, offering reduced 
rates at O. R., special station-Io-station rates should be quoted 
from different mills to more important consuming markets. We 
shall presently discuss the marketing facilities of the other mills. 

DHARIWAL WOOLLEN MILLS 

We have seen that the Dhariwal woollen mills and Cawnpore 
Woollen mills, or' Lal-Imli', are under the same managing agents. 
the British India Corporation, and hence their purchase of raw 
materials and the marketing of finished products is more or less 
centralised. This helps to lower the cost of production of the 
mills by eliminating waste in transport costs. Here, however, it 
should be noted that since these two mills are located in two 
different centres, the incidence of railway rates, both in respect of 
raw materials and finished products, varies. Therefore, it has been 
felt that the railway freights as affecting the Dhariwal Mills should 
be separately studied. 

RATES ON WOOL 

Rate! on wool from the more important colIecting centres, to 
Dhariwal are given below ;-

Station from 

Karachi 
Sukkur 
Fazilks 
Delhi 
Multan City 
Lahore 
Daryakh.n 
Yaru 

Rat. 
Rs. a. p. 
2 8 4 
1 12 0 
o 8 3 
1 0 2 
o 14 9 
o 4 1 
1 0 9 
2 9 8 

Station from Rat. 
RB. a. p. 

Bikaner 1 3 9 
Beawar 1 13 7 
Marwar 1 15 10 
Adoni 3 6 3 
Naini Tal 2 7 6 
Tanakpur 1 9 9 
Ramnagar 1 5 6 
Haldwani 2 7 4 
Kalimpang 4 8 4 

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

1. Vide, Report-1931-32 ; P. 3. 

R-13 
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disadvantage under which the Indian woollen mills labour in 
respect of this primary raw material. With the exception of a few 
centres, the rates in general seem to be high, due to longer distance 
over which the traffic has to be carried. Furthermore, in some 
cases the traffic has to pass over several railway systems and the 
total freight charged, therefore, becomes higher. This is especially 
trne of traffic from Marwar, Adoni, Nainital, Tanakpur, Ramnagar, 
Haldwani and Kalimpong. It is interesting to analyse the rates 
charged from some of these stations, So as to know the nature of 
the freight charged on different systems, and the rates policy as 
affecting the through traffic. Traffic from Adoni, for instance, is 
routed via Raichur and l\ew Delhi and crosses over the M. & S.M., 
the G. 1. P., and N. W. Railways, the proportionate share of the 
rate being Re. 0-3-1, Rs. 2-8-7, and Re. 0-10-6 respectively. 
Similar is the case with the traffic from Tanakpur, H.mnag.r, 
and HaJdwani :-

Tanakpur 
Ramnagar 
Haldwani 

R.&K. 
o 4 G 
o 3 2 
o fi 0 

E. I. 
094 
o 6 5 
o 6 5 

N.W. 
o II 11 
01111 
o 11 11 

To/al. 
I 9 9 
I 5 6 
2 7 4 

In this case, the traffic passes over three railways. In the 
case of Kalimpong the traffic is routed via Kishenganj, Katih.r, 
Bara Banki and Saharan pur and the proportionate share of rates 
works out as follows :-

K.R. 
D. H. 
T.O. 
E.B. 

Rs .•. p. 
040 
o 10 7 
o 0 4 
o 3 I 

B.&N.W. 
E. 1. R. 
N.W. 

Rs .•. p. 
1 8 7 
I I 10 
o II II 

Total 4 8 4 

In such cases, railways find it difficnlt to quote rednced 
station-to·station rate and the freight perforce has to be higher. 
These details clearly bring ont the fact that the Indian mills are 
not 'tery suitably located as regards the supply of their raw 
materials. This disadvantage is accentuated by the individuali
stic policy pnrsued by the railways. They do not quote 
reduced station-to-station rates in the case of through traffic 
from the more distant centres. Doubtless there are some 
elation-to-station rates, but they are mainly for local traffic. 
Therefore, the Dhari"lval Mills draw their supplies primarily 
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from the areas in the Punjab, North Western Provinces, 
U. P., and the Central India. Further, in respect of imports by 
land from Tibet, Afghanistan, etc., this mill is more favourably 
located. Hence, as compared with other woollen mills it gets a 
better supply of raw wool and at relatively cheaper railway freight. 

The post·war increase in rates on wool adds to the difficulties 
of the situation as will be seen from the statement given below :-

Station from PreBent Rate Rat, in 1914 

Rs. a. p. Rs ••• p. 
Karachi 2 8 4 1 7 2 
Sukkur 1 12 0 o 15 0 
Fazilka 0 8 3 0 5 3 
Delhi 1 0 2 0 9 0 
Multan City o 14 9 0 7Il 
Lahore 0 4 1 0 2 2 
Daryakhan 1 0 9 0 9 7 
Yaru 2 9 8 1 6 5 

The increase in rates has been considerable and the incidence 
becomes still heavier when the price level is taken into considera
tion. The need of revision, therefore, cannot be too strongly 
empbasised. 

RATES ON STORES 

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

Articles Present Rate Rate in 1914 

Rs .•. p. (0. R) Rs .•. p. (0. R.) 
Lubricating Oil 1 13 4 1 7 2 
Caustic Soda o 13 0 o 14 1 

Glauber Salt 1 13 4 2 2 10 R. R-
do 2 8 4R.R. 

Soda Ash 0 13 0 o 14 1 

Machinery parts 1 13 4 o 14 1 
Belting Leather 3 9 6 2 14 3 
Colours, etc. (Di v. B.) 1 13 4 1 7 2 

Iron and Steel (Div. A.) 211 1 2 210 
do. (Div. R) 1 13 4 R R o 12 3 

1 7 2 R. R. 
Hardware 3 9 6 2 14 3 
Hessian Cloth 1 13 4 1 7 2 
Soap 1 13 4 1 7 2 
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With a few exceptions, these rates convey a favourable 
impression. Rates on Machinery parts should, however, be 
reduced and reduced rate at owner's risk be quoted on Iron and 
Steel (Div. B). 

RATES ON PIECE-GOODS 

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

Station to 

Amritsar 
Amb&l. 
Lahore 
Delhi 
Agra 
Cawnpore 
Lncknow 

Rat. 
Ra .•. p. 
0 2 7 
0 10 1 
0 4 4 
1 0 9 
1 8 0 
1 14 9 
1 13 7 

Statt'on to Rat. 
Ra .•. p. 

Patna 2 14 7 
Howrah 3 7 1 
Bhopal 2 7 9 
Nagpur 3 9 8 
Ahmedabad 2 10 II 
naroda 2 14 2 
Bombay 3 1 10 

Allahabad 2 3 0 Madras 6 6 6 
Benare. 2 5 3 Bangalore City 5 10 3 

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

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

Station to Present Rate Rat. in 1914 

Ra .•. p. (0. R) Ra .•. p. (0. R.) 
Rawalpindi o 13 4 o 10 10 
Peshawar City 1 2 9 o 15 3 
Amritsar 0 2 9 0 2 0 
Amb.l. City o 10 1 0 8 3 
La.hore 0 4 4 0 3 5 
Delhi 1 0 9 o 13 7 
K.r&ehi 2 11 1 1 7 11 

The foregoing increase in rates when compared with that on 
wool tones down and does not seem to be unreasonable. The rate 
to Karachi, however, seems to have been raised substantially and 
Ileeds to be reduced, 
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BARODA 

At Baroda' there is a woollen mill known as the Maharani 
Woollen Mills, manufacturing woollen cloth and blankets. This 
mill was started in 1922 and during the decade it had to pass 
through several adverse circumstances. The problem of transport 
costs has attracted the attention of the Managing Agents and 
strennous endeavours are made to economise in this direction. 
We shall, therefore, review in brief the position in respect of 
railway rates affecting this concern. 

RAW MATERIALS 

It will be recalled that the more important centres of raw 
wool trade are Fazilka, Haldwani, Multan, Delhi, Yarn, Karachi, 
Sukkur, Bikaner, Marwar, Beawar, Raikot (Kathiawar), Bombay, 
Bangaiore, Adoni, Kalimpong, etc. The Indian Woollen Mills draw 
their supplies of raw wool from these centres, the proportion of the 
individual mills differing with their qualitative requirements and 
the distauce from the mills. Rates per maund to Baroda from 
some more important wool markets are as follows :-

Markets from Rate M arkef, from Rate 
Rs a. p. R •• •• p. 

Bombay o 14 3 Bikaner 1 12 3 
Beawar 1 2 6 Sukkur 2Jl 5 
Fazilk. 2 10 7 Rajkot o 12 8 
Multan 3 3 9 Yaru 3 9 1 
Karachi 2 7 5 Ramnagar 2 8 5 
Banga]or. 2 9 4 Adoni 2 611 

Before discussing the foregoing rates it may be mentioned 
that on raw wool, like Blankets, there are no O. R. rates and there. 
fore only R. R. rates have been given. A rapid glance at the rates 
will show that in respect of railway rates, the importance of 
different centres varies considerably. Thus, for instance, whereas 
from Beawar the rate is Rs. 1-2-6 per maund, from Yaru it is 
Rs.3-9-1. The difference between the two is indeed substantial. 
If, therefore, the Baroda Mills have to purchase wool from Yarn, it 
seemS that the supply of wool from the nearer sources is not 
sufficient for their requirements, or that other factors like prices. 
quality of the material, etc. have a better sway. Similarly, the rate 

1. Now ill li'luidatioJl, 
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charged from Multan is Rs. 3-3-9 per maund. These rates seem 
to be prohibitive. 

RATES RELATED TO PRICES 

Let us then sLudy these rates in relaLion to the prices of raw 
wool. The position may be summed up as follows :-

Stations from Approximate price of Wool Rat. 
Per maund 

R •• R •. a. p. 

Multan 16 3 3 9 
Yaru 10 3 9 1 
Kalimpong 20 5 0 2 
Karachi 14 2 7 5 
Beawar 18 I 2 6 
Ramnagar 18 2 8 5 
Adoni 7 2 611 

The foregoing tablo strikingly demonstrates the importance 
of raw wool prices, as also of the railway rates, in determining 
the actual quantity of raw wool purchased by the mills from 
the respective centres. Prices at Yaru and Adoni are lower, 
aud therefore, even though higher railway rales are charged, 
the mills seem to find it convenient to make their purchases in 
these markets. But after studying the situation a little deeper, 
we find that the mills require wool of relatively lower quality for 
manufacturing blankets and hence they have of necessity to 
pnrchase wool from Adoni and Yaru because of the lower prices. 
Thus, it seems that the mills have to carry their raw wool supplies 
over very long distances, and consequently pay higher transport 
charges, which vary from 25 to 40 per cent. of the cost of raw 
wool. This is a serions drawback in the organisation of the 
industry in general, and this mill in particular. It cannot be 
gainsaid that the Baroda Mills have to work under a great handicap 
of higher transport costs, in respect of their sole raw material, 
"wool". No doubt, other mills are working under similar 
disadvantages, but from what has-been adverted to above, it will be 
seen that the Cawnpore Woollen Mills are relatively in a better 
pOSition, and, as it will be shown later, even the Bombay mills 
enjoy some advantages in this respect. It seems, therefore, that 
Baroda works relatively under greater disadvantages, and we shall 
try to see how far this handicap can be reduced. 
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So far as the higher rates are due to longer distances over 
which the traffic has to be carried, it may be said that the 
handicap is natural and therefore permanent. But here, too, 
it has to be pointed out that in conformity with the general 
practice of rate·making, lower rates at O. ·R. need to be quoted 
as an essential alternative to the shippers. Furthermore, reduced 
rates should be offered in the form of special station-to· station 
rates from the important collecting centres to woollen mills, 
because they being by far the largest and more regular shippers, 
have a right to claim more favourable treatment at the hands of 
the carrier, than small and casual shippers. Such rates are in 
fact quoted from some centres to Dhariwal on the N. W. R. and 
to Cawnpore on the K 1., B. B., and G. 1. P. Railways. But 
nnfortunately we find no such rates to Baroda. This handicap 
should therefore be removed by offering similar station-to-station 
rates to Baroda as well. The mills on their part should endeavo"r 
to purchase raw wool from the nearer markets, and transport the 
same in larger consignments, so as to get belter transport facilities 
from the railways concerned. 

Further, it seems that when wool is purchased at. Adonl 
in Southern India, and booked directly to Baroda, it costs 
more than to book it to Bombay, and then get it re-booked to 
Baroda. If so, this is anomalous. A similar question was raised 
before the Railway Rates Ad.visory Committee in the Sholapur Mills 
Case, and the decision given in that case is very useful here. In 
the light of that decision it can be maintained that the Baroda Mills 
have a right to get the present rate from Adoni reduced to that from 
Adoni to Bombay plus Bombay-Baroda rate. But we do not possess 
the details, and therefore it may suffice to suggest that the railway 
authorities should look into the case and remove the anomaly. 

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

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

The impressi<Jn left from what has been detailed above is that 
the Baroda mills have some transport disach-antage in respect of raw 
wool supplies, part of which is natural and part is capable of being 
removed with the co-operation of the Managing Agents of the mill 
and the railway authorities. 

AUXILIARY RAW MATERIALS 

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

Ratcaper Maund/rom Baroda 
D ... ,ription of am,/ .. 

Lubricating oils 
Acetic acid and other liquids 
Caustic Soda 
Glauber salt 
Soda Ash 
Small machinery parts 
Leather good" such as, Belting, Pickers, Bobbins, 

Shuttles, etc. 
Dyes and Colours 
Hardware and Iron 

Ral. 
R •. a. p. 
o 10 1 
1 2 6 
o 10 I 
0 9 10 
0 9 3 
010 1 

1 2 6 
1 2 6 
o 10 1 

Hessian Cloth. 0 10 1 

The Baroda mills have an ad vantage over the Cawnpore mills 
when the freight paid on the stores is considered. The advantage 
Is due to the location of the Baroda mill, being nearer Bombay. 
On a closer examination It appears that the advantage enjoyed by 
the Boroda mills over the Cawnpore mills is not as great as it may 
appear. The advantage is partly neutralised by the fact ·that the 
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Cawnpore mills purchase their requirements in greater quantity 
and therefore get the advantage of lower wagon load rates. 

FINISHED PRODUCTS 

The Baroda mills mannfacture largely woollen cloth and 
blankets. Their markets extend throughout the conntry, such as 
Cawnpore, Agra, Amritsar, Delhi, Ahmedabad, Bombay, Karachi, 
Nagpur, Jubbulpore, roholapur, Akola, Amraoti, Bangalore, 
Calcutta, Tinsukia, Dilmrgarh, Gauhati (Assaru), MuzzafIarpur, Patna, 
Ranchi, etc. Railway rates, therefore, playa very important. part 
in their sales. In markets nearer at hand rates are not felt so much 
and hence we give below a few rates to some distant cent.res of 
consumption with a view to show the longer distances over which 
the goods have to be transported, which entails substantially heavy 
transport costs. 

Rate8 per Maund from Baroda 

Stations to Rates on Blanket8 Rate, on Woollen Clol" 
at B. R. al a.R. 
Ra. a., p. Rs. a. p. 

Aruritsar 2 12 5 2 12 I) 

Delhi 2 0 5 2 0 I) 

Karachi 2 7 6 2 7 6 
Cawnpore 2 2 7 2 14 0 
Peshawar 3 10 6 3 \0 6 
Bangalore 3 1 I) 3 15 5 

Madras 3 7 2 3 1 11 
Muzzaffllrpul' 3 610 3 3 1 

Tinsukia I) 15 9 511 6 
Dibrugarh 5 14 5 6 910 
Howrah 4 2 6 ~ 511 

The most striking feature of the foregoing schedule rates is 
the relative high level, especially in the case of the last three 
markets. In view of the length of the haul, it is not proper 
to attribute injustice to the railway authorities. Under the 
circumstances, one cannot help saying t.hat in case Earoda 
ruiIls think it advisable to cater for these distant markets 
in Assam, they should be prepared to pay higher freight. From 
the standpoint of the railroad manager, it is economic to carry 
goods from the port of Calcutta, or from any other port as a matter 
of fact, to upcountry consuming markets, like Dibrugarh, Tinsukia, 
etc., than from Baroda, because of the size of the coniignment, 

R-a 
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break of gauge, even if the distance is the same in both cases. 
Railways have been planned and constructed in this country, 
primarily with a view to facilitate the movement of the export and 
import trade, and therefore, students of the Indian tran8porl 
system have perforce to advocate changes, to which pure transport 
economics may seemingly fail to lend support. Let us explain the 
statement further. The more important internal centres of trade 
have been linked up to ports by a broad gauge railway system while 
the internal towns, in their turn, are linked together with lines on 
varying gauges, broad, metre, and narrow. The result is that when 
a consignment has to pass from one internal centre to another, 
linked with railway lines of more than one gauge, it has to pay freight 
higher than if the same consignment were to travel on the same 
gauge. Thus, break of gauge, which is a besetting sin of the 
internal traffic, involves higher costs. On pure economic principles, 
therefore, lower freight on port traffic is apparently justified. 
Besides, in the present case, the distance from Baroda to Bengal 
and Assam is very great. In short, in these markets the Baroda 
mills have a great transport handicap and it may be suggested that 
tariff protection should be tried. 

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

THE BOMBAY WOOLLEN MILLS 

The position of the Bombay Woollen Mills in respect of 
railway rates is similar to those of the cotton mills. They can more 
easily procure the supplies of their raw materials, especially the 
auxiliary raw materials or mill stores and imported wool. In the 
case of imports the question of railway rates does not arise 
'at all. 
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RAW WOOL 

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

Rates per Maund to Bombay 
Miles Station from Rate Condition 

Rs .•. p. 
527 Marwar I 8 11 R. R. 
581 Beawar I 12 0 ,. 
697 Jaipur 2 I 7 " 885 Hissar 2 6 7 " 1059 Fazilka 2 8 9 

" 840 Cawnpore 2 4 2 ,. 
840 

" 
2 3 8 O.R. 

838 Agra 2 8 9 RR 
443 Raichur I 11 5 O.R. 
443 Via Raichur I 6 0 

" W/300 L. 

FINISHED GOODS: PIECE-GOODS AND BLANKETS 

The marketing of finished goods is, however, more interesting 
from the railway point of view. One important feature of the 
G. 1. P. Railway tariffs, which strikes most in this connection is 
the contrast in facilities offered for piece-goods and blankets. 
Whereas numerouS reduced rates, as special station~to-station 

rates, are available for the former class of goods, the latter 
is denied all such facilities. Seemingly, this differentiation is 
due to the fact that traffic in blankets is far less than tI,.t 
in piece-goods. nut this differentiation is justified only when the 
traffic is offered in wagon loads, that is, if the lower rates were 
offered 011 wagon loads, there need be no adverse comments. But 
that is not so. Even on actual weight there is a marked difference 
in the treatment and the rates quoted. How the industry is affected 
by the rates policy thus pursued will, perhaps, be better understood 
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by taking up the actual rates. In the statement given below an 
attempt is made to summarise the position. 

Rates per maund from Bombay 

Mil" Station to Piece· goods Blan,et, 
Rates O. R. Rates R. R. 
Re. a. p. Re. a. p. 

520 Nagpur 1 11 10 1 11 10 
353 Khandwa 1 7 6 1 3 3 
616 Jubbulpore 2 3 10 2 010 

1223 Homah 1 9 9 9 9 
621 Bhopal 1 15 4 1 II II 
702 Jhansi 2 7 0 2 5 3 
839 Cawnpore 2 4 2 2 4 2 
763 Gwalior 2 II 10 2 8 6 
838 Agra 2 8 9 2 8 9 
868 Muttr. 2 7 11 2 7 11 
957 New Delhi 2 10 3 2 10 3 

Tbe position portrayed above is sufficiently clear to need any 
elaborate comments. Blankets and piece-goods are charged almost 
the same rates with the difference of the conditions of risk. It 
will be recalled that the G. 1. P. has an exception to the general 
classification, and charges' C' schedule rate on piece-goods, which 
is substantially higher than the 4th. class rate. From Bombay 
centre, however, many station-to-station rates are quoted, which are 
lower than the' C' schedule rate. This will be evident from the 
foregoing table. It will be seen that the rates on piece goods, 
subject to minor exceptions, are similar to the 4th. class rates 
on blankets. Thus, whereas there are good facilities offered to 
the piece-goods traffic, blankets have to pay the class rate, and 
no special station·to-station rates are offered. 

The G. 1. P. Railway authorities may argue that they have not 
made any exception to the general classification rate on blankets, 
which is 4th class, as has been the case with the rate ou piece-goods, 
and therefore, in practice the rate on woollen piece-goods and 
woollen blankets are practically similar, as is the case with the 
other railways. This can be a very strong and plausible argument 
in defence of the status quo. But, then the policy of the G. 1. P. 
lends itself to criticism from the other side. One may ask if 
the G. 1. P. can afford to charge the Eame rates on woollen 
blankets as the other railways do, why should they not charge 
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similar rates on piece-goods as well? That is, why should they 
not make the 4th class rate at O. R., to which in fact the special 
station-to-station rates work out, a general rate applicable from all 
th~ mill centres to important consuming centres? In other words, 
the G. 1. P. should charge 4th class rale at O. H. on piece-goods 
from all cotton and woollen mill centres, and' 0' schedule rate 
should be applied on piece-goous traffic other than that from the 
local mills. Therefore, wilh reference to the G. I. P. tho charges 
should be two-fold; firstly, that reduced station-Io-station rates should 
be quoteu on blankets from the mill centres to impol'lant markets, as 
those '1uoled at present on piece-goods from Bombay; and secondly, 
the special station-Io-station rates on piece-goods be extended to 
other internal mills as well. 

THANA WOOLEN MILLS 

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

RAW MATERIALS 

The Thana Mills purchase their raw malerials at Bombay and 
import direct from foreign countries and l1cnce their position is 
Himilar to those of the Bombay Mills, except that they have to pay 
transport charges fl'om Bomhay to Thana. The mills transport 
their raw materials from Bombay to the mill site at Thana through 
their own motor lorries. Therefore, the question of railway 
transport does not arise. 

FINISHED GOODS: (1) PIECE-GOODS 

Railway rates, however, playa more important part in market
ing the finished products, piece-goods and blankets. The mills sell 
their products to the agents f. o. 1'. mills, and therefore, they seem 
apparently indifferent about the rates charged. But the effect of 
railway rates in delermining the prices at different markets, in 
competition with the output of other mills 01' even of imports 
Cl\nnot be so lightly dismissed, as the mill authorities seem to 
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think. Rates on piece-goods to more important markets ar 
tabulated below:-

Rates per Maund/rom Thana' • 

r Mil" Station to Rat, Mil" Station to Rat. 

Re. Il.. p. Ro. B. p. 
183 ChaJiElgaon o 15 9 500 Bhopal 2 0 3 
241 Jalgaon 1 4 7 290 Burllanpur 1 8 8 
142 Manmad o 12 4 819 Cawnpore 2 13 7 
276 .Amalner 1 2 9 99 PooDa 0 8 9 
333 Khandwa 1 12 3 417 Hyderabad 2 6 5 
263 Sbo]apur 1 6 5 673 Bangalore City 2 3 7 
197 Ahmedn,gar 1 011 681 Jhan,i 3 1 9 
218 Dhulia 1 2 8 177 Surat 010 9 
500 Nagpur 2 10 2 320 Ahmedabad I 2 2 
595 Jubbulpore 3 2 1 257 Baroda o 14 11 

1200 Shalimar 1 11 3 

Before making a comparative study of rates on piece-goods 
from Thana and Bombay, it is necessary to analyse the foregoing 
rates. Some apparent discrepancies need to be pointed out. It 
will be seen that the rate to Nagpur for 500 miles is Rs.2-10-2. 
but for a similar distance to Bhopal the rate of Rs. 2-0-3 per 
maund is quoted. It seemS strange that the rate should be so high 
in the case of Thana, when from other centres like Bombay and 
Cawnpore the rate comes to be Rs. 1-11-10 and Rs.1-13-5 per 
maund, for 250 and 561 miles respectively. Similarly the rate to 
Jubbulpore is unduly higb, because when the rate is Rs. 2-3-7 
to Bangalore fOl' 673 miles, it is unfair to charge Re. 3-2-1 for 595 
miles. Tbe Sbalimar rate is adjusted according to Bombay rate. 

But tbe more important question is to examine tbe relative 
transport pOSition of Bombay and Tbana as affecting tbe marketing 
facilities. Wben tbe two foregoing tables are brought together 
the situation becomes clear. One is impressed with the striking 
contrast between tbe two tables, and the relative advantages 
enjoyed by Bombay over Thana in matters of railway freight. It 
will suffice to take a few illustrations to substantiate this statement. 
For instance, the rate from Bombay to Nagpur is Rs. 1-11-10 for 
520 miles, whereas from Thana it is Rs. 2-10-2 for 500 miles. 
Similarly, to Jubbulpore tbe rate from Bombay is Rs. 2-3-10 per 

I Vid .. Le~ter of the G. I. P. R. No. R. Q. 3/13 dated 9'9-1932. 
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maund for 61G miles, but from Thana the rate is Rs.3-2-1 for 
595 miles. These instances show how higher rates are levied for 
shorter distances. Again to Bhopal, Jhansi, Cawnpore, etc., the 
rates from Thana are higher than those from Bombay, even 
though the distance in the former case is lower than that from 
the Jatter. 

FINISHED PRODUCTS: (2) IlLANKETS 

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

Rates pcr Maund from Thama 
Miles Station to IIate Miles Station to IIate 

Rs. 8. p. Rs. 8. p. 
183 Chalisgaon 010 5 819 Cawnpore 2 11 4 

241 Ja1gaon o 13 5 99 Poona 0 6 1 
276 Amalner o 15 3 471 Hyderabad 1 9 8 

333 Khandwa 1 2 2 673 Bangalore 2 3 7 
263 Sholapur o 14 7 177 Surnt 010 9 
197 Ahmednagar o 11 2 320 Ahmedabad 1 2 2 
GOO Nagpur 1 10 10 257 Baroda o 14 11 
GOO Bhopal 1 10 10 

Fortunately, the rates on woollen blaukets, as quoted above, do 
not show so many discrepancies, as is the case with piece-goods, 
and seem to be more reasonable. Thus, for instance, the rates on 
blankets to N agpur and Bhopal are equal, the distance being the 
same in both the cases, but in the case of piece-goods, as already 
pointed out, the rate to Nagpur is higher than that to Bhopal. 
Again, unlike the case of piece-goods, rates on blankets from 
Thana are not higher than those from Bombay. This is so because 
there are no special station-to-station rates on blankets from 
]3ombay. 

PORT COMPETITION 

But it is not meant to convey that these rates (on blankets) 
are free from all blemishes which have been noted in other cases. 
There are certain most conspicuous anomalies which may be 
pointed out at this stage. When rates paid by the Thana mills are 
compared with those charged from Bombay certain interesting 
instances present themselves. Thus, for instance, the rate charged 
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from Bombay to Oawnpol'e is Rs. 2-4-2 per maund, but from 
Thana Rs. 2-11-4 are charged. Why this apparent discrepancy 1 
Here is an explanation. The rate from Bombay to Cawnpore is 
adjusted according to the rate from Howrah to Cawnpore and there· 
fore as the distance in the latter case (Howrah.Oawnpore) is shorter 
the actual adjusted rate charged in the former case (Bombay· 
Cawnpore) has of nocessity to be low, if the import traffic passing 
through Bombay to Cawnpore is to be maintained. The apparent 
anomaly is therefore explained, and jnstified on the plea of port 
competition. The effect of this policy on the indigenous indus· 
tries is manifestly adverse as can be seen from the present case. 
The import traffic gets better facilities at the cost of internal traffic. 
Under the circumstances one may well question the continuance 
of this port competition. As imported traffic can be carried 
more economically to Oawnpore through Oalcutta port, it is 
undesirable that the same should be diverted to Bombay. Even 
on pure economic grounds, this is unjustified, becanse it costs more 
to carry a given load to Oawnpore through Bombay port due to 
the longer distance and the ghats to be traversed. Further, both 
the E. I. R. and the G. I. P. R. are owned and worked by the 
Government of India, and therefore such competition is undesirable. 
Even when the railways concerned are not owned and worked by 
the Government, they can be forced to accept a scheme worked out 
by the State, which attempts to restrict the competition between 
the railways. 

To snm up, the relative position of the Thana Woollen Mills 
(Reaymond Woollen Mills) in respect of railway rates, it should be 
noted that the mills have a slight disadvantage as compared with 
the Bombay mills with which they have to compete. This 
disadvantage is off·set by certain advantages in other respects which 
the Thana mills have over those at Bombay, and therefore does 
not restrict the sales of the output in the market in competition 
with the Bombay mills. In respect of raw materials, the Thana 
mills are almost in the same position as those at Bombay, except 
the motor truck charges which they have to bear in transporting 
their goods from Bombay to the mills. In marketing blankets 
also they have reasonable rates, except that Bombay has all 

advantage in certain markets due to port competition. But the 
.. nomalies are more common in rates quoted on woollen piece. 
goods .. nd here Bombay has better facilities. 
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BANGALORE WOOLLEN MILLS 

Bangalore City, in Mysore State, is anotber important centre 
of the woollen indust.ry. This is a very important centre of woollen 
mills in Southern India, but we are unable to do full ju.tice to it 
because of tbe scarcity of the requisite dala. Wilh reference to 
tbe location of the mills, in respect of the supply of raw materials, 
it may be noted that raw wool is generally purchased from tbe 
neighbouring districts, because Madras Presidency turns out a 
large quantity of wool, and has a large annual surplus for 
export. Wool of superior quality is imported. Bellary is one of 
tbe important districts, known for its output of raw wool, and tbe 
rate per maund charged to Bangalore City is He. 0-11-7. Wool is 
also brougbt from distant centtre like Kalimpong. and the rate per 
maund works out at Rs. 5-9-7. Tberefore, the actual rates paid 
from different centres vary between these two figures in general. 
Doubtless, there are some neighbouring towns which supply raw 
wool, and consequently lower freight is charged from these 
despatching stations, but our general conclusions remain unaffected. 
It can fairly be said that the Bangalore mills have no disadvantage 
in respect of raw wool as compared with other mills. 

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

Materials Current Rate Pre-war Ratd 
(1932. ) (1912) 

Rs. a. p. Rs .•. p. 
Lubricating Oil 0 8 9 0 6 7 
ea ustic Soda 0 8 0 0 9 8 
Soda Ash 0 4 10 0 6 7 
Machinery pa.rts 0 8 9 0 6 7 
Leather goods 1 0 4 o 12 8 
Colours, paint, & dye, (Div. A)· o 12 6 0 9 8 

" " " 
(Div. B) 0 8 9 0 6 7 

Hard ware, N. O. C. 1 0 4 o 12 8 
Gunnies 0 8 9 0 6 7 
Soap 0 8 9 0 9 8 

In respect of auxiliary raw materials also, as the foregoing 
rates indicate, tbe Bangalore mills have no disadvantage wben 
compared with centres like Cawnpore, Dbariwal or even Baroda, 
albeit Bombay and Tbana mills have an advantage in as mucb as 

R-15 
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they have to pay almost nothing by way of railway freight. 
Further, from the pre-war rates, it will be seen that on an avel'llge 
there has been an increase of about ~O per cent. There is notbing 
particular about this increase in rates, because it is common with 
other woollen mills and other industries. It is not our intention 
to justify this increase, but we do not wish to dilate upon this 
issue because enough has been said about this question on 
several occasions. 

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

Rates per maund on piece-goods from Bangalore 

Stat;"" to Rout, Rat, (0. R.) 
RB ... p. 

JaJarpet 0 5 7 
Guntur 1 0 0 
Bezwada I 8 1 
Nellore o 15 II 
Poona 2 1 4 
Shalimar "''"altaire 2 0 0 
Ahmednagal' Via Raichur 2 9 2 
Bombay .. Poons 2 0 1 
Ahmedabad .. Hogli and Dadar 2 12 7 
Baroda .. " .. .. 2 9 4 
Ajmer .. Poona and Dadar 4 7 8 
Cawnpore .. " .. .. 5 6 0 
Delhi .. Bellarshah 4 410 
Nagpur .. .. 3 3 8 
Amritstlr .. Bellarshah and New Delhi 5 1 2 
Peshawar .. .. .. .. 6 011 
Madras o 12 6 

TRANSPORT DRAWBACKS OF LOCATION ANALYSED 

It will be seen that the Bangalore mills have relatively higher 
rates to pay. This is due partly to the railway policy and partly 
to the location of the mills. So far as the markets in the vicinity 



of the mills are concerned, the question of rates obviously does not 
come to the fore; but it does assume a relatively greater importance, 
when more distant markets are catered for. It may be pointed 
out that woollen goods are largely consumed in cold climes, and 
therefore the mills, of necessity, have to cater for distant market~. 
Woollen goods are not in great demand in the Madras Presidency, 
because of the climate, and whatever demand exists is generally 
for finer classes of goods which is supplied by the imports. 
Therefore, in the flrst place the demand for woollen piece. goods 
in the Presidency, such as are manufactured by the Indian Woollen 
mills, is considerably limited, and secondly, there is tbe compe. 
tition of the other mills and of the imports as well. This compe· 
tition increases in intensity in more distant markets as noted in the 
foregoing statement. In more important towns in the Bombay 
Presidency, the Bangalore mills have to face the competition of 
the Bombay mills and of the Cawnpore and even Dhariwal 
Woollen mills. As for the markets in Upper India, they are 
almost bolted against the Bangalore mills because of the increased 
internal competition. II is needless to say that the Cawnpore 
mills are more important both in respect of the quantity and 
quality of the output, and therefore, it is difficult for the internal 
mills to compete in the Upper India markets. In short, in 
marketing the output, the Bangalore mills have advantage only in 
neighbouring markets, and in the Madras Presidency, but in other 
markets, as aforesaid, they have to face the serious competition of 
other mills. Tbis shows that the potentialities of the Bangalore 
woollen mills are considerably limited. At this point, it may not 
be irrelevant to suggest that in future no new woollen mills 
should be established in the MYBore State, and fears, not altogether 
unwarranted, are entertained that if a woollen mill is floated in 
Madras, the condition of at least some of the Bangalore woollen 
mills would in fact become precarions. One may question tbe 
economic justification of the number of woollen mills actually 
working to.day iu Bangalore City. It may be snggested tbat if 
one of the three woollen mills located at Bangalore shifts its plant 
to Madras, the step would prove beneficial to the Indian woollen 
industry in general and the mill so shifting in particular. The 
present difficnlties of the Bangalore woollen mills are therefore 
due to the location of tho mills, the limited extent of the markets 
and the iuterual competition, 
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But, the railway situation is no less to blame. Being located 
on the M. & S. M. Railway, the Bangalore Woollen mills in 
catering for more important markets have to despatch their 
consi~nments over two or more lines. But in matters of rate. 
making, Indian railways generally follow an individualistic policy, 
and tberefore, when the consignment passes over more than one 
line, no special station·to·station rate, lower than the class rate, is 
available. which would have been obviously provided, if the entire 
distance had been covered by a single line. This is a common 
feature of the railway policy, as adverted to above, and not 
peculiar to the case in question. It has already been pointed out, 
while discussing the transport facilities of other mills, that through 
station·to·station rates are rarely quoted, that railways even when 
they are under common management want to be treated as separate 
entities. The case of Bangalore mills has been singled out, because 
of lhe greater transport disadvantage under which they have to 
labour. The G. 1. P. has special classification for piece·goods, 
which is higher than the general classification, and therefore when 
the consignments from Bangalore have to pass over the G. 1. P. 
Section they are charged the class rate, while from Bombay 
special station·to·slation rates are quoted. The effect of this policy 
is that internal trade suffers and the import trade gets an undue 
advantage over the internal trade. That ends our survey of the 
Indian Woollen Mill industry. We shall now briefly outline the 
important features of Cottage Manufactures. 

COTTAGE MANUFACTURES 

BLANKETS 

The Manufacture of blankets is scaltered over the wbole 
country because it is admirably adapted to the needs of the 
agricultural population, and it is from them that the demand 
primarily comes. The process of manufaclure being simple, 
generally the vilJage shepherd himself manufactures the blankets, 
either wilh his own wool or that purchased from the neighbouring 
areas, in leisure hours "hen he is free from his field, and the 
product he thus turns out is readily purchased hy the villagers, 
often at the cottage of the producer. Rightly has the' CumbJi • 
been characterised as an arlicle of great utility at a small cost1• 

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

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

CARPETS 

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

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

1. Vide, A. 'V. Pim's Monograph. 
2, Vide, Report on the Industria! Survey of the Agr. District. 
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manufacturing carpets. The Otto Factory has its branches in 
centres like Gwalior, Amritsar and Shrinagar'. Wool of finest 
quality is used which is either purchased locally or imported 
from the Punjab and Rajputana. 

Mirzapur is another important centre where carpet weaving 
is largely carried on, as an occupation subsidiary to agriculture 
by both Hindu and Muslim inhabitants. The number of looms 
thus working in the district have been estimated to be about 
3,000'. In the city proper there are some factories as well, of 
which the firm of Messrs. E. Hill & 00 .• is more important. 
Wool is imported from Agra and .Tbansi in addition to tbe local 
produce. The imports of wool in the year 1920-21 have been 
rougbly estimated on the railway returns as 2158 maunds. 
European firms import their raw meterials of superior quality 
from Woolen mills at Oawnpore and the Punjab. Railway 
returns show tbat in 1920-21 carpets weighing about 11,352 
mannds were exported. Mannfactures are specially suited to 
European tastes and tbe designs are accordingly executed. About 
90 per cent. of tbe carpets made in Mirzapur are exported to 
Europe, Australia and America. 

Tbere are several other ceutres like Jbansi, Jaunpur etc., 
in the United Provinces. In the Punjab we have centres like 
Multan, Amritsar, Lahore and Montgomery. From these centres 
carpets are largely exported to tbe United States of America. In 
Madras the principal centres are lIfuslipatam, Ellore, Ayyampet 
and Walanjar. But here the industry is declining. 

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

1. Ibid, P. 132. 
2. Vide, Report of the Indu~rial Survey of Mirzopur District, p. 21. 
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invariably available. It is 'needless to dilate on this any more, 
because the rates tabulated below speak for themselves:-

Rates per Maund on Carpets to Howrah 

Miles Station from Bat, (a.B.) Rate (R.R.) 

Rs. a: p. Rs. a. p. 

631 Cawnpore 2 1 0 2 12 0 
465 Jaunpur 1 8 8 2 o 10 
549 Fyzabad I 13 0 2 6 8 

458 Mirzapur I 8 4 3 0 4 
818 Moradabad 2 JO II 3 9 3 
788 Agra City 3 8 9 3 6 5 
879 Najibabad 2 14 I 3 13 6 
429 13enares 1 6 10 114 4 
616 Lucknow 2 0 6 211 3 

RESUME: THE TRANSPORT POSITION OF WOOLLEN 

MILT,S RECAPITULATED 

Of the Indian Woollen Mills by far the most important are 
the Cawnpore and Dhariwal Woollen Mills in respect of the 
quality as well as the qnantity of their output. They have been 
able to carryon specialisation to a limited extent and their products 
find markets throughout India. In respect of railway transport, as 
adverted to above, these milia are able to eliminate considerable 
waste in transport costs, which otherwise creeps in, with the aid of 
well·organised arrangements, both for the purchase of their raw 
materials and the sale of their finished products. The quantity of 
raw wool purchased from the respective markets is delivered to the 
nearest of the two mills, and thus substantial savings are e/Iected 
in transport costs. In marketing again, the overlapping of the 
marketing area and the waste in transport costs resulting there· 
from, in respect of goods which are manufactured in both the 
mil,s, is eliminated with the aid of an efficient marketing organisa. 
tion, which has gradually developed and has been improved from 
time to time. The location of these two mills is well selected, 
especially for marketing the finished products. Being located at 
a considerable distance they have a substantial protection from the 
competition of imports. Besides, due to Severe winter in the 
Northern India, woollen goods are largely consumed there, and 
~hese markets are relatively nearer to the mills. In fact, in 
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certain nrieties of goods, these mills enjoy almost a quasi
monopoly in Northern India, because other Indian woollen mills 
do not manufacture these goods, and even if they do, they are not 
able to compete, firstly, because of the railway rates to be paid, and 
secondly, the high cost of production_ Due to large scale 
production and specialisation, which these two mills have been 
able to carry ont, their cost o~ prodnction per unit has fallen, and 
it is to-day lower than those of other mills_ 

The Bomb.y Woollen mills have some advantage in railway 
freight on raw materials, both on raw wool and the mill stores_ 
In respect of railway rates on finished goods as well, they h.,'e 
Some advantage in the form of special station-to-station rates, 
which are quoted from Bombay to the more important consuming 
markets, especially on the G_ I. P. But, notwithstanding these 
special station-to-station rates, the Bombay mills sufIer under a 
serious handicap, due primarily to their location, distant from the 
more important consuming markets, and tbe consequent higher 
railway freight. Again, the numerical strength of the mills in 
this part of the country is great, and it has been doubted as to 
whether Indi. needs a large number of small units of woollen 
mills or a small number of large units. The economic factors are 
unequivocally on the side of the latter alternative, and the 
soundness of the status quo has been seriously challenged. From 
the transport standpoint a large number of the woollen mills in 
this part of the country has created unbealthy competition and 
waste in transport costs, not to speak of other factors. Therefore 
it is the defective organisation of the woollen mills in this part of 
the country, which largely explains the plight in which they 
have fallen to-day. 

It is due to the defects in organisation outlined above 
that the burden of railway rates is more severely felt. Higher 
cost of production, resulting from the lower output of most 
of the mills in this part of the country, coupled with the 
higher transport costs and the reduced purchasing power 
of the consumers, account for the increased anxiety among the 
mill anthorities, to examine the incidence of railway rates with a 
view to get them reduced. But the approach of a student is 
radically different. Finding one of the most important industries 
of the country in an unfortunate plight, he makes a disinterested 
study of the organisation of the industry, both its past 8,nd present, 
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and attempts to offer a scientific explanation of the difficulties the 
industry is faced with. Enough has been said about the defects in 
the organisation of the industry as an important cause of the present 
difficulties with special reference to railway rates. It cannot be 
gainsaid that this quostion needs a more detailed examination which 
the limited scope of the pl'csent chapter could not permit. 

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

SUGGESTIONS 

(1) Rationalisation of woollen mills, especially those in 
Bombay and Bangalore, should be attempted. 

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

(:3) The prescnt rates policy should be modified as fo11ows:

(n) Special station-to-station rates should be fixed for 
woollen piece-goorls and "Iankets, from the mills to 
important consuming markets. 

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

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

EVOLUTION OF THE INDIAN CEMENT INDUSTRY 

The Indian Portland cement indu8try is of recent growth. 
Up to 1912 there were no cement factories in India and the 
magnitude of the imports of cement from foreign countries. like 
the United Kingdom. other European countries and Japan. showed 
the extent of market available and the scope for future growth. 
The rise of imports from about 116 thonsand tons in 1911-12 to 
about 160 thousand tons in 1912-13 was in fact tempting to Indian 
industrialists. Naturally several companies were floated thereafter. 
aIld during 1912 to 1916 the following cement companies were 
started:-

Name oj the Company 

Indian Cemeut Co. Ltd. 
Katni Cement & Industrial Co. Ltd., 
Bundi Portland Cement Co. Ltd., 

Capacity 

20.000 tons. 
30,000 tons. 
26,COO Ions. 

As a result of the outbreak of the world war, the output of the 
above companies came under thc control of tho Indian Munitions 
Board in 191!i, and wry little cemont from these factories was 
available for works other than Government during 1915 to 1919. 
Besides. due to lhe shortage of shipping facilities the imports of 
foreign cement alHo received a seth.ck and the prices began to 
mount uP. and rose as high as RH. 250 per ton. The prices paid by 
the Government to the Iwlian cement factories, whose output they 
had controlled, ranged from Rs. 42-8-0, to Hs. 70 per ton, while 
during the same period imported cement cost from Rs. 80 to Rs. 250 
per ton. It will, therefore. he seen that the estahlishrnent of this 
industry, just at tho beginning of the war. saved the country an 
enormouS sum in the cost of an essential item of war supplies. 

The control of cement production in the Country and the 
resulting scarcity of cement available for general consumption led 
to the belief that the productive capacity of the Indian factories 
was far short of the actual and potential demand for cement in 
the country. This belief was fostered by pronouncements from 
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official circle$.' The existing cement companies therefore took 
steps to increase their output, a number of fresh companies in 
addition were floated, and works constructed to meet the anticipat
ed enhanced demand, so that in 1923 the productive capacity rose 
approximately to 600,000 tons, with a capital investment of about 
4/5 crores of rupees.' Thus, the industry recorded a very rapid 
development and the productive capacity outstripped the demand 
for cement in India. The Indian Cement Company whose manag_ 
ing agents are :Mcssrs. Tata Sons, Ltll., opened another factory at 
Banmore, known as the Gwalior Cement Company, and nnder the 
same managing agency ft third cement company was floated 
under the name of the !:lhahaha,l Cement Company. Therefore 
Tata Sons alone have three cement factories working al different 
centres which will come for detailed rcference later. Thus, the 
growth of the cement industry during the post-war boom, during 
1919 to 1923, was at once rapid and remarkable. 

THE ORGANISATION OF THE INDIAN CEMENT INDUSTRY 

WITH SPECIAL REFERENCE TO TRANSPORT 

From the foregoing brief review of the early growth of 
cement factories we now pass on to the study of the organisalion 
of the industry. Due in no small measure to the peculiar 
distribution of the various raw materials requisite for cement 
production, railway transport has come to playa very prominent 
part both in the production ano. marketing of cement_ The 
location of a factory is determined by the vicinity to raw 
materials, coalfielJs and markets. Indian ccmellt factories are 
faced with peculiar dimenlties, they have to carry their coal from 
distant coalfields, and their markets are primarily centred in ports, 
distant from the factory sites, necessitating heavy railway transport 
charges. Besides, in port towns the importer has a considerable 
advantage which increases the intensity of competition and makes 

1. "After the war when the works at present in abeyance will be continued 
the requirements will be greater than ever ......... the output of these 
factories being very much short of the present demand even, it will 
obviously not Buffice for future requirements and there is still room for 
additional works in other parts of India." 
Vide, the"Indian Munitions Board Handbook." 

2. Figures of capital investment quoted in the Evidence Volume of T. B. 
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the question of transport vital for the very existence of the 
indigenouS industry. The problem is primarily one of railway 
transport, which we now propose to analyse. 

THE C. P. GROUP OF FACTORIES 

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

The Katni b'fOUP comprises three cement factories, the Katni 
Cement and Industrial Company, the Central Provinces Cement 
Company and the Uniteel Cement Company of Inelia. The Central 
Provinces Portland Cement Company was registered under the 
Indian Companies Act in 1919 and started working in 1~23. The 
shares of the Company are held by Intlians as well as Europeans 
resident in India. The factory is situated at Kymore ncar Jukehi, 
on the G. 1. P. Railway, and the capacity of the plant was 100,000 
tons of cement every year.' As for raw materials, lime·stone and 
clay are available in good quantities on the Company's own 
property within a mile. Gypsum is brought from the Punjab anel 
Rajputana by rail, and the froight paid is fairly heavy. It varies 
from about Rs. 20 to Rs. 23 per ton. Rajputana is nearer and the 
freight is about Rs. 18 per ton, but the quality of the llajpntana 
gypsum is inferior.' The vicinity to coalfields is a clear advantage 
which has helped to reduce the costs appreciably. Burhar coal 

1. The plant of the Company is being constantly brought up-to·date 
consisting of a clay mm, crushing house and saw mm. three rotary 
kilns, coal plant, cement grinding mills and three ailos for storage of 
cement and is electrically driven. The present capacity of the factory 
therefore has risen to 180,000 tons per annum, the largest cement 
works in India. 

2. Vide, Evidence of Mr. Captain, Evidence Volume, p. 67. 
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from C.P. is used for boilers, but its quality being low Jharia coal is 
brought from a distance of about 500 miles for kilns. The factory 
therefore, is relatively better situatod in respect of coal supply. 
The more important markets of tho factory are Bombay and 
Calcutta both of which are equidistant from the factory, about 
650 miles. 

The Katni Cement and Industrial Company was floated in 1912 
as a puhlic limitcll company and the capital investcd is primarily 
Indian. All the Directors arc Indians. The factory is situated at 
the village Tikuri about 2 miles from Katui junction of the G. 1. I'. 
and B. N. Railways anel commenced working from January 1915. 
Both cement ami fire bricks are manufactured. Limestone and 
clay are obtained mainly from the quarries in the neighbourhood 
of the factory and only a small portion has to be railed from 
another quarry at a distance of about 20 miles. Gypsum is lJr011ght 
from Marwar. As regards the coal supply C. P. coal is used in the 
boiler whieh has to pay a freight of ahout Rs. 2·6-3, and kiln coal 
is brought from Bengal over 450 miles and Rs. 8-8-0 per ton is 
paid for the railway freight. The markets are the same as those 
of the C. P. Cement Company. The maximum capacity of the 
plant rose to ~5,OOO tons in 1930. ' The cement is manufactured 
by II wet" process, and in addition to tho ordinary cement the 
factory turns out a rapidly hardening cement known as 
U Katnicrete n. 

The United Cement Company of India has its faclory situated 
at lVIehgaon, about 6 miles from Jukehi station on the G. I. P. 
Railway, to which it is linked by a siding running from the Works. 
This company was originally floated as the Jubbulpore Portland 
Cement Company in 1920 ami commenced working in 1n2, 
having a maximum capacity of 60,000 tons. In 1927, however, 
the Company was reconstituted under the present name and the 
capacity of the plant is at present about 45 to 50 thousand tons 
per annum. As for the raw materials, limestone and clay are 
found in large quantities near tho factory and gypsm is brought 
from Marwar. Coal supplies are brought from Burhar (C. P.) and 
Bengal coalfields. The principal markets of the factory are in the 
eastern parts of the country. 

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

The Kathiawar cement factories are situated near the ports 
aud thus have an advantage in marketing their produce. The 
factories are two in number, the Indian Cement Company and tho 
Okha Cement Company. 'fhe Indian Cement Company was 
registered as a public company in 1912 with a capital of 
Rs. 12,25,000 which was raised in 191G to Rs. 19 bkhs, and the 
authorised capital was rais,"(1 (rom 20 lakhs to 60 lakhs in the 
same year. This increase in capital was bronght ahout with the 
object of extcnning the company'i:; works at Porlmndar and also 
the extension of the compa,ny's undertaking by the formation of a 
snbsidiary company for the manufacture of cement in the Gwalior 
State in Hyderabad. The Works arc situatc(1 in Porbnnc1er State. 
Limestone and sili~cons f':lt.one (kpoflitS arc Ritnatc\l on the 
Porlmnc1ar State Hail way, about 7 miles from tho Works, sidings 
connecting the same; and the 1'8(luisito clay is obtained from the 
alluvial deposits adjoining the works site. It has to bo noted 
that though the Porhuneler 'larries are situate(l only at a distance 
of about 10 miles from the Works, the cost of transport rose to 
Rs. 5-0·0 per 200 maunds of limestone in 192t, becanse of the 
transference of the railway linc from the PorlJunder State to 
the Gondal State. \Vhon, however, tho lino was re-transferreu 
to the Porbnmler State, the Company made representation to the 
State authorities for a reasonable l'C(lllction in rates and the requcHt 
waS granted. One important fact tint emerges ont of thh; con
sideration is the importance of transport costs which can make 
and unmake industries. The fato of onr crment indust.ry 
depends vitally upon the aWlntle of the railway authorities. 
Gypsum is the only other raw material needeel but the deposits 
of neeelle-shaped pieces of gypsum mixe!1 with clay occnr on the 
marshes within a few miles of the WorkS; hesides, the total con
sumption of gypsum eloes not excced 5 pCI' cent. of the ontpnt of 
cement. Coal is not within easy reach of the factory and has to 
be brought from a distance of about 1442 miles. The cost of 
transport here hecomes very important. Thus, when the company 
was started it was estimated Ihat Bengal coal woulel not cost more 
than Rs. 15 per ton at the Works. f:lubsequently, however. dne to 
freight difficulties the railway rates were enhanceel")o that in 1914 

1. Vide Evidence recorded by tbe Tariff Board. 
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the actual cost of coal rose to Rs. 30 por ton delivered at Works.' 
This was because the coal which formerly used to have rail-cum-sea 
route to Porbundar was forced to the alternative rail route for the 
entire distance. With the resumption of rail-cum-sea route the 
transport charges have fallen again anu to-clay the freight is about 
Rs. 14-8-0 per ton from Bengal. It is clear, therefore, that the 
freight on coal is a heMY charge, more so because about half a ton 
of coal is required for every tone of cement produced; coal 
forms 1.he principal item in the cost of production of the cement 
industry. Of the total amount of coal consmIleu, a part is brought 
from O. P. coal collieries, vb~. Pm'asia, and Iklerah and the railway 
height paiu is Us. 11-12-1i pcr ton." In view of the great distance 
between the factory and the colliery the freight on coal is not 
heavy, but the surcharge of 15 pel' cent. which the Haihvay Board 
has now lcvieel is Smc to increase the cost of production of cement. 

Another eement company in Kathiawar is the Okha Cement 
Company, situateel at Dwarka, a sea-port. This Company was 
floated in 1~J28 for the purpose of acquiring and re·starting the 
cement factory of the Dwarka Cement Company. The factory 
was originally constructed in 1~n9 by the Dwal'ka Cement 
Company awl commenced working in 1922, with a capacit.y of 
100,000 tons. Tho capacity of the works as l'eeonstitutc<l at present 
is ~O,OOO tons pcr year. The site of the Works at Dwal'ka is about 
18 miles from the all-weatlll'l' port of Okha and is also on the 
Junagadh aud Dwal'ka Hail way. Il is thcl'f'iol'c in a good position 
to servo Western India with cemont by rail and to export to other 
ports. The raw materials used arc limrstone, clay and gypsum. 
The first two arc drawn from local (luarries situateu within 2 miles; 
limestonc is blasted by moans of gunpowder anu then loaded by 
hand into the trucks, the truck being drawn to tho factory by steam 
locomotives; ant! clay is dug from the pits anel transported to the 
factory in a similar manncl'. Gypsum i8 obtained from Navanagar 
State which is situatet! from the factory at a eli stance of about 40 
miles. The re!ati ve cost per ton of the raw materials in the year 
1923 was as follows ;-

Stone 
Clay 
Gypsum 

1. Vide Chapter on the Coal Iudustry. 

2. Vide, Coal Tariff, G. 1. P. Railway. 

Rs. 1 7 5 
Rs. 1 13 0 
Rs. 21 10 2 
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This shows the relative importance of the different raw 
materials in the cost of production of this factory. In the case of 
gypsum the freight is a bit high but the consumption of gypsum is 
only about 4 per cent. Mr. Acharya of Dwarka Cement Company 
stated before tbe Tariff Boal'd tbat " whereas stone and clay were 
abont 125 and 40 thousan<i tons respectively, gypsum consumed 
was about five thousand tons only in 1923.'" As for the coal 
requirements of the factory, it is just similar to that of its confrere, 
the Indian Cement Compauy, because coal used in boiler is brought 
from C. P. and for kilns from Eenb"'\. During 1923 an<i 1924 even 
Ben!,,,,l coal was brought by rail due to freight difficulties as pre
viously adverted to, and therefore the railway rates charged then 
were about Rs. H per ton for C. P. coal and Rs. 20 to Rs. 21 per 
ton for Bengal coal. Later, hOWCVCI', tho rail-cum-sea route and 
the' reductions in railway rates on coal lowered the cost of 
transport. 

BUNDI PORTLAND CEMENT COMPANY 

Now we shall rcview the position of cement factories other 
than those of the foregoing two groups. The Eundi Portland 
Cement Company, or as it was then called the Bnndi Hydraulic 
Lime and CemenfCompany, was registered in 1913 and manu
factured both cement amI lime ; it assumed its present name in 1916. 
The Company has a capital of Rs. 40 lakhs in shares of Us. 10 
each, and the factory is situated at Lakheri in Bundi State, 
Rajpntana, on the main linc of the B. B. & C. 1. Railway, Nagda
Mnttra section, about 600 miles from Bombay, the capacity of the 
plant being 160,000 tons per annum. The important raw materials 
are limestone and gypsum. Clay is not required bccauso the 
limestone available in the Company's quarries contains silica and 
aluminia in the requisite proportion. The limestone quarries 
are situated about a mile from the Works. The mining 
lease is obtained from tho State on the payment of a royalty. 
From the evidence recorded by the Tariff Board we gather 
that • the mining lease entered into with the Bundi State 
stipulates a royalty of Rs. 2-8-0 per 100 cubic feet of 
limestone, and extends to a period of 30 years with option of 

1. Vide Evidence recorded by the T. B. 
2. Supra, p. 231. 



CEMENT 129 

renewal.' Gypsum is partly obtained from Jodhpur and Marwar 
and partly from the Salt Range of the Puniab. Coal for kilns is 
obtained from the Bengal coalfields from a distance of about 800 
miles, and for boilers from C. P. over 500 miles. The freight on 
Bengal coal was Rs. 8-8-0 per ton in 1916 which gradually rose 
to Rs. 12-0-0 in 1924. From C. P. the freight was about 
Rs. 9-0--0 per ton. Now it has again been reduced, but it cannot 
be denied that the distance from the coal fields is great and hence 
the railway freight presses heavily, though it is lower per mile. 

THE GWALIOR CEMENT COMPANY 

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

As regards raw materials, limestone is obtained from the hill 
of limestone situated at a distance of about 32 miles from the 
Works on the Gwalior State Railway. Clay is obtained from 
deposits within a mile of the Works. The limestone is quarried 
and transported in 16 tons capacity high-sided hogie wagons on tho 
Gwalior Light Railway running from the quarries to the crusher in 
the factory. Clay is transported by means of donkeys. A cess of 
Rs .. 1-4-0 per ton of cement going out of the Works is levied by the 
Gwalior Durbar in lien of royalty on raw materials, concession 
charges, etc. Thus railway freight on raw materials is not very 
material; even gypsum which is brought from Marwar doee not 
atrect the cost appreciably. Freight en coal is an important item. 
Coal is obtained from the Bengal coalfields and from the Central 
Provinces collieries, half to half, being used in kilns and boilers 
respectively. The cost of coal in 1925 was Rs. 12-0-0 per ton fOI' 

R-17 
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C. P. and Rs. 20-0--0 per ton for Bengal coal, f.o.r. Banmore. Of 
Lhis cost, the railway freight was Rs. 6-11-0 and Rs 10-8-0 per 
ton respectively. Now, of course, both the prices of coal and 
freight thereon have been reduced, but it would he idle to deny 
that the factory, in common with others, suffers from the natural 
disad vantage of being distant from the coalfields. 

THE PUNJAB PORTLAND CEMENT CO. 

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

THE SHAHABAD CEMEliT COMPANY 

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

Limestone and clay are brought from the Company's 'own 
qnarries about 3 miles from the factory on a Light Railway, by the 
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Oompany. Gypsum is obtained from Badwari in Jodhpur State. 
Coal requirements of the factory are met largely from the Singarini 
collieries (Nizam's Dominions" and the balance f"om the Bengal 
coalfields. The distance from the Bengal coalfields is great and 
therefore the freight on Bengal coal is an important item in the cost 
of production of cement. No doubt Singarini coal, being available 
nearby, relieves the burden of freight charge, because for power pro· 
duction Singarini coal is used, and a mixture of Singarini and Bengal 
coal is used in kilns. But due to the longer distauce over which 
Bengal coal has to be carried from the field to the factory, we are 
informed that "the average rate of freight paid on coal per ton of 
cement amounts to Rs. 4-4-0",1 This is interesting because it 
indicates the importance of coal in the production of cement 
and the serious handicap under which our factories work as com· 
pared with their foreign rivals. It should be noted, however, that 
the existing rates for carriage of coal from the Bengal coalfields 
are not heavy compared to the freight rates charged on other 
commodities and work out at • 069 pie per maund per mile as 
against ·152 pie per maund per mile on the Singarini coal.' 

THE SONE VALLEY PORTLAND CEMENT COMPANY 

The Sone Valley Portland Cement Company was started in 
1922 and its works are situated at Japla, on the E. 1. Railway. 
The raw materials used are limestone and shale, the former 
being supplied from Rohtas quarries, about 5 miles from the 
works on the other side of the river being transported by a 
ropeway. Clay is available in the vicinity of the factory. Gypsum 
is brought from Jodhpur. For generating power, Bengal coal i. 
used and is brought over a distance of about 200 miles, the freight 
charge being ahout Rs. 5, per ton. Thus, the comparative proxi. 
mity to coalfields, which this company possesses, brings to relier the 
strength of the factory and its lower cost of production. One 
more fact should be noted in the organisation of this factory 
which affects the cost of production. It is furnished throughout 
willi automatic appliances so complete that from the time the raw 
materials enter the mill until the finished cement is filled into 
the sack they are untouched by hand, the manual labour being 

1. Information received from the Agents of the Shahabad Cement Co. 
2. For a detailed di.cUB8ion reler to the Chapter on Coal, Industry. 
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required only to tie the sack. The factory has cost more than 
Ra. 80 lakhs to build and equip and the plant haa recently'been 
doubled. This company manufactures "Rohtas" cement and 
"Rohtacrete rapid hardening cement". 

We may now summarise the conclusions regarding the cement 
factories in India. Indian cement industry possesses appreciahle 
natural advantages in respecl of raw materials. because limestone 
and clay of excellent qualilies are available in the vicinity of the 
factories. Gypsum, another raw material, has to be carried over 
long distances and the cosl of transport is a little high; it is not, 
however, a very heavy burden as il formR only 5 per cent of Ihe 
final product. In respect of coal supply the cement factories are 
working under great disadvantages and the freight on coal raises 
the cost of production unduly high. Again, from tho location of 
the'factories, it has been shown that port towns are distant. Thus, 
the whole situation in regard to organisation and production seems 
to be encouraging. The freight on coal, which the Tariff Board 
recorded as a very serious item in the cost of production, has also 
been lowered subsequently, though the plea for special concession 
on coal freight has not as yet received due consideration at the 
hands Of the Government of India or the Railway Board, the 
industry has recorded a steady progress and furlher progress may 
be expected in the near future. 

THE MARKETING OF INDIAN CEMENT 

Having done with the production of cement we may now turn 
to marketing. We propose to study the marketing of Indian 
cement and the freights charged thereon before 1925 and the altered 
arrangements after the inauguration of the Cement Manufacturers' 
Association. This broad division in our survey is necessary, 
because the ineffiCiency, the reckless and cut-throat competition, 
inter se, of the cement factories, which characterised the period 
before 1925, came to an end soon after, and the era of stabilisation 
of prices commenced. In the stability of internal prices of cement 
and the re-organisation of the marketing system, we trace the 
seeds of the present prosperity of the industry, The interesting 
contrast between two different stages in the development of the 
industry will bring to relief object lessons, for other industries 
to learn. 
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THE liRA OF COMPETITION 

In this pre· consolidation era, Or the era of competition as we 
have characterised it, the policy pursued was one of undiluted and 
self·seeking individualism. This defect was natural in the early 
growth of the industry and waS noticed by the Tariff Board, who 
observed, "that the period of intense internal competition cannot be 
of long continnance".' This epoch of unrestricted competition is 
of interest, because it brought home the baneful effects of mutual 
mistrust and misunderstanding, the escape hom which Jay in 
making combination and consolidation the watchword of the policy 
to be pursued. The remedy lay within; the ending of "internecine 
conflicts" was the proper course to resort to. It was pointed out 
that .. the primary remedy for the complaint from which the 
industry is suffering lies in the hands of the manninclurers them
selves. Costs are high, and prices arc low, simply because there 
are two many factories, aud it is within the power of cement 
companies to reduce this state of affairs to· morrow if they choose 
to do so. If they are unable to come to an agreement and prefer 
to pursue a policy of mutual extermination, the remedy will 
automatically be applied by economic forces.'" 

Iu order to realise the uature of the problem before the 
industry, we shall in the first place outline the wastes in tr.nspDrt 
costs involved, and the higher railway freights which the cement 
factories had to pay iu marketing their output in the competitive 
areas. The ports are the competitive areas. They are the largest 
consumers of cement. Both the imported and the local cement 
try to obtain a market in the ports. The local factories were 
situated at a distance from the ports. Besides the factories which 
were situated nearest to the ports like Bombay and Calcntta, even 
others, which were at a much greater distance tried to sell their 
products in these ports, and thus paid heavy railway freight. In 
this effort, sometimes, they quoted prices below cost of product,iDn. 

FREIGHT PAID BY THE C. P. GROUP OF FACTORIES 

ON CE~IlNT 

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

1. Vide, Report of the T. B. Par .. 81. 
2, Vide, Report of the T, n;.Pai-a 62: 
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faotories, have common markets, and it was admitted1 before the 
TarIff Board that the intense internal competition deprived them of 
reaping the advantages of geographical position in markets naturally 
protected from foreign competition. Prices being reduced to an 
irreducible minimum even lower railway freight would not have 
helped the industry. Transport advantages were neutralised. In 
the port markets, too, the position was no better. From the 
evidence placed by the Central Provinces Portland Cement 
Company before the Tariff Board, we get an idea of the railway 
freight which the Company had to pay in placing its cement in 
differeut'port markets' :-

Market Freight Price 

R~ .. p. R~ 

Bombay 15 8 0 r,6 

Cal,utt. 11 0 0 62 
Madras SO 0 0 81 
Kartl,chi 28 4 0 79 

Rangoon 25 0 0 76 

The markets shown in the above table are important port 
towns, which taken together consnme abont three.fourths of the 
total cement consumed in India. But the freights tell a very 
interesting tale, varying as they do from Rs. ll--{)-O per ton in the 
case of Calcntta to Rs. aD-(}-o per ton for Madras. It brings to 
relief the importance of freight charge in relation to the distance 
between the factory and the port towns. It is needless to point 
ont that an article like cement cannot bear a freight of Rs. 30 per 
ton; it is nneconomic. This is dne not to the higher freight per 
mile but to the longer distance over which cement had to be 
carried to reach these markets. It is clear, therefore, that markets 
like Madras, Karachi and Rangoon are not within the reach of C.P. 
cement factories. This fact is further explained when we look to 
the colnmn of prices. These are the prices at which the company 
could place its cement in the respective markets. But the actual 
selling prices as quoted from day to day in the markets were far 
below these figures. The highest price which Indian cement could 
then fetch was Rs. 64 per ton. Sometimes the price realised was 

·1. Vide, Evidence recorded by the Tariff Board, p, 101.102. 

2. Compiled from the evidence of C. p, PortJaud Cement C~. 
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far below this.1 But even assuming that the highest price could be 
realised, the figures indicate that the factories would have to sufier 
lOBS in almost all the markets, except Calcutta, varying from Rs. 2 
per ton in Bombay to RB. 17 per ton in Madras. Except Calcutta, 
other markets were therefore uneconomic for this group of factories. 
Besides, the relative disadvantage in respect of freight charge, under 
which the factories worked as compared with their foreign 
competitors, becomes manifest when we recollect that British 
cement paid only Rs. 12 per ton by way of freight charge to Indian 
ports, as agaiust the heavy freight paid by the Indian factories. 

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

The anomalies in rates policy may uow be analysed. The 
freight from C. P. Cement companies to Bombay worked out 
as under:-

Facrory Freight per Ion 
R& a. p. 

The Central Province. Portland Cement Company 15 8 0 
The Katni Cement &; Industrial Company 13 8 0 
The Jubbulpore Portland Cement Compa.ny 15 8 0 

While it would be idle to deny that ocean transport is 
cheaper than land transport. one cannot help thinking that railway 
freight on cement was hlgh and restricted the marketing area of 
Indian factories. One of the reasons for the high freights can be 
traced to the individualistic tendencies of the Indian railways 
already raferred to. In quoting telescopic rates Indian railways 
take into consideration not the total distance over which the 
consignment has to travel, but the distance of each individual line 
covered separately. Thus. for instance, the cement despatched 
from the C. P. Portland Cement Company's siding to Bombay had 
to" pass. before 1925. on the E. I. Railway over 67 miles. and 
thereafter on the G. I. P. Railway over 616 miles, the freight 
charge being Re. 4-13-0 in the former case and Rs. l(}-O-O in the 
latter. The G. I. P. Railway rate was based on 'G' telescopic 

1. On a tender of the Store. Department the price quoted by the 
Jubbulpore Portland Cement Company, which got the order wa. 
Rs. 28·1lI-0 per ton f.o.r. Work .. a price lower than that of the imported 
cement by Rs. ) 5. 

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

KATHIAWAR GROUP OF FACTORIES: ~'REIGHT ON CEMENT 

The Kathiawar group of factories is situated near the sea 
ports, and as snch they have a relatively favourable situation for 
markeling. Their principal markets are the port of Karachi, 
Bombay and Madras, Kathiawar and Gujarat.' As regards the two 
important markets, Karachi and Bombay, the factrories enjoyed de 
facto advantageous location, being at a distance of 300 and 260 
miles respectively. The freight charge, therefore, which they had 
to pay to these two markets was Rs. 6-0-0 pel' ton to either 
market. The relative advantage as compared with other Indian 
cement companies is obvious; the other factories which despatched 
their output to Bombay were C. P. cement companies, which had 
to pay Rs. 15-8-0 per ton as railway freight, and the Bundi 
Cement Company at Lakheri paid Rs. 12-10-8 per ton to Bombay. 

INTERNAL AND EXTERNAL COMPETITIO:; 

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

1. • G' telescope .chedule Will! .. follow.:-
Pie per maund 

per mile. 
1 to 100 mile ............................ O· 24 

101 to 200 milee ........................... 0.20 
200 to 400 mile ............................ O·175 
over 400 milea ........................... 0·l0 

But the rate quoted from Katni W8B apeci.1 which worked out .t .s. 7.10 
per maund as against as. 9·9 per maund which was the schedule !ate. 

2. Vide, Evidence Volume, T. B. Report on Cement. 
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higher freight charges. 'fhis was economically feasible" because, 
as we saw before, the Kathiawar factories were, and to some extent 
still are handicapped by higher railway freight on coal which they 
have to get from Bengal, the entire journey being on the railways. 
This diversion of traffic from loaiI-cnm·sea route to entire land rout 
had doubled the cost of coal. In the Karachi markel, however, 
their position was more secure in respect of competition from 
internal factories, because in this case thcy could secure cheap 
coastal shipping facilities in marketing their output. 

Besides the competition of internal factories, there was the 
competition of importers in the port towns, because they could 
land their cargo directly from the ship without having to pay any 
railway freight. We shall analyse this point later. The importers 
undoubtedly had to pay an import duty of 15 pOl' cent. ad valorem, 
which worked out at about Rs. 9 pel' ton, but this disadvantage was 
neutralised by the cheaper sea freight they hau to pay, which for 
British cement, was about Rs.12 per ton landed at port. The Indian 
factories per contra had to pay bigher freight, except in tbe case of 
a few whicb were beltcr situated. Further, due to lack of adeqnate 
coastal shipping facilities, the factories c{)uld not exploit tbe natural 

advantages of their location. The irregular shipping facilities anu 
relatively higher freights limited the markets of these factories." 

1. 1\.h. Captain in his evidence deposed, IIThere is the Dwarka Cement 
Oompany situated on the coast quite close to Bombay. They bring their 
coal by water nnd yet we under-sell them quite eu~iIy. Their COft is 
higherand we ha\'e got no difficulty in competing with t.hem in DomlJay.!I 
Vide Evidence Volume of 'r. B. 

2. Thc Indian Cement Company pointcd out hefore the Tariff Board : __ 
uPlaces like Singapol'e, J3.\~a, Sumatra, Aden Persian Gulf and 

Mesopotamia would be the most natural outlets for the output ()f 
this Company, as the distances from the port where this factory 
is situa.ted to the markets named are shorter than for other competing 
countries, provided reasonable freights are granted by the Shipping 
Companies. This COlupany is annually importing 1,600 tons of cement 
from -its factory to Persian Gull by country crafts. Exports to 
other places mentioned above is not possible by country craitp, but 
it is very probable with reasonable ocean freight, the present 
steamer freights being prohibitive. Japan is able to export cement 
to Singapore, Java and Sumatra owing to low freights given hy its 
State subsidised atesJIlBhip companies, whilst India is unable to do 
so." Vide Evidence Volume of T. B, Report on Cement, 

R-J8 
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RAILWAY TRANSPORT FACILITIES 

When we turn to railroad transport facilities, the seemingly 
favourable location of Katbiawar factories receives a further shock 
and the marketing area is obviously restricted. The most important 
railways over which the traffic passed are, the Porbundar State, the 
Gondal State, and the Morvi State, the Bhavanagar State, the 
B. B. & C. 1. Railways and the G. I. P. Railways. The Kathiawar 
Railways were. and still are worke<l as separate systems, and 
frequently pursued block·rate policy which handicapped the 
cement factories in marketing their produce in internal markets. 
Besides. other Railways too, like B. B. & C. I. and G. 1. P., quoted 
telescopic rates only on the distance travelle<l on their own lines. 
A rough idea of the freight position can be had from the particulars 
given below :-

Freight Rates:! pieper maundper mile 

Kathiau:ar Railways 

The rate is Rs. 0·4·0 
per mile per one metre 
gauge wagon of 7 tone 
aDd 7 cwts. which ooooe5 
to 0'24 pie per maund 
per mile. 

B. B. d: C. f. Railway 

The rate is based on 
'H' telescopic Bchedule:-

JJ[ iles Pie 
I to 75 0'30 

76 to 300 0'17 
301 to 600 0'15 
O"cr 500 0'10 

O. I. P. Railu'a,l 

The rate is band on 'G' 
telescopic schedule :-

Miles Pie 
I to 100 0'24 

101 to 200 0·20 
201 to 400 0'75 
Over 400 0'10 

The facts outlined above give only a rongh indication of the 
real position. In respect of Kathiawar railways the freight of 
0·24 pie per mannd per mile is apparently moderate, but becomes a 
little prcssing when we remember the number of railways over 
which the traffic has to pass, each having a different rate basis. The 
schedule rates of the B. B. & C. 1. and the G. I. P. Railways 
similarly fail to reveal the real difficulties of the industry because 
the lower freights quoted on long distance traffic, say of 400 miles 
and over, conld not be enjoye<l by the consignment shipped from 
Porbundar destined to Some station on the G. 1. P. Railway in 
C. P. or Berar. because the total distance travelled was on 
numerous lines, each charging the freight for the distance travelled 
on its own line irrespecti ve of the other lines. No wonder then, 

1. Vide Evid.nce of the Indian Cement Company before the T. D. 
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if the cement factories had to pay a highel' fl·eight. Let ns clear 
the position by a few illnstrations' :-

Markee:J to Freight from PorblLndar F1'eight from Bombay 
( per ton) (per ton ) 

R~ a. p. R .... p. 
Ajmer 15 12 0 14 12 0 
Ahmed.bad 11 8 0 9 1 0 
N&apur 26 8 0 13 4 0 
Burat 13 4 0 5 10 10 
Poon" 14 4 0 4 4 0 

The table clearly shows the peculiarities of railway rates policy 
and the advantageous position of the import traffic. Cement 
despatched from Porbun(!ar to Ahmedabad has to pay higher 
freight than that from Bombay to Ahmedabad hecause in the former 
case the consignment has to travel ov('r the Porlmndar, Gondal and 
Bhavanagar State Railways before it reacheR Wadhwan, from where 
it is taken ovcr by the B. B. & C. 1. Uailway to be carrieJ. over to 
Ahmedabad, while in the latter case t1w consignment is carried 
direct to Ahmedabad by the H. B. & C. 1. Railway alone. Similar 
is tho case with reference to traffic to Surat and Ajmer. In the 
case of Poona the numher of railways over which the consignment 
has to pass is increased further, apal·t from the long distance to be 
traversed. The case of N agpur traffic is in no way different. A 
consignment of cement from Bombay can he shipped directly to 
Nagpur on the G. 1. P. Hailway, without any tl'anshipments, 
whereas in the case of Porbundar traffic. there are as many as five 
different railway systems.' 

Thill policy of treating diITerent railway systems separately as 
isolated units in through booking is highly detrimental to the 

I. Compiled from the Evidence recorded by the T. B. 

2. Here a.re BOrne other figures which further explain the above remarks:-
Distance Route Freight per Freight per mile 

~wlund :pcr maund 
Rs. a. p. (pie) 

862 Bombay to Delhi 010 0 ·148 
819 Porbundu to Delhi 0 11 11 ·175 
466 Bombay to Ujjain 0 7 4 .188 
586 Porbundar to Ujj.in 0 9 4 .191 
567 Bombay to Khandwa 0 8 3 '174 
687 l'orhl!dar t9 Kh'lId Wa o 10 7 '184 
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industrial development of the country and neutralises the effects of 
the protective policy. Though the rates quoted ahove refer to the 
period before 1925. the general principles of railway rates policy 
continue to be the same till the present day, as we shan show in 
the following pages. The Railway Tariff should be so framed 
as to foster Indian h'ade and industries and heIp the protective 
fiscal policy of thc connt,)·. 

RATES O:\' CEMEN~' FROM BUNDI 

Having discusse(\ tho marketing arrangements of the above 
two gl'onps of cpment fartol'if's, we Hhal1 now <tescl'iuc in hl'ie£ 
the position of otllf'l' factol'i(>s. rrhe brond featurE's undrl'lying 
the railwa,' polic,' arc true of these factories also. Kathiawar 
factories sent their cement by rail to markets in Gujarat and 
.Central India. The Rnndi Portlan<t Cement Company also 
competed in the &1me markets as will he seen from the facts 
given below:-

Important Markets of Bundi Cement Compnay 
Freight Freigllt 

JJ/i1eage .1ffJ,rL-eti per ton Niieaf]e Jfarl"et:t per ton 

Re. a, p. R& •. p. 
2ii3 Delhi G 10 9 409 Ahmedabad 11 3 5 
383 Cawnpore 7 3 9 365 Ba.roda 10 5 9 

439 Lucknow 11 3 4 355 Sura.t 10 8 0 

551 Lahore 15 12 0 718 Sukkur 23 15 9 
251 Indore 710 7 960 C&loutta 17 7 3 

194 Ajmer 6 6 2 1148 Heounderahad 29 12 10 

616 Bomll1l .. y ]2 10 ~ 

It will be seen that in markets like Ajmer, Ahmedbad, Baroda, 
Surat and Bam by, the Bun(li Portland Cement Company competed 
with Kalhiaw.r companies, as well as with the imported cement. 
When railway freight is considered, Bun(1i cement was at an 
advantage in Ajmer as compared with eilher Kalhiawar or imported 
cement, because whereas in the former case railway freight was 
Rs. 6·6·2, in the latter two cases it amounted to Rs. 15·12-0 
and Rs. 14-12·0 per ton respectively. It is obvious, therefore, 
that competition entailed wasle in the form of higher freight 
charges. PCI' contra. in a market like Calcutta, Bundi cement was 
handicapped by higher railway freight as compared with the Sane 
Valley and C. P. cement companies. Above all, the most 
formidable competition was that of imported cement, It was 
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wasteful for Bundi factory to despatch its cement to Calcutta. To 
Delhi markets, Gwalior cement works could despatch their cement 
at a relatively cheaper freight, because whereas from the Bundi 
WOl'ks the charge was Rs. 6-lO-9, from the Banmore works it was 
Rs. 4·15·8 per ton only. To Cawnpore, likewise, the Banmore 
works could despatch at Rs. 6·13·0, while the Bundi had to pay 
Rs. 7·3.9. In Lahore, the Punjah Cement Company had great 
freight advantages, hecause it is nearer. The freight frem Wah to 
Lahore was Rs. 6.10·8 pcr ton for 209 miles, and from Bundi 
Cement Works for 551 miles the rate was Rs. 15·12·0. Such 
instances can be multiplied. Each company had its own naturally 
protected market, hut the lock of propel' divh;ion of the marketing 
urea led to waste. 

'1'ho other important fact which emerges out of this study is 
that in upeountry markets forei>(n competition was marked by total 
absence, This was due to the high railway freight from the port 
towns to npcountry markets. In these markets Indian cement 
factories have enjoyed greater protection from foreign competition. 
In fact, the Punjab Portland Cement factory, but for this natural 
protection' , would not have been able to sur";;'e, because the transport 
of coal is a very serious item in its cost of production. To some 
extent its markets are free from internal competition as well, and 
this helps it appreciably in selling its output. The more important 
markets of this factory are Rawalpindi, Peshawar, Bannu, Khirgi, 
Si.lkot, Lahore, Phirozpur, Amritsar, etc. All these towns are 
within 300 miles of the factory. Due to this advantageous location 
the Punjab Portland Cement Company did not Buffer much from 
the wasteful internal and foreign competition to which other 
factories had fallen prey. 

RATES Oll CBMENT FROM GWALIOR FACTORIES 

'['he Gwaliol' Cement Company despatched cement to Delhi, 
the Punjab, U. P., C. P., Rajputanas and a few outlying ports of 

1. Railway freight to Lahore and Peshwar, two moat important markets 
of thiB factory from Karachi and Wah worked out as follows :-

From IVak to. Per ton. From Karachi to. Pet'I01I, 

Rs .•. p. Rs. s. p. 

Lahore .................. 6 10 8 Lahore .............. , ...... 18 2 8 

Peshawar ............... £ 14 10 Peshawar .... " ........ utt21 2 4 
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Gujarat.' Some of these markets were certainly immune froll! 
the Inroads of the Imported cement, but, a8 already adverted to. the 
Internal competition was more important. The railway freight to 
some of the important markets of the factory may be noted with 
Interest. 

These freights show the auvantage 01' otherwise under which 
the factory workeu in respect of its market. This handicap, as has 
heen pointed out more than oncC', waS due mainly to internal 
competition, although the rates policy cannot Le entirely free from 
the blame. The defects of the latter we,·o completley clouded by 
the former. In Delhi an,l Cawnpore. tho Gwalior factory had a 
decided novantage over its COmpN'l'S ; Ahmc'dabnd and Snrat wero 
the centres of strong competition between fac(uries in Western and 
Central India as well as imports; Na/"'Pur and Poona werO beyond 
Its zono; and in Khirgi, tho Punjab Cement Company could 
successfully compete with any other importer. But as it was, the 
Baumore factory despatched cement to the aforesaid markets, and 
prices heing fixed by competition. tho heavy freight charge fell 
upon the producers. Consumers of cement could easily pitch one 
producer against the other and exploit the situation. Here is a 
specific case to tho point. In 1 ~23·24 the Iudian Stores Depart
ment invited tenders for cement for the Military Stores Depart
ment at Khirgi 2

, and the Gwaliol' Cement Company, which got tho 
order, quote(l Us. 60-0·0 pel' ton f. o. r. destination. 'rhe 
railway freight from Banmorc being Rs. 22-2-3 pel' 
ton; the price f. o. 1'. Banmorc worked out to be 
Rs. 37-13-9 per ton. This price was in fact unl'emunoratiw', 

1. Vide Evidence recorded hy the Tariff Board. 
Freight from Freight from 

Murl;tt,~ Banmore PortlJ 
(per ton.) (per ton.) 
Rs. &. p. Rs. a. p. 

Sukkur 2011 6 9 4 0 (F'l'Olll Karachi) 
Khirgi 22 2 3 20 13 9 

" " Ahmed.bad 15 U 4 9 I 4 (From Bomboy) 
Surat 17 0 6 /) 10 10 

" " Nagpur 16 4 0 IS 4 0 
" " Poons 12 5 0 4 4 0 
" .. 

Cawnpore 6 13 0 17 12 0 
" .. 

Delhi 4 15 6 19 4 0 
" .. 

S.· Vide, E.illellce VO!\IIIle of Tariff Board RellOri. 
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but it was quoted in competition with the Punjab Portland Cement 
Company. It can be seen that this was an unwise policy for tho 
Gwalior Cement Company to pursue, because Khirgi being nearer 
to the Punjab factory it could tlespatch cement at a freight of ab out 
Rs. 9 per ton, whereas from Gwalior the freight paid was about 
Rs. 22 per ton. It involve,\ a waste of Rs. 13 per ton by way of 
freigbt, apart from otber losses, witbout benefiting either party. 
In short, the proLlcm hefore the imlul:ltl'Y waS primarily one' of a 
better marketing organisation, which would eliminate the wasteful 
competition, combined witb a more sympathetic rates policy. 

POSITION SUMMARISED 

To sum up the position of the Indian c('ment industry in 
relation to railway freight before In5, we find that the freight 
on coal is a heavy item in the cost of production; in the upcountry 
markets, which are protectetl from foreign competition tlue to high 
railway freight from lhe ports, competition inter se, vf the internal 
factories, affects them adversely; port towns, which form the 
most important markets, arc a centre of cut-throat competition 
between the different indigenous cement factories on the one hand 
anti tho importers on the otber. The freight from factories to the 
ports is as a rule high, due partly to longer distance to be traversed. 
As against these hartlships in their way, the cement factories have 
a great future. Great natural advantages, the productive capacity 
of the factories and a large present and potential markets can 
remove any scepticism as to the future. 1.'0 get over their 
immediate difficulties, the cement companies thought of seeking 
some relief at the hands of the State and applied for protection. 
The application was referred to the Traffic Board. 

THE REMEDY PROPOSED BY THE TARIFF BOARD 

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

I. So. Report of tbe Tariff Board. 
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thought of, but it was rejected on the plea that this would mean 
a special favour to this industry when other industries were equally 
in need of a reduction in coal freight. The necessity of a general 
reduction in railway freight on coal was pressed in unequivocal 
terms. The Board was convinced that the question of the cost 
of coal was vital if the end in view was a rapid industrial develop
ment in India. Over a large part of the country progress must be 
seriously retarded unless the freight on coal conld be reduced 
substantially. We believe that no one wouM challenge the 
proposition that coal freights on the Indian railways should be kept 
at the very lowest point which is comlllercially pos.ible. But 
more than this may be required in the interests of industrial 
development. Sooner or later, the country may have to face the 
question whether it would not be worth while to secure a 
snbstantial reduction in coal freights at the cost of sacrificing a part 
of the contribution which the railways made to general revenue.1 

BOUNTY SUllGESTED 

Reviewing the internal competition between the cement 
factories, the Board held that it was essentially a temporary phase. 
We have already discussed this point in the earliar portion of the 
chapter, and therefore we pass on to another issue. The problelll 
of foreign competition was examined and it was held that tho 
industry can hold its own in upcountry markets, where the 
railway freight adversoly affects the importer, and the main 
question was whether it could do so in the great ports.' We ha\'e 
seen that the imp0!1ers enjoyed great advantages in markets near 
the ports, due to cheaper see freight which they could command, 
aud the high railway freight per contra that Indian cement had to 
pay to reach the ports. The competitive area was isolated, and it 
was held that it extended as far as Bhusavalon the G. 1. P., 
Asanol on the E. I. R., Panposh on the B. N. R., Baroda on the 
B. B. & C. I., and Khanpur on the N. W. Roo from the respective 
ports served by the railways. There were two alternative schemes 
for capturing these markets at the ports, either freight subsidy 
or fiscal protection. But the former scheme was brushed aside on 
the plea that" it wonld not be possible apparently to restrict the 

1. See Report of the Tariff Board, Para. 68. 
l/. See Report of the Tariff Board, Pora. 63. 
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subsidy only to consignments to the nearest port" \ and bounties 
were advoeated, subject to certain conditions.' These recom
mendations of the Board were, however, not accepted by the 
Government. 

THE SCHEME OF RATION.UISATION INITIATED 

BY THE FACTORIES 

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

THE MARKETING OF I~DIAN CE}IEl<T AFTER 1925 

Indian cement factories ha<l realised the haneful effects of 
intense internal competition even prior to t.he enquiry of the Tariff 
Board, and attempt:-:l from time to timp. were Inane to form a 
combine, thongh they proved alJortiv('; tlue tb lack of an intelligent 
understanding of the proh1enl on the part of a few members. 
Nevertheless, the gravity or the situation was l)eing constantly felt 
all the time, aud by all the producers, because of the unremunerative 
prices which usually did not covel' even work~ costs. The 
importance of concerted action was tllUS coming to the fore. 
Th!r. Capt..1,in, of the C. P. Portland Cement Company. while giving 
evidence oefore·the Tal'iff Board, remarked that in their self-interest 
the Indian Cement manufacturers should stop cutting each other's 
throat and come to SomG understanding. 3 rrhe Board had also 
pointed out that the primoy remedy for the malady lay in the hands 
of the manufacturers themselves. In due course, the manufacturers 
realised'their interests, and entered into a combine known as the 
Indian Cement Manufacturers' Association in 1826, to husband 

1. Vide, Tariff lloard Report, Para. 69. 
2. Supra, Paras. 70 to 72. 
3, U I say frankly that the sensible thing would be for the manufacturers 

to come to some understanding and not cut each other's throats.JI Vide 
Evi~enc. Vol. P. 102. 

R-19 
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their hitherto frittered resources, and to present a united front to 
their common rivals. 

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

THE CEMENT MARKETING COMPANY OF INDIA 

This marketing arrangement continned till 1930 when the 
necessity of a further improvement was felt, and therefore a new 
association was formed known as the Cement Marketing Company 
of India, Ltd. In this Company are centralised the marketing 
functions of its constituent members. 'fo be clear, all the eight 
factories which had formed the Cement Manufacturer'S Association 
in 1926, now centralised the marketing of their output. The 
constituent factories carryon their production and the total produce 
is marketed by the Cement Marketing Company. This Company 
studies the conditions of demand and the nature of foreign com
petition, and regulates the production of the factories accordingly. 

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

The Marketing Company, having cement at its disposal at 
the different works, on the receipt of an order arranges for the 
despatch from the nearest centre. Now, there are no marketing 
zones fixed for the constituent factories, except for those which 
are outside the pool, and the marketing company manages the 
sales as it thinks best. Take a few instances. If the demand for 
cement in Bombay increases above the normal, the pool would 
adjust its supplies by diverting the total output of Kathiawar 
factories and of C. P. cement factories to Bombay and the internal 
demand would be met by other factories. Again, if some new 
constructional project is started in Siud, the output of Kathiawar 
factories and of Lakheri would be supplemented from other factories 
in the vicinity. These are the instances of abnormal demand; in 
normal times orders are supplied from the nearest works without 
any unusual effort. But the fact of great import to be noted in 
this connection is that the reorganised selling arrangements have 
substantially curtailed the transport costs; long leads are elimin
ated, as far as possible, by delivering cement from the nearest 
factory, and the Marketing Company succeeded, within a short 
period of two years. in reducing the prices of cement, 
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From the foregoing remarks it will be evident that the 
Indian Cement Industry has by its own efforts, eliminated 
the high transport costs, entailed in delivering its produce 
over the distant parts of this vast country, by centralising its 
distribution. This central institution, obviously strong in position, 
commanding as it does the output of eight out of ten cement 
factories of India, is in a better position in negotiating with the 
railways concerned for concessions in freight. We are informed 
by the Cement Marketing Company that railways have granted 
special station·to·slation rales from time to time when urgent 
necessity was shown therefor. l!-'or instance, whenever new 
constructional works commenced and the Marketing Company 
approached the railways concerned for a special station·to station 
rate from the nearest factory the request was complied with and 
the special rate operated till the works were finished. This 1:::1 
done for larger orders. Even for smaller orders we are informed 
that they are able to make suitable arrangements with the railways 
for wagon load consignments. 

The freight schedules, pari passu, have also recorded some 
changes. Indeed these changes are not very material; never
theless, they are important in the evolution of tbe Industry, 
more so because when the Tal'iff Board conducted the investigation 
the railways expressed their reluctance to make any reductions in 
tbe then existing freights.! The mild and diffident attitude taken 
up by the Board retlccts the ultra· conservative freight policy of 
Indian railways, to wbieh even an expert body could fall pre)". 
An active move on the part of Indian railways to foster internal 

1. The Board recorded their findings on the freight question in the 
following termB:-

"We enquired from the railway administration concerned whether 
anything could be done in this direction, but all of them ha ve 
expressed their inability to reduce either coal or cement rates in 
existing circumstances below their present 1evel. rrhe railways have 
already given special concession rates on cement booked through from 
the factories to the ports, a.nd these rates are lower by from Re. 3 to 
Re. 4 a ton, than the ordinary rates calculated by distance. Tha.t 
being BO, we are not in a position to impugn their refussl to do 
anything more. If anything is to be done in this way, it must be 
8ubsidising the freigLts on coal and cement at the expense of 
general revenue. I' 

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

RAILWAY rllARIPFS EXAMINgD 

The General Classification of cement continues to be second 
class railway risk, but on most of tbe railways special schedule 
and station-to·station rates are quoted, so that the general classifi
cation has been reduced to a mere paper classification. In actual 
practice schedule and special rates are of greater moment.. We 
sball therefore examine the changes on thc more important 
railways. 

The G. I. P. Railu'ay"i 
Former Freight based on 'G' tele

scopic schedulc:-

I to IUO miles ...... O·2! pie 
101 ,,200 " .. , ... 0'20 " 
200 " 400 
Over 400 

" ...... 0·175 " 
" ...... 0·10 " 

Prescnt Freight ba.sed on CIO telesco· 
pic Bchcdulc:-, 

l[M2 

1 to 75 miles ...... O·30 pic. 
75 ,,400 " ...... 0·170" 

OYer 400 " •..... 0·10 " 

'I'he schedules mark a very lllinor chang". But the rates to 
port town and some other morc imporlant markets are lower than 
warranted hy these schedules, some of which are given helow :-

Prom Katni Ceqtent Siding Prom J111;ehi From Banmore 
Rate per ma-nnd Rate per maund Ra.te per ma-und 

Rs .•. p. Rs .•• p. Ita .•. p. 
Bomb.y 0 711 0 8 0 0 7 10 
Allah.bad 0 2 6 0 2 4 0 6 7 
Cn.wnpore 0 4 a 0 3 10 
New Delhi 0 6 2 0 6 0 0 7 9 

1. 'I'he freights are in pie per maund per mile. The conditions for 
caniage are the Bame in both the cases, viz., in full wagon loads at 
owner's risk, charges calcu1a.ted on the carrying capacity of the wagon 
used, loading and unloading to be done by ,enders and consignees. 
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The rates reveal that, though below the schedule basis, they 
have not been reduced below the level of 1925. We have selected 
these few stations to show that so far as the railways are concerned, 
except a few minor changes, the position continues to be the same. 
But for the reorganised marketing arrangements the industry would 
have made little progress and the freights do not give any 
encouragement. Improved marketing, however, has helped 
materially, as the above figures indicate, because for instance, a 
market like Allahabad would be supplied f1'om J ukehi at a freight 
of as. 2·4 per mauud instead of from Banmore which would 
cost as. 6·1 per maund, and thus affect a substantial saving. 

'rUE E. I. HAlLWAY 

To take up the freight on the E. 1. R. we note the following 
alterations in the schedule :-

19.12 

Former Schedule' C' : Present Schedule CjK: 

Ito 75 miles 0'38 pie. Ito 75 miles 0'333 pic. 
Plus 70 to 300 

" 
0'18 " 

Plus 16 to 1£0 .. 0'20 .. 
" 

301 and above 0'10 " " 151 to 300 .. 0'17 
" 

" .. 301 to 100 .. 0'126 
" .. Above 400 .. O· 10 .. 

As will be seen, the position of long distance freight has been 
little affected, except that the lowest freight of 0·10 pie pel' maund 
per mile which was formerly available ove,· 300 miles is now for 
the distance over 400 miles. Short distance traffic, however, has 
received some concession. This has special significance to·day 
because long leads have been as far as possible eliminated. Special 
station·to station rates to Howrah below these schedule rates are 
quoted from the cement factories and they continue to be at the 
eame level with a few minor alterations. For instance, cement 
booked from Katni to Howrah was charged a special rate of 
Re. 0-7·0 per maund in 1925 and the present freight is just the same. 
This freight is for the E. 1. R. section only: for the G. I. P. section 
Rs. 0·2·3 per maund is to be added, so that the total freight is not 
affected. The E. I. R. share of the traffic booked from Lakheri, 
via Agra East Bank to Howrah is Rs. 0·1-11 per maund as against 
Rs. 0·7·1 in 1925, an increase of pies ten per maund. The traffic 
from Banmore to Howrah on the E. I. H. section via Naini is 
charged to·day Rs. 0.5·9 per maund, whereas in 1925 the rate via 
Mankipur was Rs. 0-6·5 per maund. From Japla to Howrah 
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the freight is Rs. 0-5-0 per maund as against Rs. 0-4-0 per 
maund in 1925. The Japala factory has thus been materially 
affeoted in the Calcutta market in which it has the greatest 
stake. Apart from this what we want to show is tbat there has 
been no material change in freight since 1925, and that to port 
towns rates below tho schedule are quotcd as usual. 

THE B. B. & C. I. RAIl,WAY 

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

Former Freight Schedule 'Il': 

1 to 75 miles 0'30 pie. 
Plua 76 to 300 '1 0'17 " .. SOl to liDO " 

Over 500 " 
0'15 " 

0'10 " 

103£ 
Present Freight Schedule 'qQ' : 

Plu9 .. 
1 to 75 miles 

76 to 400 It 

Over 400 " 

O' 30 pie. 

0'170 " 
O' 10 " 

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

'£HE B. N. RAILWAY 

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

19$$ 
Former Freight Schedllie. Present Freight Schedule. 

1 to 100 miles 0'30 pie. 1 to 75 miles 0'38 pie. 
Plu. 101 to 300 .. 0'20 .. Plus 76 to 300 .. 0'20 .. .. 301 to 600 .. 0'18 .. .. aOl and above 0'10 .. .. Over 600 .. 0'15 .. 

On the B. N. Railway. therefore, long distance traffic has 
received some assistanee ;'l,i the freight for the first 75 miles is 
raised from ·30 pie to ·as pL' ,,:hich neutralises some part of the 
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benefits for long distances and imposes heavier charge for the short 
distance shipments. Nevertheless the reduction has proved helpful 
to the Industry iu its hnge task of POPUlal'ising the use of cement 
in the country. 

THE N. W. RAILWAY 

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

Railway Freight ex Works to tho undermentioned stations.' 
&hed nle Rate Class Rate. 

Mileage. Station. per ton. [Jer ton. 
Rs. a. p. Rs. a. p. 

·889 AmhalB City II 3 5 23 15 9 
239 Amri tsar Junction 8 1 5 15 1 6 
264 Ferozpur City 8 10 6 16 9 8 
288 Jullumler City 9 3 7 18 0 S 
79 Peshawar City 3 15 7 5 8 7 

345 Multan City 10 5 9 21 6 11 
207 LaLol'C 7 6 I J:l 3 2 
241 Lyallput' 8 I 5 15 3 0 

The schedule rate is thus a suhstantial concession over the 
class rate. But there is nothing particular about thiH concession 
because a similar concession is granted by other railways too. In 
fact the N. \V. Railway seems to be more conservative in qnoting 
special station-to· station rates, than even a company-managed line 
like the B. B. & C. I. Railway, which quotes rates lower than 
the schedule rates to some important markets both from the 
cement factory on its lines and from Kathiawar Works via, 
Wadhwan and Dhandhuka, as referre(l to above. 

THE B. & N. W. RAILWAY 

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

1. Vide Good, Tariff, Part I, P. 442. 
2. Schedule CfN rates are applied when the weight for charge is the 

carrying capacity of the wagons used j loading and unloading to be 
done by the consignments and consignees j ond the goods are booked 
and acceplied on Risk Note From "H". 

3. Subject to the condition, O. R,; C. C ; L, 
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schedule may be noted as nnder :-
1 to 100 Miles 0'20 pie per m&und per mile 

Plus 101 to 200 .. 0'17 .. .. .. .. .. .. 201 to 600 .. 0'14 
" .. .. " " .. above 600 .. 0'10 .. " .. " " 

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

These arc the more impOl-tant railways with which the Cement 
Marketing Oompany has to deal; they carry the major part of the 
cement traffic of the Indian factories, except the ",hahabad Factory 
which caters for the markets in i:iouthern India, as we shall 
presently see. The reduction in rates over those of 192;; have been 
only nominal, and the facilities for the marketing of cement, so far 
as railways are concerned, are on a par with the conditions when 
the Tariff Board enquired. But the de facto marketing arrangement 
of Indian cement has been overhauled, and the reductions in rates 
wherever offered has been better availed of by the industry. Under 
the reorganised system, however, the lack of proper co-ordination 
between the different railways is very keenly felt, and it is 
imperative in the interests of Indian industries that in through 
booking the entire distance over which the consignment travels, 
should be taken into consideration in calculating the telescopic 
rates, irrespective of the number of raihvays concerned. 

FACTORIES OUTSIDE THE POOL 

Before we pass on to the general discussion of the effects of 
reorganised marketing on the cement industry, we should trace in 
brief the marketmg faciltties of cement companies outside tbe 
pool, namely, the Sone Valley Portland Cement Company and 
Shaj18bad Portland Cement Oompany, especially the latter. The 
Cement Marketing Company has working arrangements with these 
companies, whereby they have been allotted geographical areas 
within which they are immune from internal competition except 
in port tOWIlS. Price agreements have also been entered into 
which have helped the stabilisation of prices, and increased the 
effective strength of the factories against foreign importers_ The 
Sone Valley Company markets its output primarily in Oalcutta 

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

The Shahabad Cement Factory is, however, in a slightly 
different position in respect of its markets, for its capacity is higher 
than that of the Sane Valley Factory. It is unable to exploit the 
full ad vantages of its location due to the multiplicity of different 
railway systems over which the tralllc has to pass before reaching 
the consuming markets. The principal markets of the factory 
are in Southern India, right from the Deccan and the 
south of Bombay to the Nizam's Dominions, the Mysore State 
and the Madras Presidency. The Principal railways with which 
this factory has to deal are the Nizam's State Railway, the M.& S.M. 
Railway and the South Indian Railway. Each railway has a 
different basis of freight charge. The N. G. S. Railway formerly 
quoted a class rate but now they have adopted a Schedule rate, 
based on the following :-

For first 75 miles 
PIUB 76 to 300 " .. Above 300 " 

0'38 pie per maund per mile 
0'20 H " " 

0'10" II " 

The M. & S. M. Railway has adopted CIG schedule on the 
following telescopic basis :-

For Drst 300 miles O'S8 pie per maund per mile 
Plus SOl to 400 .. O'SO .. .. .. .. .01 .. 600 .. 0'20 .. .. .. .. 501 .. 600 .. 0'125 " .. .. .. 601 .. 700 .. 0'115 " .. .. .. Above 700 .. 0'10 .. ., .. 

The Sonth Indian Railway have adopted CIK Schedule rate 
which is noted below:-

For firet 100 miles 0'38 pie per maund per mile 
Plut 151 to 250 I, 0'260 " " ,. 
" 251 to 400 " 0'125 " " " 
" Above 400 " 0'115 " " " 

Thus, on a comparison of the above schedules, it appears 
that the schedule rates quoted by the N. S. Railway is more 
favourable than those allowed by other railways. But, the more 
important and outstanding fact to be noted in this connection 
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Is the individualistic policy pursued by the different railways, 
which charge freight on the distance over which the traffic has to 
b. hauled on their lines, irrespective of the total distance travelled. 
This has raised the incidence of freight appreciably. To take an 
instance, cement when despatched from Shahabad to Masulipatam, 
will have to travel over three railways, G. I .P., N. S., and 
M. & S. M. Railway. The total distance to be traveJled is 395 
miles and the freight charge works out as under :-

Pie per maund 
per mi(e. 

The G. I. P.Railway would cha.rge a.t 
The N. S. Railway would oharge at 

and M. & S. M, Railwa.y " " 

0'38 lor 7 
0'38 
0'20 
0'38 

" 150 
" 188 

" 50 

miles. 

" 
" 
" 

Per contra, if all these railways were considered as a single 
unit, the freight would have been charged either on the basis of 
the G. 1. P. Schedule, or on that of the N. S. Railway, which 
would be appreciably lower than the present freight. Thus, the 
advantage of telescopic schedule rates, meant to foster long distance 
traffic, are not availed of by the indu,tries on internal traffic due 
to this pernicious practice pursued by rail ways im pervious to 
public opinion. Therefore, the telescopic schedule far from 
helping our factories discount ipso facto the transport facilities, 
because the internal traffic has to pass over more than two railway 
systems in most cases, and the freight on each system is higher for 
the lower distance travelled. In some cases, in readjusting the 
telescopic schedules, the freight for lower distance has been raised" 
in order to give better facilities to long distance traffic. The 
fostering of long distance traffic is indeed in the inte.-ests of the 
country, but the particularistic proclivities of our railways, 
insisting as they do on being treated separately, transform what is 
obvionsly a very desirable action into an evil, and thereby help 
the penetration of the imports. The imports can avail themselves 
of the telescopic freight charge on the total distance, and get into the 
interior of the country through main trunk lines running from the 
ports; the industries in the internal centres have to pay higher 

1. On the G. I. P. Railway which had • G' schedule rote formerly, th. 
freight for the first 100 miles wos at 0·24 pie per maund per mile, but 
in thepresent schedule the freight for the first 75 miles i. at 0'30 pi. 
per maund per' mile. 
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freight per mile and subsidise' their rivals. The root cause of 
despair is the alarin~ lack of co-ordination in our railway policy; 
the entire railroad net should be one entity, functioning in the 
interests of Indian trade and in lustries. 

From the foregoing brief account of the re-organised market
ing arrangements based on the agreements of the cement 
companies inter 8e, either within or outside the pool, and the 
freight quoted on different railways it seems safe to conclude that 
the industry, on the whole, has succeeded in eliminating the 
disadvant.~ges in the distribution of cement. The more obvious 
difficulties which still perSist, in spite of the energetic and intelli. 
gent efforts by the industry to remove them, are due to defects 
in the railway policy of the country, 

EFFICIENCY RE~ULTING FROM REORnANISATION 

As a result of the aforesaid reorganisation of the Indian 
cement industry aud the centralised advertising and propaganda 
conducted, pari passu, by the Cement Marketing Company, the 
efficiency of production and with it the consumption of cement 
has recorde 1 a marked increase. The consumption of cement has 
increa"ed from about 378 thousand tons of Indian cement in 
1925-26 to 762 thollsand tons in 19M-35. As regards the increase 
in the efficiency in production we have not been able to get the 
figures of the cost of production, hut a rough indication can be had 
from the increase in the productive capacity of the factories given 
below, because the industry is subject to the laws of increasing 
returns and consequent lower costs per unit as the aggregate 
output increases. 

Pr6sMt Capacity (Tons). Former Capacity 
1935 ( Ton.) 

C. P. Cement Company 2,00,000 100,000 
Bundi Cement Oompany 2.00.000 60,000 
Sh.h.bad .. .. 1,40,000 .0,000 
Katni .. .. 1,30,000 72,000 
Punjab .. .. 1,00,000 33.noo 
Okh. .. .. 1,20,000 100,000 
Sone Va.lley " 1,51',000 50,000 
United Cement Company 60,000 60,000 
Gw&lior " " 70,000 40,000 
Indian I, .. 40,000 30,000 
Coimbatore " .. 65,000 

1. Ports being linked more directly with the internal centres importel'l 
can better avail of the telescopic rate, and the indigenou, industries 
ha vo to bear the bru.t. 
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AnotMr indication of the efficiency of the industry is the 
reduction, in addition to the stability, in prioes. The prices on an 
average have been reduced by about Rs. 3 per Ion since 1929 due 
10 the efforts of the Cement Marketing Company of India, as can 
be seen from the figures given below ;-

Prices in 1ge9 P"ictlJ in 1933 
Market. Fe 0 R. Destination F. O. R. Destinatio Ilo 

R,. n.. p. Rs. &0. p. 

Bombay City 52 0 0 50 0 0 

Bombay Suburbs 05 0 0 60 to 62. 
Gujra.t 65 0 0 52 0 0 
Central India 56 0 0 52 8 0 
Rajputa.na. 56 0 0 52 8 0 
Sind 57 0 0 65 0 0 
KarMhi 50 0 0 48 0 0 
Baluchistan, Quetta 67 S 0 62 8 0 

Delhi M 0 0 52 8 0 

GROWTH IN CONSUMPTION 

This efficiency in the organisation of the industry and the 
resulting reduction in prices augurs well for the future. In India 
the consumption of cement being very low, only about 5 Ih'. 
per head as against 600 Ibs. per head in U. S. A., 400 lbs. in U. K. 
and aboul 350 Ibs. in France, the prospects for further growth in 
the market are immense; the field only needs a proper ploughing, 
which is being carried on by the Marketing Company. The Tariff 
Board, while discussing the growth in India's demand for cement, 
remarked that if consumption continued to grow at the 8ame rate as 
il did between 1919 and 1924, it would not be long before the 
demand again overtook the productive capacity of the works. 
In tbat case by 1928 or 1929 India would be using 600,000 
tons of cement a year and the position of the industry would 
be greatly improved" Later developments have proved the 
prognostications of the Board, because since 1929 the consumption 
of Indian-made cement has increased to about 762 thousand tons 
in 1934-35. The consumption has been fostered, inter alia, by the 
price factor, as referred to above. This price factor as a/fecting 
India's demand for cement was emphasised in unequivocal terms 

1. Prices supplied by the Cement Marketing Company on 8 perlOn.1 
interview. 

~. Vide Report, P&u, lfi, 
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by the Board1
, and it has been strictly borne In mind by the 

Indian cement factories." Profiting by the investigations of the 
Board. the startling revelations made and the warnings sounded, 
the industry has strenuously strived to effect every possible 
economy alike in production and distribution, and consequently 
the consumption of cement has been stimulated considerably. 
The baneful prejudice against Indian cement has now been com. 
pletely removed and if the imports persist to-day, it is primarily 
due to transport difficulties in the way of Indian factories, and the 
insistence on barrel pac kings in districts with heavy rainfall. In 
fact the Quality of Indian cement as supplied by the Indian 
Cement Marketing Compauy is said to be far superior to British 
cement. The remarkable advance made in the production of rapid 
hardening cement and the coloured concretes, marks the efficiency 
o(production and the scope for its futnre growth. The difficulties 
of transporting cement through wet districts are being increasingly 
overcome, and the adoption by the Cement Marketing Company of 
new twiII bag with a waxed crepe paper lining, marks a step 
further iu this direction. As regards the transport difficulties. 
especially to the ports in the South. considerable relief would be 
afforded. if the conshmment. travelling over more than one line, 
gets the telescopic rate on the total distance travelled. The policy 
of co-operation between the railroads and the industry, and 
a proper appreciation of the mutual difficulties may be suggested 
as the proper remedy. 

1. It is & mistake to assume that the growth of cODsumption of cement will 
not be aO'ected by the price at which cement can be bought. For 
certain purposes, it is true, cement is indispensable, and will continue 
to be used almost at any price. But for many other purposes cement 
enjoys DO monopoly, and is in constant competition with other methods 
of construction and other ma.terials, which already hold the place and 
must be displaced. A rapid extension of its use can hardly be expected 
under the prices continuing to be relatively low. This is particularly 
true of up~country markets like the Punjab where, on account of the 
distance from the sea, imported cement has always been expensive and 
consequently little used. A marked rise in the price would probably 
retard the growth of commmption and as very substantial increase might 
for the time being stop it altogether. In view of the excelS of pro .. 
ductive capacity over demand industry needs a rapid expansion and 
consumption. Report of the T. B. Vide, Para,:20. 

S. The cement factories have recently adopted a merser acheme. 
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SUMMARY OF CONCLUSIONS 

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

(2) In respect of coal supply, which is the primary source of 
power, the factories are situated at a great distance from the 
coalfields with the result that the freight on coal is a very large 
item in the cost of production. So also the remoteness of the 
factories from the port towns, by far the most important markets, 
is a serious handicap, because it entails high rail way freight. 

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

(4) Reorganisation of the industry has resulted in efficient 
production and consequent lower costs; consumption of cement 
therefore has recorded a marked increase. These progressive 
elements augur well for the future of the industry. 

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



CHAPTER V 

COAL 

IMPORTANCE OF COAL TRANSPORT IN INDIA 

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

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

1. Since the coal traffic passing to Ahmedabad has to pass over more than 
one railway-from the coal-field, to Howrah there i, one line and from 
Bombay to Ahmedabad there is another railway, taking the sea route
it does not get the benefit of the through calculated on the total 
di,tance traversed on the railways, The case is similar even when the 
tolal distance is traversed on land alone. Tarilf Board, EVIdence 
Vol. II, P. 148-49. 
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Cotton Mills have to pay heavy transport charge op. their coal 
requirements, due to the longer length of haul. Of course, there 
are other handicaps as weil" which help to raise the rates above the 
normal level, but, distance is by far the most important. The same 
is the case with other centres like Cawnpore, Agra, Delhi, Amritsar, 
etc., which have to depend solely on railway transport for the 
whole lead. It should be noted that when coal is transported from 
Bengal coal-fields to centres like Amritsar and Lahore, and the 
traffic has to pass over the E. I. R. and the N. W. R., a through rate 
calculated on the total distance from the coal-fields to the consuming 
market is not quoted, even though both the lines are under State 
ownership and management, because railway authorities do not like 
to give up their old practice to which they have been accustomed 
since long. This was admitted by the railway authorities before 
the Tariff Board in its enquiry on Salt." This is a very sad 
commentary on the Indian Railway policy. The burden due to 
this individualistic policy presses heavily upon the movement of 
internal traue, especially coal, because the internal traffic has 
frequently to pass over more than one railway system, and on the 
different gauges ovcr the same railway. This obviously adds to the 
cost of transport. In what follows, therefore, we shall examine the 
organisation of the Indian coal industry with special reference to 
railway transport. 

RAILWAY RATES IN THE PRE-WAR PERIOD 

Ca) Nineteenth Century 

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

1. Vide, Report of the Indian Tarilf Board, Vol. of Evidence. 
&-21 
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strictly from the standpoint of rail way economics. it cannot be 
denied that' foodstuffs can bear higher transportation costs than 
coal. though both of them are necessaries 'of life. The place 
utility or added value created by the transport of coal is much 
le88 than that in the case of food grains.' The Government of 
India. however. soon reaJised this disparity. and hence in 1891 the 
rates on coal were fixed on a lower basis." The wagon-load con
ditions attached to the carriage of coal were very high. and hence 
small-scale indnstries were prevented from reaping the benefit of 
lower rates. Indian industries. especially in the nineteenth 
centnry. were only in their adolescence. so far as the factory system 
is concerned. and therefore they could not afford to purchase their 
coal reqnirements ex-colliery in larger wagon-loads. so as to avail 
themselves of the lowar rates. In actual practice. therefore. the 
mannfacturers generally had to pay substantially higher rates. 
It seems that the reduced rates and rebates were at the time mainly 
intended for the benefit of State railways. the object being to 
reduce the cost of operation of such railways. It may be suggested 
that if the wagon load conditions were relaxed a little, other indns
tries wonld have enjoyed similar advantages and their cost of 
production would haVD been lowered. 

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

For all distances up to 400 miles-O '18 pie per maund 
per mile. 

For distances above 400 miles-for the first 400 l!1iles-
0'15 pie per maund per mile. 

For distance in excess of 400 miles-O·lO pie per maund 
per mile_ In addition the rebates formerly allowed were 
continued. 

1. For· a detailed theoretical discussion on this point refer to Chapter . 
• Theory of Rail way Rate .. ' 

2. Vide, S. C. Gho,e-" MODograph on Railway Rate •. " 
3. S. C. Ghase, II Monograph,U P. 368. 
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These rates were intended to be the maximum rates that the 
railways could charge, the minimum being one-tenth pie per 
maund per mile which was in force since long. The rates 
between two points were to be calculated by the shortest ronte. 
As the Government could not compel all the railways to accept this 
schedule, it provided that the through rates on the traffic booked 
over the railways which did not accept this schedule shall be the 
sum of the local rates. These lower rates proved highly beneficial 
to the coal trade, and therefore the traffic increased considerably; 
the output nearly donbled itself within lhe next five years. This 
closes our survey of the coal industry in the nineteenth century. 

RATES IN THE TWENTIETH CENTURY 

(b) Pre- Wa,' 

The twentieth century heralded a new era in the history of 
the development of Indian coal industry and the ontput of coal 
began to mnltiply. The transport facilities could not keep pace 
with the rapid growth of the industry and the traffic congestion on 
the E. 1. R., which was the only line serving the coal fields, drew 
the attention of the Government as well as the business community. 
It was found that the E. I. R, could not provide adequate facilities 
for the traffic, which had increased and was promising to increase 
further. Therefore, the B. N. R. was allowed an independent 
access to the Jharia coalfields by the construction of their branch 
line from Midnapur to Jhari.. The entrance of the B. N. R. into 
the Jharia coalfields gave a good stimulus to the Indian coal 
industry, because the sole monopoly of the E. I. R. was checked 
and the much needed competition came in. As the demand for 
coal was increasing, the Government made a further rednction in 
rates in 1902.' The following reduced rates were introduced:-

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

.. 200 .. .. 450 .. 

" 451 " "1000,, 

I. Vide, Gho.e'. Monograph, P. 123. 

Pie per maund 
per mile. 

0·14 

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

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

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

up to 500 miles inclusive 
Plus for any distance in excess of 500 miles 

Pie per maund 
per mile. 

0·14 

0·12 

0'06 
0'05 

SUBSTANTIAL REDUCTION IN RATES FOR LONG 

DISTANCE TRAFFIC 

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

1901 190£ 1907 

Ra ... p. R... •• p. R... •• p. 
Be1l&reI 8 I 0 6 2 0 4 2 0 
Cawnpore 11 I a 8 15 0 5 15 0 
Delhi 14 14 0 12 5 0 7 15 0 
L&hore 19 5 0 16 9 0 9 13 0 
Bombay 21 4 0 21 7 0 II 4 0 
Karachi Z7 13 0 25 2 0 12 10 0 
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It will be seen that the reduction in rates was appreoiable. 
The rates to Cawnpore were reduced from Rs. 11-1-0 in 1901 to 
Rs. 5-15-0 in 1907; for Karachi Bombay and Lahore the reduction 
was 50,48 and 41 per cent. The railways profited both as the 
consumers and carriers of coal. The quantity of coal used on 
railways increased by about 40 per cent., within three years arter 
1905.' Besides, the traffic gave a prompt response to every 
successive rednction in rates, thereby augmenting the net earnings 
of the railways. 

Though transport costs play a more prominent part in the 
coal indnstry, by themselves they do not reveal the true nature 
of the indnstry, because there are other factors no less important 
which affect the cost of production. Efficient production measures 
the true strength of the indnstry. It may be noted that the 
colliery owners exploited to the full the advantages of rednced 
rates offered to them. As shrewd and alert business men, they 
improved in the meantime their methods of raising coal and 
rednced their pithead costs. Fortunately, the economic conditions 
of the country were also favonrable to the advancement of the 
coal indust,ry. As the demand for coal. both for internal consnmp
tion and for export, was rising, the colliery owners, being assured 
of the market for their output, increased their production and 
made huge profits. We have already noted that the peak of 
export of coal was reached in 1906 ; this was so because the f. o. r. 
prices of coal were gradually falling and also the railway freight. 

RISE IN PRICE, RESTRICTED THE DEMAND FOR COAL 

The prices of coal which fell gradually from Rs. 4-0-0 per ton 
in 1899. to Rs. 3-8-0 in 1905 record a sudden and substantial rise in 
1906 from Rs. 3-8-0 to Rs. 4-10-0, a rise of about 00 per cent. This 
rise in prices, recorded in the year 1906, increased further in the 
following year,and in the year 1909 the average price was Rs. 6-12-0, 
nearly double of that in the year 1905. The growth in the coal 
industry, which was fostered by low prices, was checked by this rise. 
Indian industries suffered from the scarcity of coal, and foreign 
markets. in which India was one of the several suppliers of coal, 
were lost. Markets in the Far East and Ceylou took to Australian 
and Natal coal. In order to appreciate the extent of rise in prices at 

-1. Vide, Gho,e, "Monograph," P. 3~6-~7. 
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the consuming centres it is of interest to note that Bengal coal, which 
was available in Bombay at prices varying from Rs. 10·0.0 to 
Rs. 12-4-0 per ton in 1905, was being Bold in Bombay at Rs. 17-0-0 
per ton in 1908_ The Cotton Mills of Ahmedabad, which had been 
taking Bengal coal, were found to resort to wood fuel for power, due 
to this rapid rise in prices. Industries in the up· country centres 
like Cawnpore, Amritsar, etr .. suffered seriously and curtailed their 
requirements. 

LOSS OF CONFIDENCE IN THE BENGAL COAL 

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

From 1910 production as well as consumption recorded a 
marked increase. Production increased from 120 Jakhs of tons In 
1910 to 165 in 1914, while consumption increased from 118 to 163 
during the same period, as the figures of consumption indicate. 
The import trade in coal has been more lluctuatinll. liS also the 
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export. but the change has been to the disadvantage of the Indian 
industry. The imports of foreign coal which were 3·2 lakhs of 
tons in 1910 doubled themselves in 1913. whereas our exports of 
coal dwindled from 9·9 lakhs of tons in 1909 to 7·6 lakhs of tons 
in 1913. This was a very serious feature of the coal industry. The 
imports of coal were shared by South Africa. Japan Australia and 
the United Kingdom. but the most noteworthy fact was that African 
coal acquired a strong hold in the Indian market. its imports having 
increased from about 18 thousand tons in 1910 to about 246 thousand 
tons in 1913. due primarily to rebates on the export coal granted by 
the African Government. which we shall discuss in detail later. 
The imports of the bounty-fed African coal later assumed a far more 
serious character and became a menace to the Indian industry. 
Further. the fall in the export trade from about 10 lakhs of tons 
in 1910 to about 6 lakhs of tons in 1914. and the consequent 
loss of foreign markets placed a very formidable obstacle in the 
growth of Our coal industry. Indian collieries found it difficult to 
regain their hold on these markets. The increase in the demand 
of coal in the home market was of course met primarily by 
internal production, but the 10s8 of foreign markets was detrimental 
to the interests of the coal industry. This weakness. however. was 
not seriously felt. because of the increasing demand for coal in the 
Internal markets. "An increase in the absorptive capacity of the 
Indian market. however. fully cOlllpensated for the decline in 
exports and the increase in imports". With the progress of 
industrialisation in India the demand for coal was increasing 
rapidly. because the alternative sources of power were limited. The 
use of electricity for industrial purposes was almost unknown. 
Foreign competition. therefore. caused no serious injury for the 
time being. The average prices of Bengal coal f. o. r. at mines had 
risen to Rs. 6-8-0 in 1913. and Rs. 7-5-0 in 1914. But the adverse 
effects of the loss of foreign markets. in long run. cannot be denied. 

With the outbreak of the Great War conditions became 
abnormal. Communications between the countries were cut off 
resulting in the dislocation of trade and commerce. In the belliger· 
ent countries national resources were pooled together and directed 
towards the I;\lilitary operations; India had also to share the 
burden. TlJe proseclltion of the war meant cOllsidenble strain on 
transport fae\lltiea. both internal and external. The insnfficiency 
and inseonrity of ocean transport hindered her import and export 
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trade, and the inadequaoy of railroad facilities rest deled her 
internal trade. This insufficiency of railroad transport for 
commercial purposes was due to the concentration of the major 
portion of the plant for military requirementS. 

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

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

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

The imports of coal, due primarily to freight difficulties 
received a sudden check and feU from 190 thousand tons in 1915 
to 34 thousand tons in 1916, and it is only once between 1916 and 
1920 that the imports increased over 50 thousand tons. With 
the elimination of foreign competition in the entire industrial 
field., and not. lIJ.erely in the coal trade, the scope for expansion 
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increased. rrherc was an extensive and growing demand for coal 
in India during these years at first for munitions, and later for the 
new industries, which endeavoureel to establish themselves during 
the boom period, and prices moved steadily up\varus. The rising 
demand for coal was met by increased home pro(luction. Let uS 
now revert to the position of railway facilities. 

BNHANCEMBNT IN RATES 

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

GROWTH IN TONNAGE AND EARNINGS 

These enhancements in rates could not check the rising tide 
of Indian coal traffic due to growing demand and we are not 
surprised to note an increase in the shipment as well as production 
of coal. In fact, the Increase in the production of coal aftel' these 

1. Ghose, "Monograph", pp. 373~74. 
R-22 
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enhancements in rates were more rapid so that in the three years 
following, production soared high, being nearly 21 million tons in 
1918 and 281 million tons in 1919.' 

A8 the figures show, both the tonnage and the earnings there
from have increased; the increase in the total tonnage in 1918-19 
over the year 1913-14 was about 53 per cent., whereas the increase 
in earnings over the same period was about 60 per cent. We also 
note that after the increase in rates in 1916, the traffic received a 
setback, anli the rise in tonnage which had been gradual and 
steady right from the year 1913-14, was interrupted and feU from 
about 2241akhs of tons in 191G-17 to about 218 lakhs of tons in 
1917-18. But the earnings recorded a rise from about 800 lakhs 
in 1916-17 to about 827 lakhs in 1917-18. Thus we find that the 
railways got higher earnings with lower tonnage. This waS 
'prejudicial to the interests of the industry. But the difficulties of 
the industry did not enli here, and in the year 1919-20, after the 
cessation of the war, we find both the tonnage and earnings 
falling con,iderably. The production dropped to 18 million tons 
in 1920. This was, however, a post-war year and hence 
several other factors which crept in after the cessation of the 
hostilities have to be given due consideration, which we shall 
discuss later. 

INADEQUATE RAILWAY FACILITIES RESTRICT GROWTH 

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

1. Coal traffic on India. railways during the ,yar was as follows:-
Year Total Tonnage Earnings 

Il&kb. of ton.) (l.kb. of R .. ) 
1913-14 171'1 497'8 
1914-15 184'7 664'5 
1915-16 190'6 630'9 
lUIG-17 223'9 799'G 
1017-18 218'2 827"1 
1918-19 232'5 880'4 
1919-20 214'0 790'8 

Campi"ed from the Reports of the Railway Board, Vol. II. 
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production and consumption of coal, we find that some industries 
were starved of their coal requirements and had to curtail their 
activities. Even with the higher rates, mil ways failed to provide 
adequate facilities for the transport of coal. Lack of transport 
facilities curtailed the raising of coal. The Coalfields' Committee 
has collected very valuable evidence which proves boyond doubt 
that the railways failed to provide adequate transport facilities 
even at the higher rates. The Committee remark; .. The want 
of a steady and sufficient supply of suit.able railway wagons is 
most important. It is generally admitted tbat not only the 
number of wagons available, but also tho facilities for moving 
them have been inadequate. No improvement can be effected in 
the industry until this outstanding defect of inadequate transport 
is radically and permanently rectified. The lack of transport is 
itself a direct cause of waste.'" The Acworth Committee recorded 
similar' finding. .. There is a rapidly increasing demand for 
Indian coal, and output could keep pace with it, but is blocked 
by the limitation of the railway capacity.'" Thus the development 
of coal industry was restricted by the absence' of adequate trans· 
port facilities. 

RAILWAY RECEIPTS FROM COAT. TRAFFIC ANAT.YSED 

The development of the Indian coal indnstry. notwithstand· 
ing the inadequacy of transport facilities, proved beneficial alike 
to the carriers. the producers and the consnmers. The earnings of 
all the railways from coal traffic, increased, 'M will he evident 
from the following table ;-

Ea,'nin(j8 on Coal Traffic' 
(in lakhs of Rs.) 

Year B.N.B. E.T.R. G.I.P.R. 
1914-1;' 94,;' :134·;' 42·7 
191!H6 10!i ·4 :IM' ·1 76,;' 
1916-17 120·8 40g·~ mJ.l 
1917-18 12;"2 387·9 97·a 
1918-B 119·7 437'1 112'2 
1919-20 121·1 408·8 99·7 

1. Coalfields' Committee Report, Para. 74. 
2. Mr. Church, Mining Engineer to Railway Board, Acworth Report, p. 7. 
3. Compiled from the Reports of Railway Poard, Vol. II, ID13·14 to 

1920-21. 
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We emHot,. however. fail to note that war hart offered an 
lFliqnc np:VH·tnllit~r tn Ill" Twlia'l ('011 in(lnqt.t'y. which could not be 
fnlly ntili-vd (1nA ~"H'i1l1fl1'i1y to lack of tr.ln'lpOl't facilities, hecanse 
tll'" heavy Rh'ain of milihrytl':1n'i!)ol't, so 111nch ~o that by the end 
of th~ \Val' th0 In(1i:111 l\tHw:ty R,\':-itel1l Htoo(l thol'on<:rhly paralyseu. 
R('Il'lil'~ an'l J'rnew:l18 h1'1 hrrn pn~tpnn('rl in,h~f1nitrl~r. "ThN'O iH 

a 1a1'~(J (lc~lnanll fot' Inllirm coal for export,. hut in t.he ahsence of 
a lc:l11fltO tl':1n~port f;tciIHi('~ fill' In('ctilv.{ H, Inrlia i~ missing an 
('xcGptional opportunity of (';;~ahli:-ihin!.! it.~('1f in tho forpign 
1I1:l.1·1{E~tS. w1lere itA CO:ll i-l in !!l'C'n.t. (lrmnll(l, If ado(]unto railway 
facilitiC'f{ <1t'0 ])1'ovi(l(>,l th(', prorlnrtion of coal could he increased."! 

In:1fleqnah" railwar faeilHi(>,~ rC' .. dl'ictf'd olltpnt. In l~lH anrt 191a 
1lliJl(l~ l':liScrl far 1l101'f' cO:ll th:1Tl thr l':tilway ronM tl'fln8port flwl 
]011 to rapi(l ncrlllnnbtio!l of Rt()('k~ in Ow ('ollirrlrfl. II 

TJJll PO~1'-WAR PO~I1'IOX OF Trrr. COAT. IXDU~TnY 

The treaty of YC']'~')ille4 lH'l'nlil"ll fl new 0)':1, in the inrlm;tl'ial 
hi,·,tory of the 'VOrll1. Tllf' ahllOl'm:Ll conllitio1l4 having' h('('n 
removed, the fir1(1 waq prrp1rPIl for J'(>or,:..(":m i:4:1rio11 aHfll'E'conHfrnction. 
The re·hn.hilitation of the cl)l1ntry aftrl' t.he ra\'a~(':i which war hail 
wrou~ht waR Ow wntch-wfll'rl of tho rhy. While tlH~ helli.qorent 

connt.rie~ wore thn4 enqa~('rl in tlleir taf'k, the noutra.l countrieR 
trie(1 to incrpa~c th('ir COll11l1crcial adiyitirH. Thi.-l lDrant incl'E'aR('(l 
demand f(w go{)(I:4 :111(1 :-:.0rvic('~. TIng"(' (1rh18 W0re incul'I'C'{l for 

reconstruction of tl'nrlr :111(1 illdn~ll'ie-:. Intlirt':-l ta:-:k Wflf-l no If'~~ 

(limenlt. 
Railway faciliti('~ in Tll,lia 1w.ll fan~n Rhorr, or the requirement:'! 

lon,q hefore the close of the Wrlr, anll. as Wo Imvo noted ahoY!?, large 
qnantitlc~ of cnal nccl11nnlat,0;1 at the collierif's, rspecially rlnring
the Y0[1l':-l 101R awl 1919. Aftf'l' thp c(>f-tsntion of hOl'ltilitie's, it 
was incumhent upon the GoVel'nm0nt of India to take np hn
me,liately the rehahilihtion of tho railway plant. so as to ~up]lly the 
g"l'owin(.{ transpnl't l'eqnit'r-tnnnts of lrarlr [mil industries. But the 
n()" ... ("rnm~nt of Inclia failei! to m:lke nny immediate provision and 
took action9 which mal'roll the fntm'(' of the country. Im~tead of 
helping the in(ln'ltl'iu~, which had hoen f1ct llLl I1m·jng the wm', duo 
pT'im'll'ily to th~ nece~sitir,'{ anrl rircllllF1t.flnc('~ created by the war, 
it (lither withllrew t.hn fOl'rnl1t' lH'ip or did not, givp ndditional hr:1p 

1. Sir n. Tnne~ ~ '\cwor:,h C'oO\mit.te~ Report) "P '7. 

2. Tariff JJoard, P.ra. II. 



which tho post-war conditions called for, Natural protection 
which wa~ "[rmIGrl to Inrlian inrlmtries 11y the elimination of 
foreign cnmp~tition craRf':l after t,hc c~:";:jJtinn of hostiliti('~. Un<lcr 
t,he :\llvC'1'f!0 post-war condition:'l an(1 r-:t.cp-mothrrly tl'0at.ment of the 
R~fl.t(·. th0, infant lmt (\Y,-!onthl inllw.Jt,rirg which \Val' hacl fostf'l'rll 
~non ~av(>, way h<?fol'c tlv~il' [()l'('i,~;n l'iY:11~. Thi8 vitally aifcctc(l the, 
interests of the coal iUrlustl'Y, which we shall have occasion to 
discns~ latcr. 

In En~, 1\[1'. Tr(>'hal'Tlo RC'('~, a "\1ining En~inc('l' was engagecl 
hy the Governll1ent or In(lia to inv0stigatc and report, on the con· 
aiti()n~ of coal mining imlu~tl'Y with [l view to incl'l'n~e the efficie-ncy 
oE the' in(lnstl'Y. Ho visited th0 ('o~lOrltl.<j of Raniganj and Jharia 
:ll1l1 in Ang-m;t of thnt. Y<'<1l' fmll111ittpd his J'I'})()T't ()n the brst mE'an~ 
()f Recnl'in~ grratcl' economy in thr l)l'o(luctiml and commmption of 
conl. 'rlWl'C'11pon thf> OovC'l'nmrnt of In {lin. nppnintC'(l a C()alflc1(ls' 
Commltkc in .Trmllnry 1~2n, u11(lr1' n resolntion "'hich in(licated 
that the Govrrnmcnt o[ J11{lia hnd (or sonw time under consider4 
ntion the flu('~tion of (levit'lill~ 1ll/':1.n8 of l'rdnring the large avoidnble 
wa~te of coal known to orenI' at th~ Rrmigrmj alld .Jll:ll'i:l coalfields. 
Thiq was dll(' mftinly to di!litjult Jllrthods or ('xtraction, rC'snlting in 
the total l()~~ of fl lal'gr amount of: coal, to inefficiency in tho 
g0neration nnd 11S(, of: POWf'l', aId to ('xtrav[I,gant n1ethod~ of coko 
making. t The ~bjOl'ity Hoport nrh'ocateel the necessity of State 
control to ('x0}'ci80 n conh'ollin,!~ anlh01'ity \vith POWPl':j drsignf'tl to 
cnStll'O conson"at.ion nll(l economic ('xtl':lction. Tho ("om mit tee 

stated, int~r al:n, that a 8teally anll sufficient. supply of wagons, with 
the l'crpliHito lacilitie:J for movin~ thrm is the mo~t 111'g('nt nC'('d of 
th <; in1lu:;LL'Y' 'J ThuH, aaequ~to provision of Hail way facilitiC':; for t lw 
transjlort of roal was 10\11111 to hc tho primary nccrl of the imlmtry, 

ENIIANCFl~rF,~TS IN RAILWA \' RATER 

Tho pl'ice~ of coal hafl soarD!l high. rrh e flvera.t:{e prico f. o. 1'. 

at the minos, of the hest quality of nem,al coal (DiBhavgarh) was 
Rs. 8-12-10 pel' ton for 1920 comparerl with B.s. 5-1-4 per ton in 

1 From the l'E'ElOl11tion .quotetl by the· G('ological Survey of India, 
Vol. LVII, p.97. 

2, Coalfield, Committee 
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1916. In view of the rising prices working costs of the railways 
had risen, and hence the Government of India thought of enhancing 
the railway rates. This seemingly prompt action on the part of the 
(lovernment was dne to the pressure of the railway companies. 
The railways contented that in the post-war schemes of rehabili
tation, and especially in view of the reorganisation of railway 
equipment, tbe raising of ~be rates for tbe carriage of coal is one of 
tbe most important issues. Tbe existing rates were fixed some 15 
years ago, when the working expenses were very much lower than 
tbey are now. Tbey were barely remunerative and at tbe present 
time do not cover cost of carriage. 'Moreover, the absence of 
.hipping in the first instance ,nd later the high cost of sea freights 
has forced nearly tbe whole of the trans-Indian coal to rail, with 
the result that nearly half the broad-gau!'!e goods stock of tho 
.country is 10cke<1 up in this traffic. The existing rates, therefore, 
amonnt to a tax on tbe public for the benefit of one section of the 
trading community, and an enhancement of the rates to a figure, 
wh;cb will give a fair return for tho serv'ces rendered. seemS 
inAvitnhle. This, in short. W:1.'l the line of argument adopted by the 
railway companies in advocating an enhancement, in coal rates. It 
is clear that tho railway companies wanted to raise their earnings, 
not by rleveloping the traffic, hut, hy restricting it. In fact, as 
adverted to above, the receipts of the railway companies had already 
risen consiilerably during the war and wonl" have risen still more 
if the railways had nrovided adequate facilities. But instead of 
enn a avol1l'ing to increase their plant., the railway companies, in their 
nsual short-sigbted policy. tbought it advantageous to enhance the 
rates as a preliminary to future reorganisation. 

The Government of India yielded to the wishes of the railway 
companies. The Railway Board in their Oommunique stated, "It 
is nnanimously agreed amongst railway companies that tho existing 
rates for coal from Bengal coalfields are distinctly low and can bear 
enhancement, and they accordingly propose to increase the freight 
charges for this commodity by approximately 5 per cent. for long 
distances varying to 7t per cent. for short load traffic" ' . The 
Oommuniqne clearly shows the pressure which was brought to bear 
npon the Government. But the attitude of the Government 

1. Railway Board Letter No. 345/T/16 dated Simla, the 12th of November 
1919. 
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towards this most important issue is indeed surprlSmg and 
unfortunate for the induslry. Instead of the meek and submissive 
attitude, as portrayed in their aforesaid communique, the Govern
ment of India, in the interest of the national industry and the 
general consumers, should have made the increase in rates 
conditional on the provision of adequate transport facilities. 
This would have been convenient to all the parties. Given 
better transport facilities the traders would not have grudged the 
proposed enhancement in rates. But, that was not to be. The 
rates were raised from the first, April 1920, as summarised below :-

Present and propo8ed rate8 

Present Scale 

Up to 75 miles 
PluB from 76 miles to 

200 miles 
Plus from 201 miles to 

500 miles 
Plus from 501 miles 

Pie per 
maund 
permi16 
0·14 

0'12 

0'06 

Proposed Scale 
Pieper 
maund 
per mile 

Up to 100 miles ... 0'15 
Plus from .101 miles to 

700 miles ... 0 ·125 
Plus from 201 miles to 

700 miles 0·06 
Plus from 701 miles 

upwards 0'05 upwards 0.05 

The incidence of the increase in rate on the movement of 
traffic wiII be better understood when the actual rates are worked 
out on the aforesaid basis. An attempt is made to portray the 
precise nature of charges introduced by taking up a few concrete 
instances as given below:-

Rates per maund from Jharia 

Mileaue Station to Old tate New rate 
Rs. s. p. Rs. s. p. 

469 Cawnpore 6 1 0 6 6 0 
739 Delhi 7 15 0 8 6 0 
978 Amritsar 9 10 0 10 3 0 

lOll Lahore 9 15 0 10 8 0 
1407 Karachi City 13 5 0 13 14 0 

173 Howrah 3 4 0 3 8 0 
164 Titaghur 3 2 0 3 6 0 

11 will be seen from the foregoing table that the distant consnming 
markets had to bear a higher incidence. Thus, whereas markets 
like Howrah and Titaghur had to pay all illcrease of only 4 as. per 
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maunu, Delhi, Amrirsar antI Lahore, etc. had to pay II as. 
Pel' maunt!. The burt!en of the increaset! rates is better realised 
when it is remembered that these markets usually have to pay sub. 
stantially high rates, due to their location, distant from the coalfieltls. 
In fact, as can be seen from the foregoing statement, the indus
tries at Amritsar and Lahore have to pay the railway freight, treble 
of that paid by those in C[,lcu!!a. The capacity to bear the transport 
chargo of an article liko coal, as discussed clse,vhere, is strictly 
limite<l. Doubtless, in the absence of a suitable substitute for coal in 
India, especially in the up-country centres, railways can successfully 
levy a tax upon the industries; but this is detrimental to the 
interests of the country. 

Not being content with the increase in rates introduced ill 
April, 1920, the railway companies pressed for still higher rates. It 
should not, however, be understoo<l that the Government willingly 
and readily granted these enhancements. A communique issued 
after the increase in rates, referred to in the preceding paragraph, 
states: • The Government of India are most reluctant now that the 
war is over to embark upon further schemes involving restrictions 
on trade, but they are aware that the general trade of the country is 
being gravely hampered by the difficulty of moving produce and 
that many of the industries of India, especially the small industries, 
have suffered severely from the difliculty of obtaining coa!'.' But 
the Government is to be blamed for yielding to the dictations of the 
railway companies, even though apparently against their will, 
because the rates were increased a second time in 1921. .. After a 
careful consideration," runS the letter of the Railway Board, .. tho 
Government of India have approved of the introduction of the 
following revised scale for the carriage of public coal with effect 
from the 1st April 1921 : 

Miles 

For the first 200 miles 

PIUB for 201 to 300 miles 

PluB for 301 to 700 " 
Plus for 701 miles and beyond 

Pie jJtr mauna 
per mile 

0'15 

0'13 

0'07 

0'06 " 

1. The Government of India Pre .. Communique, dated, Simla, the 
9th, July, 1920. 
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INADEQUATE RAILWAY. FACILITIES 

Even with these enhanced rates the railways could not meet 
the requirements of the trade and the complaints from traders 
increased. In fact, the development of the indnstry was throttled 
for want of adequate railway facilities. This fact was admitted on 
all hands. Mr. Peat says, .. Eecause of the lack of railway facilities 
for the carriage of coal seven large Jute Mills, employing 40,000 
workers had completely stopped on the 14th January 1921." 1 

This inadequacy of railway facilities affected other industries 
no less. Tho entire industrial system of India was starved. This 
was admitted by Mr. Hindley, the Agent of the E. 1. R., before the 
Acworth Committee. He said, .. It is impossible to estimate the 
loss to trade which would be brought about by the delay in 
providing essential facilities, and the persistent failure to keep the 
capacity of the lines up to the demands for transportation. The 
po.ilion is already so bad that at times the railway has to restrict 
and even to entirely closo down the acceptance of goods traffic. 
Only one-half of the demand for wagons for merchandise could be 
met. For the past 26 years there has always been an inability to 
provide transportation to the extent demanded, and the position is 
getting worse day by day. At times, when the demands for coal 
reach their maximum, the capacity available for ordinary goods is 
considerably less than required; large quantities of merchandise 
offered for transportation have frequently to be refused. Improved 
facilities are necessary, not only on the E.I.R., but especially on the 
adjoining lines and junctions. ,,' 

Working uuder these difficulties it is but natural that the 
expansion of the coal industry should receive a setback. .. For the 
first time since the year 1882 the expansion in the coal mining 
industry has been interrupted, the record production of 22·6 
million tons in 1919 falling by over 20 per cent. to 17·9 million 
tons in 1920. "S This reduced production was due to the shortage 
of railway wagons· for loading. Large stocks of coal had accumulat. 
ed at the collieries in 191~ and 1919 due to lack of wagon supply, 
and the loss which the colliery owners had incurred thereby was a 

1. Mr. Peat, Chairma.n, Indian Jute Mill AssociatioD,-Acworth Com .. 
mittee Report, Chapter, I, p. 10. 

2. Report of Acworth Committee, Ch. II, p. 8. 
3. Records of Geolollical Survey of India, Vol. LVII, p. 26. 
R-23 
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sufficient warning to them to reduce their output. With the 
cessation of the war, it is said, at a time when the various 
collieries were in a condition to meet increased demands, 
there were all the potentialities of a slump. This slump in 
coal trade, which paralysed the industry, was brought about 
by shortage of wagon supply and the malady was aggravated 
for want of proper diagr.osis. The Tariff Board says, .. In 191~ 
and 1920, the E. 1. and B. N. Railways despatched only 30 million 
tons of coal though 37 million of tons had been raised in Bengal 
Bihar and Orissa in these two years".' Not only could the depression 
be averted but even the pace of development could be maintained, 
if the State had followed the right indnstrial policy. With adequate 
protection to industries, old as well as new, which were started 
during the war, and efficient and ailequate wagon supply, both 
internal anil external markets for coal could be maintained. The 
post-war fall in prices would have been neutralised by efficient 
working of the mines and elimination of waste. 

AN EMBARGO ON COAL TO RELIEVE RAILWAYS 

The Government of India, however, thought otherwise. Insteail 
of providing for the ileficiency in railway facilities, which had 
restricted the output of coal and caused scarcity in the internal 
markets, tho Government of India placed an embargo on the export 
of coal. This was a policy suicidal to the interests of the coal 
inilustry, which lost a most opportune time for expansion. At this 
time the demand for coal, both at home and abroad, was rising and the 
collieries were in a condition to meet this demand if only a prompt 
anil adequate wagon supply was forthcoming. In fact the exports of 
Indian coal had risen from 75,000 tons in 1918 to 1,200,000 tons in 
1920, when export restrictions were imposed to relieve the strain on 
the railways.' This rise in export was a happy augury for the 
future development of the industry bnt was nipped in the bud by 
the restrictions on the export trade. The embargo lost ns our 
foreign markets, which we have not been able to recover as yet.s 

1. Tariff Board, Para. 11. 
2, Records of Geological Surve,. of India, LXV, p. 63. 
3. The Indian coal export trade was cut off at a moment when it 

reached its highest point, and it is the effect of this severe pliaht which 
is still writ large on the present depressed state of the trade. 
See Minute of Dilsent, Report of the Indian Coal Committee, P. 138. 
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Thus, it is the shortage of wagon supply rather than of stocks 
which was the root cause of the ban on coal trade and its 
consequent decline. 

The Majority Report of the Indian Coal Committee of 1925 
referring to the embargo on the export trade says, .. The rapid 
expansion in the demand for coal after the war resulted in a very 
heavy strain on the capacity of the railways in 1919 and 1920. So 
large a proportion of the wagon supply of the country was taken up 
by coal traffic that trade in general was greatly hampered and many, 
especially the smaller industries of India were suffering soverely 
from the difficulty of obtaining coal.'" It is obvious tbat as a large 
proportion of wagons was being taken up by the coal trade to the 
detriment of general commercial interests, and that even with this 
supply the total requirements of coal trade were not met, it was all 
the more necessary for the Government to increase the wagon 
supply and afford thereby an adequate accommodation. TranSpOl'l 
facilites ought to have kept pace with the growing needs of trade 
and industries. But this was not to boo The Coal trade was denied 
all justice. 

PROGRESS FROM 1920 TO 1925 

We have referred at length to the embargo on the export trade, 
because it is a key to the subsequent post-war developments in the 
Indiau coal industry. The following statement summarises the 
development of the industry till 1925 when the Coal Committeo 
submitted its report :-

Supply of Coal in India' 

(in lakhs of tons.) 

Production oj Exporlil of Available Total awilable Year 81lpplyof 
Indian coal. Indian coal. foreign coal. supply. 

1920 180 1'2 '39 168 
1921 193 27 10'9 201 
1922 190 '77 11-5 201 
1923 196 1'4 5'8 201 
1924 212 2-0 3118 214 
1925 209 2'2 4'3 211 

1. Indian Coal Committee, p. 7. 
2. Compiled from the Supplement to the Indiau Trade Journal, 1929, p. 27. 
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Coal mining shoW!! signs of recovery, as the foregoing table 
brin!(S out. But the recovery has been very slow and unsteady, so 
that t.he output of even 192; lagged behind that reached in 1919. 
It failed to recover in fill! the lost ground. This has been attributed 
to several causes: reduction of the post.war demand in the earlier 
part of the period; unremnnerative selling prices; an acute shortage 
of railway wagons for loading; inadequacy of the labour supply 
and decreased output per person; the prolonged strike on the 
the E. I. Railway during 1922; floods caused on the Jharia 
coal· fields by an exceptionally heavy monsoon in 1922 ; fires caused 
by the spontaneous comhustion, necessitating the closing of mines 
towards the end of the period; and the importation of foreign coal 
in increasing quantities'. The cumulative effects of these adverse 
circnmstances coupled with the world·wide depression in trade 
explain the reduction of the coal output. 

Export figures tell a very sad tale. In view of the crisis in 
the coal trade. the Government of India in July 1920 stopped 
the export of Inr!ian coal. except under license. A little later 
the preference given to hunker coal was also taken away. In 
April 1922. all restrictions on the export of cargo or bunker coal by 
sea to ports in India was remover!, hut sending coal as cargo out of 
British India was still prohibited. The embargo was entirely 
removed from January 1st, 1923. The effects of embargo were 
immediate and tbe exports were checked and dwindled to an 
insignificance, amounting to 77 thousand tons in 1922. The export 
markets in the absence of Indian coal took their coal requirements 
from other countries. The Indian Coal Committee admitted that 
the quality and price of the supplies obtained by these markets 
from other sources. and especially from Africa. after the embargo 
was imposer!, proved so satisfactory that the pre·war relationships 
has been reversed, and established business relationships are an 
obstacle to the re·intror!uction of Indian coal even in a market like 
Colombo, where it once held a commanding position". It is no 
wonder then if Indian exports have been unable to regain their 
former position; the two most important markets, Ceylon and the 
Straits Settlements were lost. After the removal of the embargo, 

1. Record. of the Geological Survey of India, Vol.·LVII, p.26. 
2. Report,of"the Indian Coal Committee, p. 9. 
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however, the export trade has recovered to some extent. The 
export figures of 1925 show a decided increase, but they are far 
below the pre-war average. It has been rightly remarked that 
.. Indian coal miners can adequately supply the home market and 
keep up a flourishing export trade. There can be no doubt that a 
healthy export trade may be a Snre indication of satisfactory internal 
conditions, betokening alike tbe existence of efficient transport 
system, and the satisfaction of the demand of the·consumer first. It 
is to be hoped that the removal of the restriction on the export 
of coal, the grant of railway rebates, and the opening IIp of new 
fields in India, will help this country to recover the position she 
formerly held in these important outside markets, dming the near 
future1

." 

The imports of foreign coal which had dwindled to insignifi
cance during the war, from nearly 645 thousand tons in 1913 to 
40 thousand tons in 1920, rose to more than a million tons in 1922. 
This is a sad commentary on the Government policy. To have 
prohibited export and at the Rame time to have arranged for the 
coal supplies from the foreign market was a double wrong on the 
Indian coal trade'. The coal industry lost its hold on foreign 
markets, and the embargo fostered the penetration of foreign rivals 
in her internal markets, which it is now finding difficult to oust out. 
In port towns like Bombay, imports of fureign coal have 
re-placed Bengal coal. The action which was taken as an adminis
trative expediency, because the provision of increased railway 
facilities. as an alternative to embargo, would have been com
paratively difficult, and not a deliberate move to hinder the progress 
of an indigenous industry, has wrought damages difficult to repair. 
Thns, the embargo, transport difficulties in form of scarcity of 
wagons and high rates. the rise in pit-head prices, and the quality 
of Indian coal, all conspit'ed to encourage foreign imports. 

Under the stress of the shortage of wagons, the rise of prices 
and consequent rise in the cost of operation of the railways, the 
Government of India had effected an all-round general increase of 
railway freight in 1922, which was continued till 1926. The 

1. J. C. Brown, Record, of Geological Survey of· India, Vol. LVII, p. 29. 

2. Vid., Minute of Di"ent, Indian Co.l Committee, p. 138. 



182 RAILWAY RATES AND FARES 

rates prevailing during the period 1922-26 were generaUy high, as 
will be seen from the following statement :-

Comparative statement of Railway Freights 

Rate8 per ton from Jharia Ooal Fields 
Pre-,nar POlft~tCar To (in 1007) (in 1922-26) 
Rs. &. p. Re. a. p. 

CI'lownpore fi H, 0 8 I 0 
Delhi. 7 Hi 0 10 10 0 
lAhore 9 I~ 0 13 2 0 
Romh,..v II 4 0 J4 14 0 
KM'o.ohi 12 10 0 16 15 0 

High railway freight, coupled with the scarcity and irregularity 
of wagou supply and higher raising costs of coal, restricted the 
consumption of Indian co.1 .nd helped the imports of foreign coal. 
'!'he average pit.head value of Bengal, Bihar and Orissa coal had 
risen from Rs. 4-5-0 to Rs. 7-10-0 in 1922 and Rs. 7-1-{) in 1924' . 
The total consumption of coal-local as well as imports-has been 
rising gradually, but the prolll'ess lagged far behind reasonable 
expectations. Several causes have operated to restrict this growth, 
of which the railway problem is very important. By 1924, the 
production of Indian collieries had risen to nearly 212 Iakhs of 
tons, but could not be disposed of, due to canses already mentioned. 
Thus, by 1924, the Indian coal minini( industry manifested the 
signs of over.production a formidable menace to its future. 
Indian railways, on the one hand, had increased their freight 
considerably, and on the other, they failed to supply snfficient 
wagons of the right kind. 

THE ANALYSIS OF RAILWAY TRAFFIC AND RECEIPTS 

During the period under review the traffic in coal, coke, and 
patent fuel carried and the earnings therefrom were as follows :

(Both tonnage and earnings in laks) 

B.N.R. E.I. R. Total on all RlYR. 
Ytar Tonna.ge. Earnings. Tonnage. Earnings. Tonnage. Earnings. 

tons R .. tons Rs. ' ton. R& 
1920·21 31'7 127'3 111'7 147'7 218'6 82H 
1921·22 S5"9 126'0 M9"6 377'2 187'9 7301) 
1922·23 3!N) BO'O 102'6 41\'5 203'7 853'0 
1923·21" 38'5 125'0 105'1 IRO'4 198'5 822'3 
1924,·25" 44-1 125'0 120'8 554-4 228'5 916'5 

• Figures after 1923-24 are of traffio carried on ClMa I Railways only . 

• 1. Geoloilcal Survey of India, Vol. LXIV, p. 3~. 
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As the figures show, both tonnage and earnings received a 
setback in 1921-22, but soon rose in 1922-23. Thereafter, there 
has been a steady rise. Because of the rise both in tonnage and 
earnings, after the general enbancement in rates, the railways 
grudged to accede to any reduction in rates on the plea that the 
rates in force were such as the traffic could bear. But the position 
taken by the railways had very little justification as the subsequent 
events proved. Whenever any plea for rednction of coal rates was 
m~de out it was vehemently opposed; bnt every reduction justified 
itself. The increased coal traffic was due to rising internal demand 
for coaL 

THE INDIAN COAL COMMITTEE 

Under these circumstances, an expert Committee, known as the 
Indian Coal Committee, was appointed in September 1924, .. to 
enquire and report (;) generally what measure can be taken by 
Government, by the coal trade, by the railways and by the ports, 
whether singly or in combination, to stimulate the export of 
suitable coal from Calcutta to Indian and foreign ports, and (ii) in 
particular, whether effective measures can be taken for the pooling 
and grading of Indian coal for export and for bunkering and how 
the costs of such meaSures should be met." 

From the terms of reference of the Committee it is clear that 
the Government of India having realised the gravity of the conditions 
of export trade was anxious to remedy it. Accordingly, the Indian 
Coal Committee made a full investigation into the whole subject of 
export trade and issued their report in March 1925. Later in 
September 1925, the Government of India referred to the Tariff 
Board for investigation the question whether a protective duty 
should be imposed on imported coal generally or coal imported 
from any particular country or countries. and, if so, at what rates. 
The recommendations of these two bodies had far-reaching effects 
on the coal trade. But it is clear from the references of both the 
enqUiries that the Government of India, being pre-occupied with 
the dangerous condition of the export trade, neglected the demands 
of internal markets. As the statistics of the internal trade were 
discontinued, we are unable to gauge accurately the internal 
movements of coal, but the growing complaints of Indian traders 
and industrialists against excessive railway rates and inadequate 
supply of wagons bear an eloquent testimony to the unhealtl1Y 
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state of affair. Needless to say that improvements in this branch 
of our trade were equally necessary. 

The most striking feature of the coal industry by the end of 
1924 was the excess of available supply of coal as compared with 
the demand. both internal as well as external. It will be recalled 
that Some very important foreign markets were lost while the 
embargo was operating which could not be reoaptured. Therefore, 
even though the actual output was much below the figure of 1919, 
the available supply could not be disposed of, and the surplus 
stocks begau to accumulate. Higher railway rates on the internal 
traffic intensified this tendency. 

This over· production, either actual or potential, led to severe 
:iepression in the coal industry, oy the beginning of 1926, with 
leavy falls in the prices of coal and the closure of many mines.' 
II.fter a fnll investigation it was found that the quality and prices 
)f Indian coal ,vere at the root cause of this situation. fl'he demand 
'or Indian coal did not dlOW propel' response because both quality 
md prices acted against it. If propel' precantions were taken and 
:mprovements effected, demand, both external and internal, was 
.lure to rise. 'fhe problem before the industry, therefore, was one 
of price and quality. 

THE INDIAN COAL GRADING BOARD 

As for the improvement in quality, the Indian Coal Com
mittee recommended that 'a Grading Board should immediately 
be established, which wonld grade collieries, which produce coal for 
export and arrange for the issue of certificates for each consignment 
of coal exported. The Committee indicated the general outlines on 
which all Indian coals were to be classified, and it was suggested 
that a grading list should be published by the Grading Board, as 
soon as possible, classifying the different collieries and seams on 
this system. Those collieries included in the grading list were to 
be eligible for the special concessions from the railways and from 
the Calcutta Port Commissioners but only on certified coal. The 
Coal Grading Board was, accordingly appointed in March 1926. 

The Grading Board has rendered useful service to the collieries 
and the consumers alike, for whereas the former have been able to 
increase their sales, the latter are assured of a better and mora 

,1. Record, of the Geolollical Survey of India, 1925, p. 249. 



COAL 185 

uuiform quality. Iu September 1929, the Board addressed the 
various Chambers of Commerce inviting them to express their 
views on the work performed by it d nring the past three years. 
The replies received bear an eloquent testimony to the achievements 
of the Board.1 The Board has done much to ensure confidence in 
the shipments of Indian coal. The recovery of the reputation of 
Indian coal, says Mr. Bray, has been a lengthy process, but there 
can be no doubt that the supervision and the certification of the 
cargoes by the Indian Coal Grading Board have been of the 
greatest assistance to the industry, and the system, which now 
seems to be very firmly established, has proved to be acceptable 
both to the buyers and the conSumers. 

The price disability of Indian coal was also properly attended 
to and efforts in the right direction were made. Higher prices of 
Indian coal were due to inefficient production and the lack of 
adequate and cheap transport facilities. Immediate and simul
taneous improvements in both the directions was necessary, with 
the close co-operation of colliery owners, railway authorities and 
the Government. Raising costs could be reduced by the increased 
use of mechanical appliances for coal cutting accompanied by 
improved railway facilities, adequate enough to handle the 
increased output and to avoid stocking and pilferage. 

Before discussing railway rates on coal it would be fruitful to 
analyse the problem hefore the industry in greater detail. This 
problem presents pecnliar difficulties to the colliery-owners, 
railways and the conSumerS alike. Hailways are confronted with 
peculiar difficulties due to the wide seasonal fluctuations in the 
wagon requirements of the Indian coal trade, congestion of the 
collieries, and the low average output. LaboTIl' employed in the 
coal-fields being primarily agricultural, the colliery raisings are the 

1. H A very large user of Bengal coal states that there has been marked 
'improvement in the quality of the Bengal coal suppliesaince the Board 
came into being.lI Burma. 
"The shipment certificate and the supervision of your Board have 
given satisfa.ctory results." Singapore. 
I'The coal received from India is found to be highly satisfactory in 
every way." Hongkong. 
II In the opinion of the Chamber your Board is fulfilling an important 
function in 8. most efficient manner." Northern India.. 

R---24 
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highest between February and May, when the agricultural opera
tions are at a stand still. As the storing and stocking of coal is 
wastefnl, it needs to be despatcbed immediately after it is raised. 
The result is that the demann for wagons on the coalfields reaches 
its maximum, at a time when the demand for wagons to move all 
other traffic is at its heaviest. It is during the busy season that 
inadequacy and irregulm ity of wagon supply is more acutely felt. 
This is the most difficult problem that tho railways, especially the 
E. I. and B. N. Railways, have to solve. 

This inadequacy in wagon supply affects the cost of production 
of coal. Over-head costs can be reduced by the introduction of 
mechanical coal cutters which increase the output and reduco the 
cost. pel' unit. But the wagon snpply being inaderplate and interM 
mitteDt, the collieries have to l'('sor~ to wasteful stocking, This 
uneconomic stocking has materially affected the output of the 
eolliery, with the result that the machines have not led to that 
saving in overhead costs, which the companies concerned had 
every right to expect. In short, a suitable and regular supply of 
wagons is a primary necessHy of the coal industry. 

INCREASE IN WAGONS AND THEIR EFFICIENT UTILIBATION 

The evil, therefOl'e, has to be removed. To procure enough 
new wagous to enable a fnll supply to be giveu to tho collieries 
throughout the year wouM be nneconomic; and it would raise 
the freights unduly high. 'rhe shortage of wagon supply should 
be removed partly by additions to the wagon stocks of the railways, 
and partly by a better and more efficient utilisation of the existing 
stock. It should be admitted that the efficiency in wagon supply 
has been increased by the introduction of the pooling system 
since 1921. So also there has recently been a marked improve
ment both as regards the wagon supply and other railway facilities, 
and yet it must be noted that the railways are not in a position at 
preseut, especially during the first half of the year when the 
demand for wagons all over India is heavy, to meet the wagon 
requirements of the coal trade. 

INTRODUOTION OF SEASONAL RATES 

The improvement in the number of wagons and their speed 
should be supplemented by the introduction of seasonal rates. 
Events subsequent to the pnblication of the report of the Indian 
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Co.l Committee have amply demonstrated that however efficient 
wagon supply may be, it is bound to give way some time in the 
busy season. The seasonal character of the demand for coal and 
its greater intensity in the first half of the year makes a proper 
adjustment and manipulation of the wagon supply as well as 
demand all the more necessary. Mere manipulation of wagon 
snpply is not enongh ; both mnst be manipnlated. The Hailways 
in their own interest must remove this tension of seasonal traffic, 
necessitating additional equipment which cannot be employed all 
the year round. We concur with Mr. Banerjee that seasonal rate 
should be tried so as to stimulate the demand for coal in the 
slack season, when a large number of wagons lie idle throughout 
the country. This will be beneficial to the shipper, carrier and 
consumer alike. 

PUBLIC DEMAND REDUCTION IN RATES 

Let us now review the freight position. The higher rates 
introduced after the war, as ad vertcel to above, had proved 
excessive and the growth of trade was being restricted. This 
gave rise to complaints and repeated. requests were made to the 
authorities concerned to rednce the rates which were pressing 
heavily upon the industry. The Associated Chamber of Com
merce, for instance, adopted the following resolution on the 16th 
December 1924: "In view of the fact that the present high 
rate of railway freight on coal has prejudicially affected the main
tenance and development of industrial concerns in Northern India, 
and those situated at a great distance from Bengal and Bihar 
coalfields, this Association strongly urges the Government of 
India to take immediate action substantially to reduce the railway 
freight on coal carried over long distances." Similarly, the Hon. 
Rai Bah.dur Lal. Hamsaran Das moved the following resolution 
in the Council of State on the 15th September 1925: "This 
Council recommends to the Governor General in Council that 
special concession rates be granted by the difIerent railway 
systems for railway freight On coal when booked in full wagon 
loads at owner's risk-(i) for long distance of 500 miles and over; 
and (ii) during the slack season over various ril ways." This 
resolution, notwithstanding the opposition of the official benches, 
was carried without being taken to a division, but it failed to 
receive Government assent. Needless to mention that this high-
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handed policy of the Government was subjected to vehement 
criticism both from the platform and the press. 

REDUCTIONS IN RATES OFFERED IN 1926 

In due course, Sir Charles Innes, while introducing the 
Railway Budget for 1926-27, announced that the railway freight 
on public coal carried fo .. distances exceeding 400 miles would be 
reduceel to the level of rates in force for locomotive coal. This 
meant a reduction of about 10 pcr cent! The reduced rates were 
put into force from 1st April and worked out as follows :-

RATES PER MAUND FROM JHARIA FLELD 

Former Rates Reduced Rates 
Rs. e.. p. Rs. 6, po 

C&wnpore 8 I 0 7 3 0 
Jubbulpore 9 I 0 8 5 0 
Delhi 10 10 0 9 7 0 
Lahore 13 2 0 12 0 0 
Bombay 15 6 0 13 12 0 

Karachi 16 15 0 15 13 0 

THEIR EFFECTS ON COAL TRAFFIC 

It behoves uS now to examine the effects of these reduced 
rates on the movement of traffic so as to be able to understand the 
attitude taken up by the authorities and the justification thereof. 

Goal Traffic carried un Clas8 I Railtmys 
Total on all Cla88 I 

B.N.R. E.I. R. Railways 
Yea,. Tonnage Earnings Tonnage Earnings Tonnage Earnings 

tons. na. tou~ R~ tons. R •• 
1923-24 a8'6 125'0 I06'! 480-4 198'5 822'3 
1924·25 44-1 125'0 120'8 554-4 228'5 916'5 
1925-26 49'0 146'2 113'3 548'3 220'1 895'5 
1926-27 56'! UN UN 539'. 239'1 903-8 
1927·28 65'3 155'7 121'5 560'8 257-8 950'! 

It will be seen from the foregoing statement that both the 
railway tonnage and the receipts have maintained an upward 

1. He said, HOur actual proposal is that on distances exceeding 400 miles, 
the rate, of freight for public coal .hould be reduced to the rate now 
in force for locomotive coa1. This means on long distance traffic, a 
reduction of freight roughly amounting to 10 per cent." 
Vide, Budget Speech, P. 9, 1926-27. 
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trend notwithstanding the higher rates. This fact was taken up 
by the railway authorities as an indication of the reasonableness 
of the rates charged. As discussed elsewhere, the increase in 
traffic by itself does not offer full justification of the reasonableness 
of the rates charged. In such cases the nature of the article 
transported and the demand for it shonld be carefully scrutinised. 
But the rail way authorities frequently ignoro this important 
consideration. In tbe case of the commodities which are necessaries 
of life and have an inelastic demand, the railways can easily impose 
a tax upon the commodity without affecting the movement of 
traffic. Indian railways, being impervious to public opinion, have 
never failed to exact their utmost from the community, whenever 
they could get an opportunity. Here, we have the fact before us. 
The public continued to conSume coal and paid the tax, in spite of 
the higher railway freight, because there was no other substitute 
for coal available. Besides, with the development of industries, 
the demand for mecbanical power was increasing, and therefore, 
even though the rail way rates on coal were high, people could not 
help using it. In those cases, however, where they could find 
some suitable substitute thoy tried to do away with coal. For 
instance, in the Bombay Cotton Mills, the substitntion of electric 
power for coal proceeded apaco during this period. This 
curtailment of the actual and potential demand for coal under the 
stress of high railway rates is afton overlooked. But it becomes 
more clear when we examine the traffic statistics after the reduction 
of April 1926. It will be Seen from the foregoing table that the 
development in traffic was more rapid after the reduced rates were 
put into force; both the traffic and the earnings increased. The 
grant of rebate on export coal further stimulated the traffic.' 
This prompt response of the traffic to much· needed reduction in 
rates falsified the assumption of the Government that the rates 
formerly quoted were such as the traffic could reasonably bear. 
This obstructionist attitude of the authorities has failed to stand the 
test of times more than once. It cannot be gainsaid that the 
ultra· conservative rates policy pursued by the railways has done 
considerable harm to indigenous trade and industries. 

1. On grade co.l Bbipped under certificate from the Coal Grading Board, 
a rebate of :37! per cent. OD actual freight paid was granted, while on 
coal non.graded and Dot covered by any certificate from the Coal 
Gr.ding Board the rebate was 25 per cent. of the Bctaal freight paid. 
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DEMaND FOR FURTHER REDUCTION 

But these reductions proved inadequate and the public demand 
for further reductions increased. It was contended that the 
reduction of 10 per cent. did not go far enough towards the 
removal of the very considerable previous increases in freight. 
The pithead price of cwl was back to the pre·war level, and 
therefore, keeping the railway freight at a figure substantially 
higher than that of the pre. war rate was unjustified. In fact, the 
railway rates were disproportionate and imposed a great handicap 
on the industries, part';cularly because the industrial depression 
had set in. The Associated Ohambers of Commerce of India and 
Ceylon unanimously carried the undermentioned resolution in its 
annual general meeting in 192~ ; .. That in view of the importance 
.of cheap coal in the industrial and economic life of the country 
and in the interests of the Indian coal trade it is imperative 
that there should be a substantial reduction in the present rates 
of railway freight on coal and coke.'" 'rhey also demanded a 
reduction of railway freight on fucl and oil and the resolution 
ran as follows: .. That in view of the fact that liquid fuel, 
Furnace and Diesel Oil arc largely used in industrial concerns and 
public utility undertakings equivalent with coal, it is reasonable 
that railway freight on such oil should be reduced correspondingly 
with any reduction that may be made in the freight on coal and 
coke."2 

REDUCTION IN RATES 

The Railway Member introducing the budget for 1929-30 
announced a further reduction in rntes for long distance traffic to be 
put into force from 1st June 1929. In this connection, it is 
iuteresting to note his remarks on the tramc results after the re
duction of rates in 1926. '1'0 quote him in extenso: "the last 
reduction in our coal rates was made in 1926, and the results have 
been such as to encourage us to take anolher step in the same 
direction. On the E. 1. H., the tonnage carried for distances over 
400 miles was 31 per cent. more in 1927-28 than it was two years 
earlier, and the earnings 33 per cent. more. It is a very significant 
fact that the earnings on loug distance public coal should show a 

I. Vide, Annual Report. 
2. Supra. 
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greater increase than the tonnage, notwithstanding the reduction in 
charges, for it meanS that the average distance over which the coal 
was hauled must have increased substantially.'" This admission 
of the Railway Member is significant, in as much as it clearly brings 
out the true nature of the railway policy, which we have charac
te!'ised as ultra-conservative. Our railway policy lags far behind 
the industrial requirements of the country. The Government of 
India flouted the sahel' public opinion of the Upper House, which 
had expressed itself in unequivocal terms by carrying the resolution 
of Hon. Rai Bahadur Lala Ramsaran Das without being taken to a 
division, and refused to give its assent. The Government confessed 
its mist"kes when later developments made it too self-evic!ent to be 
concealed. rrhc increase in the earnings greater than the increase 
in traffic, as referrec! to by the Railway Member, further proves the 
short-sighted policy adoptec! by the Government in not having 
announced the reduction earlier as per resolution of the Council of 
State referred to above. 

The long ,listance traffic, as adverted to above, had shown 
greater response to the reduction in rates, nneI therefore in 192a the 
concession in rates were confined to traffic carried. for distances 
exceeding 400 miles. The precise extent of the reductions made is 
portrayec! below :-

The then existing scale of rates for coal, coke, and palent fuel 
carried for distances exceeding 400 miles were :-

From 
Plus " 

" " 

1 to 200 miles 

201 to 500 " 
501 miles onwards 

Pie per mannd 
per mile 

0'15 

0'07 

0'06 

The reducec! scale of rates for coal, coke and patent fuel 
carried for distances exceeding 400 miles was :-

From 

Plus " 

" " 

1 to 200 mUes 

201 to 400 " 

401 miles onwards 

1. Vide, Budget Speech, 1929·30. 

Pie per ma1.Lnd 
per mile 

0'15 

0'06 

01)5 
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On this new basis the rates from Jhari. field work out as 
follows: 

Market to Old RatelJ. New Rates. 
Rs. a.. p. Rs. B. p. 

CBwnpore 7 5 0 6 10 0 
Agra. 8 8 0 7 12 0 
Delhi 9 1 0 8 10 0 
Bombay 13 12 0 12 6 0 
Kara.ohi 15 13 0 14 0 0 
Ahmedaba.d 13 2 0 1111 0 
Lahore Cantonment 12 0 0 10 12 0 
Amritsn.r 11 12 0 10 1 0 
Madras 12 II 0 II 1 0 

The reductions are substantial and have been gratefully 
received by the ]lublic, especially the business community. The 
"traffic has also given response So that we find that the total tonnage 
on all Class I Railways which was 254·11akhs of tons in 1928-29 
rose to 271· 9 lakhs of tons in 1929-30, aud the earnings therefrom 
rose from Rs. 945· 3 lakhs of Rupees to Rs. 951· 6 lakhs. 

But the community in general and the coal industry in 
particular have not been able to reap in full the fruits of this most 
desirable reduction in railway freight, due to the world wide 
industrial depression which subsequently set in. Commencing 
from 1929, it gathered momentum and its intensity increased. The 
Indian coal industry, like other industries, has fallen a prey to this 
trough of clepression and is passing through the most troublesome 
times. We do not propose to study the causes of the industrial 
depression; it would be enough for our purpose to note the general 
features of the coal industry during the period and state the new 
problem with which the industry is faced. 

PRESENT POSITION OF INDUSTRY 

There are certain features peculiar to the coal industry which 
have accentuated the difficulties, as we shall presently see. Prices 
have steadily slipped back with the result that mines with seams 
of anything below the first quality coal are finding it unprofitable 
to work. Some of them have been actually closed down. 'fhis is 
not all. Even coal mines producing the best qualities of coal, those 
working on older methods, are somehow managing to remain in 
existence; those which are equipped with modern plant and 
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organisation are the only one which find it possible to pay 
dividends, thongh dividends are getting less. 

The present depression in coal industry is due to, firstly, the 
steady increase of output from the railway-owned mines; secondly, 
the increasing surplus output from many large company-owned 
first class and selected mines, owing to the introdnction of efficient 
coal cutting machines; thirdly, general slackness of industries, 
strikes and closing down of factories for long periods: fourthly, 
application of electricity in mills and railways; and lastly, the 
growing nse of improved coal bnrning methods, leading to reduced 
consumption of coal per unit in factories and railways. 

As a consequence of the present depression, the upward and 
downward coal traffic on the E_ 1. and B. N. Railways during 1929 
and 1930 did not show the eXpected rise. The total output of 
coal in India increased from 23'4 million tons in 1929 to 23'7 
miilion tons in 1930, bnt the increase in consumption could not 
keep pace due to several causes noted above. Hence the Indian 
Coal Industry to-day is suffering from over-production_ This is 
especially true of the Bengal coal- fields which have to face int,·rnal 
as well as external competiton. Internal competition is due to lack 
of organisation amongst the colliery owners of Bengal, and Bihar 
and Orissa; they compete amongst themselves and quote un
remunerative prices. As regards the external competition, Natal 
coal competes with Indian coal in India, and other coalfields 
such as Singareni and C. P. coal-fields compete with Bengal 
coal in certain areas. The output of Singareni and C. P. Collieries 
has increased appreciably in the recent years. 

Bengal coal is being displaced in some of its most important 
markets like Bombay and Ahmedabad. The consnmerS of coal 
have fonnd that to produce the best combustion results, it is 
necessary to mix Bengal coal with C. P. coal half-to half, and this 
practice has become a rule. C. P. coal being cheaper, this mixture 
has led to considerable fuel economy in large industrial establish. 
ments, especially in those which are distant from the Bengal 
coalfields. It is obvious threfore that Ahmedabad is taking a large 
quantity of coal from the C. P. collieries. 

In short, the Indian coal industry is suffering from over
production; the symptoms of the disease were manifest as early 
as 1925, but now it has become chronic. ThiS serious situation is 

R-25 
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due to internecine competition of the collieries, the inefficient and 
unenterprising managing agents who have failed to utilise modern 
methods of pnshing their sales and neglected the needs of their 
consumers, and the prevalence of uneconomic methods of extrac
tion. All these factors have conspried to increase the intensity of 
the depression and complicated the problem before the industry. 

THE SURCHARGE ON COAL FREIGHT 

To add to the difficulties of the situation, the Government of 
India decided to levy a surcharge of 15 per cent. on coal freights 
with effect from J annary 1932. This most inopportune move 
seems to have been dictated by purely revenue considerations, but 
it has affected the industry adversely. It may be pointed out that 
the authorities have with one stroke neutralised the reductions both 

. of 1926 and 1929, acceded to after strong public agitation, so that 
today the freight position is not very dissimilar to that during 
1922-25. This action of the Government must be deplored, more 
so because it came at a time when the industries in general and 
the coal industry in particular were in the grip of the most 
serious depression the world has ever witnessed. The argu
ments advanced by the Railway Member in support of the enhance
ment in rates-a de facto outrage on Indian trade and Indns
tries--are instructive. He argues, II On the revenue side we have 
endeavoured to alleviate our difficulties by making certain 
increases in rates and fares, where it seemed likely that 
by this means additional income could be obtained. The 
increases made have been only in connection with 
coaching traffic, including both passenger fares and parcel 
rates, but abont six weeks ago a surcharge of 15 per cent. was 
imposed on coal freight apart from shipments and bunker coal, and 
this is by far tbe most important change in goods rates. I refer 
especially to this increase, because I should have been most un· 
willing to agree to it, had the financial position of the railways been 
less serious than it is. I have long held the view that it is in the 
interest of the railways to keep coal freights at the lowest level 
commercially possihle, because cheap coal is essential to industrial 
development, and the industrial development means increased traffic 
for the railways. But on this occasion circumstances left no alter
native. It cannot be doubted that a higher charge, to the extent 
imposed, could in fact be realised without diminishing traffic, 
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and even with the addition made, our coal freights still remain at a 
very low leve!.,,1 The Railway Member admits that 'it is in the 
interests of the railways to keep coal freights at the lowest level 
commercially possible; per contra, the policy pursued is a most 
striking negation of the admission recorded. He seeks relief in 
the old argument, exploded long since, that the traffic flows on and 
therefore the rates are such as thc It'allic cau bear, or in other words, 
the rates are reasonable. The volume of traffic offers only a partial 
justification of the rate schedule. We have discussed this issue at 
length elsewhere, and therefore to avoid repetition it would be 
sufficient for the present to note that there was no jnstification 
for this sort of railway policy. Ou the contrary, the trallic 
statistics from 1a26-27 to Ina-3D, referred to above, prove the 
hollowness of this argument. It will be recalled that the Govern
ment had offere<l strong opposition to the public <10m and for 
reduction in rates after 1922 on a similar plea an<l the subsequent 
developments falsifie<l the underlying assumption. A repetition of 
the same mistaken policy and the unwillingness to learn from the 
past experience, hardly leaves any doubt as to the nature of the 
railway policy pursued and its effects on the development of our 
trade and industry. 

The figures of production for the last few years given below 
clearly show that the condition of the coal industry grew from bad 
to worse. 

Production of Coal 
Year. 
1930 

1U31 
193~ 

1933 
1934 

'ron<~. 

23,803,048 
~1,716,435 

10,679,154 
:!O,153,387 
1!J,789,163 

It will thus be seen that tho output has stea<lily decliued. But 
not,vithstanding this fall in the output, the producers have failed to 
realise what may be termed a fair selling price, as the pitsmouth 
prices of all grades of coal have recorded a steep fall. For instance, 
super Jharia coal prices have fallen from Rs. 4-12-0 in 1932-33 to 
Rs. 4-2-0 in 1933-34, and Rs. 3-0-0 in 1934·35. Prices of other varie· 
ties have likewise declined and become nnremunerative to the pro
ducers. The critical condition of the industry has caused a great deal 

I. Vide, Budget Speech, 1932·33, p. 5. 
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of concern to those at the helm of the industry and the public alike. 
Measures taken by the colliery-owners to meet this unprecedented 
economic depression have included drastic reductions in the scale 
of salaries and wages of all pel'sons connected with the industrYt 
the stoppage of important developments, the whittling down to a 
dangerous margin of safety of allmcasures required for the care and 
maintcnanee of the mines and voluntary curtailment of output 011 

tho part of some of the larger ownerS. Labourers have suttered 
most froID these attempts ut economy and the wages now being 
paid in the coalfields are below the economic minimum which can 
enable them to live up to their average standard. rrhus, there is no 
scope for further economies in this direction_ Many mines have 
already succumbed and have Leen forced inlo liquidation, and many 
others have a similar fate staring them. l?or instance, in IV24-25 

'there were 253 joint. stock companies engaged in the industry with 
a paid-np capital of Rs_ 12,63 lakhs, whereas in 1932-:1il, the number 
of compauies was reduced Ly 41, and the paid-up capital rednced 
by Rs, 1,83 lakhs_ To this must be added the loss in the capital 
employed Ly private individuals and syndicates_ 

In view of the conditions protrayed in the preceding 
paragraphs, it behoves U8 to examine the causes responsible for this 
critical condition of the indnstry. The primary cause which can 
help to explain the situation is the fall in the demand for coaL 
Indian railways are by far thc most important conSumerS of 
coal_ They have developed their own collieries, and though 
the output of their collieries has been reduced to help the 
private producers of coal, railwaY8' demand for private coal has not 
recorded an increase it was expected to, In 19:n, railways took 
6 -6 million tons of coal, and in 1933 about 6·7 million tons, 
notwithstanding the restriction in the output of the railway-owned 
collieries_ This is partly due to the electrification schemes. The 
Bombay Cotton Mill Industry, which is another important consumer 
of coal, is now increasingly taking to oil and electricity. Apart 
from the present danger of this tendency, it is a grave potential 
threat to the future of the coal industry_ To this shOUld be added 
another important danger_ In Bombay, Indian coal has to meet 
with the powerful competition of bounty-fed South African coal. a 
Btanding menace to our industry_ The imports of South African 
coal have increased recently, for whereas in 1932-33 the imports 
were only about 13,516 tons, in 1933·34 they rOBe to about 34,740 
























































































































































































































































































